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651 Commerce Drive 
Roseville, CA 95678 

phone (916) 781-3636 
fax (916) 783-7693 
web www.ncpa.com 

Minutes – Legal Committee Meeting 

To:  NCPA Legal Committee 

From:  Linda Stone 

Subject:  November 4, 2021, NCPA Legal Committee Meeting Minutes 

 

1. Call Meeting to Order and Roll Call 

The meeting was called to order at 8:35 a.m. by Chair Barry DeWalt. At the time of roll call, the 
following members were present by telephone: 
 
Alameda-Alan Cohen, Biggs-Gregory Einhorn, Lompoc-Joe Pannone, Palo Alto–Amy Bartell, Plumas-
Sierra-Michael Vergara, Port of Oakland-Leah Goldberg, Redding-Barry DeWalt, Roseville-Joe 
Mandell, and Santa Clara-Caio Arellano. A quorum was present.  
 
Also participating in the meeting were NCPA General Counsel Jane Luckhardt, NCPA General 
Manager Randy Howard, NCPA Legislative and Regulatory Assistant General Manager Jane 
Cirrincione, NCPA Power Management Assistant General Manager, NCPA Customer Programs 
Manager Emily Lemei, and NCPA administrative support Linda Stone. 
 
2. Public Comment 

The Chair read the notification regarding Public Comment and asked if any member of the public 
would like to address the Committee. There was no public comment. 

 
3. Meeting Minutes 

NCPA staff reported that the Legal Committee did not establish a quorum for its noticed meeting on 
September 29, 2021. 
 
Closed Session   
 
The Committee went into Closed Session at 8:37 a.m.  
 
4. Conference with Legal Counsel – existing litigation pursuant to Government Code Section 

54956.9(d)(1) – two (2) cases 
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a. Case Name: Northern California Power Agency, City of Redding, City of Roseville, and 
City of Santa Clara v. the United States, United States Court of Federal Claims No. 14-
817-C. 

 
b. Case Name: Voluntary Petitions for Filing of Chapter 11 Bankruptcy, PG&E Corporation, 

Debtor, and Pacific Gas and Electric Company, Debtor, United States Bankruptcy Court, 
Northern District of California, San Francisco Division, jointly administered under No.       
19-30088. 

 
5. Conference with Legal Counsel – anticipated litigation pursuant to Government Code Section 

54956.9(d)(2) – one (1) case. 
 

The meeting reconvened to Open Session at 9:08 a.m. 
 
6. Report from Closed Session 

Chair Barry DeWalt advised that no reportable action was taken during Closed Session.  
 
 
7. 2025 Western Base Resource Contract and Associated Agreements 

In anticipation of NCPA’s execution of the 2025 Base Resource contract (BR) with the United States 
Department of Energy Western Area Power Administration, Jane Luckhardt discussed with the 
Committee two associated agreements which will enable NCPA to receive Member assignments. The 
Operations and Maintenance (O&M) governance board would like to submit and obtain approval for 
operations and maintenance projects extending into 2025 and beyond. A framework is needed for 
2025 and beyond since NCPA is only authorized to represent the Pool Members through the end of 
the current contracts. The next meeting of the governance board is set in the August-September 2022 
timeframe. That meeting date is driving the overall timing for approval of the agreements. 
 

a. Assignment Administration Agreement (AAA). A new AAA is needed for administration of 
the 2025 BR. The AAA will need to be approved by each assigning member. 
 

b. Request for Assignment of the 2025 BR. Once NCPA has executed the 2025 BR, NCPA 
can accept assignments by executing individual Requests for Assignment. NCPA and 
members will be required to execute the AAA prior to accepting assignment to ensure 
assigning members accept financial responsibilities of the assignment. A sample 
assignment agreement was provided for review. 

 
Jane reported that Tony Zimmer has been working to develop the updated AAA to make all 
agreements consistent. As currently drafted, the AAA will require a unanimous vote of all Pool 
Members. The drafts of the agreements are expected to be dispatched to the Legal Committee 
members for review very soon. Jane said historically 10 Pool Members have made assignments to 
NCPA. Jane said she could set up an ad hoc committee for those interested in review and comment 
of the AAA, or conduct at a full meeting. Final approvals by the governing bodies are requested by 
August 2022. Tony is still targeting NCPA approval at the December 2, 2021 Commission meeting, 
but noted that is not absolute. If that goal is not made, there is still time to make the timing work. 
There was unanimous agreement among the Legal Committee members present for discussion of the 
AAA through an ad hoc committee. The BR AAA ad hoc committee consists of Alan Cohen, Greg 
Einhorn, Joe Pannone, Amy Bartell, Mike Vergara, Leah Goldberg, Janice Magdich, Tony Zimmer, 
and Jane Luckhardt. An ad hoc committee meeting was set for November 19, 2021, at 8:30 a.m. 
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8. Electric Vehicle Infrastructure Planning: Proposed Memorandum of Understanding 
California Electric Transportation Coalition Regional Charging Network.  

Jane Luckhardt advised the Committee about a proposed Memorandum of Understanding (MOU) 
among LADWP, NCPA, PG&E, SMUD, SDG&E, SCE, and SCPPA to promote coordination and 
cooperation on charging infrastructure optimization. Emily Lemei provided additional information to the 
Committee. SMUD prepared the initial draft of the MOU for comment. There is no requirement to sign 
the MOU, but it demonstrates collaboration on infrastructure charging coordination, especially along 
the corridors of freeways. A target goal is for charging to be available every 50 miles anywhere a truck 
is driving. Leah Goldberg said the Port is very interested in supporting charging along the corridors. 
Following the meeting, a copy of the initial draft of the MOU will be sent to all Legal Committee 
members for review. Emily said SMUD estimates that the MOU will be finalized in the next two weeks 
or so. 

 

9. Proposed Legal Committee Meeting Schedule for 2022 

A proposed calendar of regular meeting dates was presented for 2022. Alan Cohen (Alameda) made 
a motion to approve the meeting schedule as presented; seconded by Joe Mandell (Roseville). There 
was no discussion. A roll call vote was taken, as follows. The motion passed. 
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10. General Counsel Updates 

There were no new updates. 
 
11. Adjournment 

The meeting was adjourned at 9:02 a.m. 
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  

THE UNITED STATES, Defendant.  
  

PLAINTIFFS’ MOTION FOR SUMMARY 
JUDGMENT OR PARTIAL SUMMARY 

JUDGMENT 

This is an overcharge case in which the Government’s liability has been established, 

leaving only the question of how much the Government should pay in damages. Pursuant to the 

Court’s December 9 Order1 and RCFC 56, plaintiffs move for partial summary judgment in their 

favor and against defendant United States, with respect to the methodology and inputs to be used 

in calculating plaintiffs’ damages. It is undisputed that damages in this case are the difference 

between (1) defendant’s CVPIA2 mitigation and restoration (M&R) charges to plaintiffs during 

the damages time period, and (2) the M&R charges that the defendant should have charged had 

it implemented the proportionality requirements of CVPIA § 3407(d)(2)(A), 106 Stat. 4706,  

4727-28.3 Plaintiffs seek a determination that the calculation of what they should have paid must 

                                                 
1 ECF No. 151. 
2 Central Valley Project Improvement Act, Pub. L. No. 102-575, tit. 34, 106 Stat. 4706, 4706-
31, Appx001 (1992) (CVPIA).  
3 Joint Suppl. Status Rep., ECF No. 148. CVPIA § 3407(d)(2)(A), 106 Stat. 4706, 4727-28, 
Appx0022-Appx0023 provides, in relevant part, that “The amount of the mitigation and 
restoration payment made by Central Valley Project water and power users, taking into account 
all funds collected under this title, shall, to the greatest degree practicable, be assessed in the 
same proportion, measured over a ten-year rolling average, as water and power users' 
respective allocations for repayment of the Central Valley Project.” 
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use, as the measure of proportionality, the Central Valley Project cost allocations for water and 

power users that were in effect when the disproportionate charges were rendered. As shown in 

plaintiffs’ supporting memorandum and appendix, the resolution of this issue presents a pure 

issue of law, and the ruling plaintiffs seek comports with the rule that economic loss damages 

should be measured at the time of defendant’s wrongdoing.  

Plaintiffs are mindful of the Court’s directive that “[d]ispositive motions shall be limited 

to the legal issues before the Court, specific to how damages shall be calculated and what type of 

amounts should be accounted for.”4 Accordingly, plaintiffs respectfully ask the Court to rule as 

a matter of law that: (1) damages in this case are the difference between the charges actually 

imposed on plaintiffs for fiscal years 2008 through 2020 and the charges the Bureau should have 

imposed but for its illegal exactions, measured as of the time of the exactions using the CVP cost 

allocations and methods then in place; and (2) plaintiffs’ reliance on the CVP cost allocation 

amounts and percentages shown in Joint Exhibit 2 and the Government’s discovery responses is 

sufficient to carry their burden to compute but-for charges and damages with reasonable 

certainty.5 

In plaintiffs’ view, the court’s ruling on those issues will effectively dispose of the entire 

case. As explained herein, the parties disagree over what methodology must be used to calculate 

damages; resolving that difference is a matter of law and does not turn on disputed facts. 

                                                 
4 Order, ECF No. 149. 
5 The only other issue in dispute is the use or non-use of a lag period in calculating the M&R 
charges defendant should have charged plaintiffs had the defendant implemented the 
proportionality requirement of CVPIA 3407(d)(2)(A), 106 Stat. 4706, 4727-28, Appx0022-
Appx0023. See Joint Suppl. Status Rep., ECF No. 148. A ruling that damages here must be 
measured at the time of defendant’s wrongdoing disposes of this issue, because contrary to 
historical practice, defendants’ damages calculation employs a two-year lag not implemented 
for purposes of assessing M&R charges until after the damages time period. 
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Accordingly, if the Court issues the requested rulings and directs the parties to meet and confer 

on the calculation of damages in accordance with those rulings, plaintiffs expect that the parties 

should be able to stipulate to the resulting damages amount. Alternatively, and in light of the 

absence of disputed material facts, plaintiffs believe that the Court’s resolution of the 

methodological question could enable the Court to grant summary judgment and award damages 

as calculated by the relevant party. In that case, for the reasons shown in plaintiffs’ supporting 

memorandum and appendix, plaintiffs respectfully ask that the Court grant summary judgment 

in plaintiffs’ favor and award plaintiffs damages in the amount of $81,872,385.  

Respectfully submitted, 

/s/ Lisa G. Dowden 
Lisa G. Dowden 
Jeffrey A. Schwarz 
Attorneys for Northern California 
Power Agency, et al. 
 

Law Offices of: 
SPIEGEL & MCDIARMID LLP 
1875 Eye Street, NW 
Suite 700 
Washington, DC 20006  
lisa.dowden@spiegelmcd.com  
(202) 879-4000 
 
December 17, 2021 
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CERTIFICATE OF SERVICE 

I hereby certify that on this 17th day of December, 2021, I caused the foregoing to be 

filed electronically with the Clerk of the Court using the CM/ECF system, which will send a 

Notice of Electronic Filing to all counsel of record. Users not registered with CM/ECF will be 

served by U.S. Mail or other electronic means. 

/s/ Lisa G. Dowden 
Lisa G. Dowden 

Law Offices of: 
SPIEGEL & MCDIARMID LLP 
1875 Eye Street, NW 
Suite 700 
Washington, DC  20036 
(202) 879-4000 
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  

THE UNITED STATES, Defendant.  
  

PLAINTIFFS’ MEMORANDUM IN SUPPORT OF 
MOTION FOR SUMMARY JUDGMENT OR 

PARTIAL SUMMARY JUDGMENT 
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INTRODUCTION 

This is an overcharge case1—one in which the Government’s liability has been 

established, leaving only the question of how much the Government should pay in damages.  

The Central Valley Project Improvement Act, Pub. L. No. 102-575, tit. 34, 106 Stat. 4706, 

4706-31 (1992) (CVPIA),2 requires the U.S. Bureau of Reclamation (Bureau) to impose 

“mitigation and restoration” (M&R) charges on Central Valley Project (CVP) water and power 

customers and limits the charges the Bureau can impose.3 Water users’ charges are a function of 

rates capped by the statute and applied to the quantity of CVP water sold and delivered each year. 

Power users’ charges are supposed to follow water users’ charges proportionally. Under CVPIA 

§ 3407(d)(2)(A), 106 Stat. 4706, 4727-28, Appx0022-Appx0023, water and power users’ CVPIA 

charges are to be assessed in the same proportion, on a ten-year rolling average basis, as their 

respective allocations of CVP capital costs.4 In other words, if power users’ share of CVP capital 

costs is one third of water users’ share in a given ten-year period, then the power users’ M&R 

charges should likewise be one third of water users’ charges over that period. 

                                         
1 “Overpayment claims are one of the quintessential illegal exaction claims.” N. Cal. Power 
Agency v. United States, 122 Fed. Cl. 111, 116 (2015) (NCPA) (denying Government’s motion 
to dismiss). 
2 A copy of the CVPIA is reproduced in the Appendix starting at Appx0001. 
3 In this memorandum, we generally use the term “Government” to refer to the United States in 
its role as defendant in this litigation and “Bureau” when discussing actions the Bureau took or 
should have taken regarding the allocation of CVP costs and the assessment of M&R charges 
under the CVPIA. 
4 CVPIA § 3407(d)(2)(A) provides, in relevant part, that “[t]he amount of the mitigation and 
restoration payment made by Central Valley Project water and power users, taking into account 
all funds collected under this title, shall, to the greatest degree practicable, be assessed in the 
same proportion, measured over a ten-year rolling average, as water and power users’ respective 
allocations for repayment of the Central Valley Project.” CVPIA § 3407(d)(2)(A), 106 Stat. at 
4727-28, Appx0022-Appx0023. 
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There was never any dispute that the Bureau imposed disproportionate M&R charges on 

CVP power customers during the relevant period; the only question for liability purposes was 

whether the Bureau had statutory authority to do so. The Federal Circuit answered that question 

when it agreed with the plaintiffs’ reading of the CVPIA and held that its proportionality 

limitation is binding. N. Cal. Power Agency v. United States, 942 F.3d 1091, 1098-99 (Fed. Cir. 

2019). After that ruling, there no longer could be any dispute that the Bureau’s disproportionate 

charges exceeded statutory limits and constituted illegal exactions. The sole remaining issue is 

the computation of damages. Joint Prelim. Status Rep. at 1, ECF No. 120. 

The parties agree that damages in this case are the difference between the M&R charges 

the Bureau actually charged plaintiffs and the M&R charges it should have charged them during 

the damages period. They also agree on what the damages period is (fiscal years 2008–2020), 

how much the Bureau charged water and power users during that period, and most aspects of 

how to calculate what the Bureau should have charged. The disputes have been narrowed to two 

questions: (1) what proportionality ratios the Bureau should have used to set charges during the 

damages period; and (2) whether power users’ charges should have been proportional to water 

users’ payments for the same fiscal year or an earlier one. Neither of those issues turns on any 

genuinely disputed issue of material fact. Rather, the resolution of each depends on the answer 

to the same question of law: whether damages should be calculated using the cost allocations and 

practices that were in effect during the damages period (as plaintiffs contend) or based on 

retroactive changes to them (as the Government contends).   

Consistent with black letter law that damages for economic loss are measured at the time 

of the wrong, Plaintiffs’ expert calculated damages by applying proportionality using the cost 

allocations and practices that were in effect at the time of the Bureau’s illegal exactions. Most 
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importantly, he used proportionality ratios based on the cost allocations that were in effect during 

the damages period and were the basis for CVP repayment contributions assessed then. Those 

allocations and ratios were set forth in a joint exhibit admitted into evidence during the 2018 trial 

on liability5 as supplemented by the Government in discovery.6 Using those allocations, the 

plaintiffs’ expert calculated the amounts the Bureau “should have charged” for each year of the 

damages period in proportion to the (undisputed) amounts paid by water users for the same fiscal 

year. Comparing what the Bureau actually charged to the amounts it “should have” charged, 

plaintiffs’ expert determined that the Bureau overcharged the plaintiffs by roughly $81 million. 

Appx0060 (Wright Report). 

In contrast, the Government’s calculations (presented through the Government’s expert 

disclosures)7 violate the requirement that damages are measured at the time of the wrong. Their 

                                         
5 Joint Trial Ex. 2, U.S. Dep’t of Interior, Bureau of Reclamation: 10-Year Rolling Average of 
CVP Restoration Fund (ALL YEARS), Receipts for Irrigation, M&I, and Commercial Power 
Central Valley Project (Joint Exhibit 2) (Appx0027). 
6 Joint Exhibit 2 provided the relevant cost allocations and ratios through fiscal year 2015. In 
response to plaintiffs’ interrogatory 25, the Government provided corresponding allocations and 
ratios calculated on the same basis for fiscal years 2016–2019. Appx0028-Appx0029 
(Defendant’s Response to Interrogatory No. 25). Because the necessary data for fiscal year 2020 
was not available, plaintiff’s expert used a reasonable extrapolation for that year. Decl. of Wiley 
R. Wright III, Appx 0036; id., Ex. A, Expert Report of Wiley R. Wright, III CPA, Appx053 ¶ 54, 
(Aug. 12, 2021) (Wright Report). 
7 The Government’s damage calculation is based upon the combined work of its three expert 
witnesses, Mr. Walden, Mr. Pavich, and Dr. Taylor.  Expert Disclosure of William Taylor, 
Appx0554 (Aug. 12, 2021) (Taylor Disclosure); Supplemental Expert Disclosure of William 
Taylor, Appx0560 (Sept. 13, 2021) (Taylor Supplemental Disclosure); Expert Disclosure of 
Steve Pavich, Appx0541 (Aug. 12, 2021) (Pavich Disclosure); Supplemental Expert Disclosure 
of Steve Pavich, Appx0548 (Oct. 21, 2021) (Pavich Supplemental Disclosure); Expert Disclosure 
of Spencer Walden, Appx0537 (Aug. 12, 2021) (Walden Disclosure). Mr. Walden presents the 
Government’s calculation, which depends in part on “the results of Mr. Pavich and Dr. Taylor’s 
work and in part known historic data.” Appx0591-Appx0592 (Defendant’s Response to 
Interrogatory No. 30). 
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calculations subtract more than $600 million from the CVP repayment costs that were assigned 

to water users in the allocations the Bureau prepared during the damages period and used in 

developing Joint Exhibit 2 and the response to interrogatory 25. These subtracted costs are 

amounts that CVP water users are obligated to repay for federally financed water distribution 

systems and certain facilities that are part of the CVP’s San Felipe Division. Subtracting those 

costs from the water users’ CVP allocations increases the power users’ relative purported share 

of CVP costs. As a result of these and other changes, the Government’s new proportionality ratios 

are about 25 percent greater than those in Joint Exhibit 2 and the Government’s interrogatory 

response based on the historical allocations. The Government’s retroactive changes thus increase 

by about 25 percent the amount the Bureau now says it should have charged plaintiffs during the 

damages period—and understates their damages accordingly. Using the adjusted proportionality 

ratios, the Government’s experts calculated the power M&R charges for each year of the damages 

period that would have been proportional (in their view) to collections from water users during a 

previous fiscal year. Comparing the Bureau’s actual charges to ones computed on this basis, the 

Government calculates that the Bureau overcharged plaintiffs by roughly $68 million.  Appx0540 

(Walden Disclosure).  

The parties’ use of different CVP cost allocations (and resulting ratios of proportional 

charges during the damages period) accounts for essentially the entire difference between their 

calculated damages amounts. See Rebuttal Expert Report of Wiley R. Wright, III CPA Appx0087 

¶ 15 (Sept. 13, 2021) (Wright Rebuttal Report).8 The Government contends that subtracting the 

                                         
8 The other difference in their calculations—setting power’s M&R charges proportional to water 
charges the same year (as plaintiffs do) or an earlier year (as the Government does)—actually 
narrows the gap between their calculated damages. The Government’s lagging calculation 
reflects the retroactive application of a method the Bureau adopted to calculate proportional 
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distribution system and San Felipe costs is appropriate because it is consistent, in their view, with 

a final CVP cost allocation study that the Bureau issued in January 2020—after the Federal 

Circuit decision in this case and after the charges at issue here were determined. But contrary to 

the Government’s view, the law of damages and CVPIA scheme both preclude retroactive 

application of the 2020 study to calculate the M&R charges the Government would have assessed 

had it applied proportionality during the damages period. And even if it could be applied 

retroactively, the 2020 study would not justify subtraction of the relevant costs. 

As such, plaintiffs respectfully ask the Court to rule as a matter of law that: (1) damages 

in this case are the difference between the charges actually imposed on plaintiffs for fiscal years 

2008 through 2020 and the charges the Bureau should have imposed but for its illegal exactions, 

measured as of the time of the exactions using the CVP cost allocations and methods then in 

place; and (2) plaintiffs’ reliance on the CVP cost allocation amounts and percentages shown in 

Joint Exhibit 2 and the Government’s discovery responses is sufficient to carry their burden to 

compute but-for charges and damages with reasonable certainty.  

In plaintiffs’ view, the Court’s ruling on those issues will effectively dispose of the entire 

case. As explained herein, the parties disagree over what methodology must be used to calculate 

damages; resolving that difference is a matter of law and does not turn on disputed facts. 

Accordingly, plaintiffs believe that the Court’s resolution of the methodological question could 

enable it to grant summary judgment and award damages as calculated by the relevant party’s 

                                         
charges prospectively after the Federal Circuit decision. Wright Report, Appx0049 ¶ 39. Had 
plaintiffs used the lagging approach to calculate what they should have paid, they would have 
calculated damages in excess of $85 million. Id. But they eschewed that approach and instead 
calculated damages of $81,872,385 in order to abide by the rule that economic loss damages are 
measured at the time of the wrong using the data and methods in place at the time. Id. 
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expert(s). Alternatively, and as contemplated by the Court’s November 4, 2021 order (ECF No. 

149), the Court could decide as a matter of law “how damages shall be calculated” and direct the 

parties to meet and confer to “complete their own damages calculation in accordance with the 

Court’s Order.” 

QUESTIONS PRESENTED 

Black letter law holds that damages for economic loss are measured as of the time of the 

wrongdoing, without adjustment for later occurring events. In this illegal exaction case, the 

parties agree that damages are the difference between what the Government charged plaintiffs 

and what it should have charged them applying proportionality during the damages period 

(FY2008–FY2020). The question presented is whether the key determinant of damages in this 

case—what the Government “should have charged”—should be based on the CVP cost allocation 

data and practices that were in effect at the time of the illegal exactions. 

STATEMENT OF THE CASE 

A. Central Valley Project 

The CVP is a massive water infrastructure project that includes 20 dams and reservoirs 

and hundreds of miles of canals spanning most of California. Stockton E. Water Dist. v. U.S., 583 

F.3d 1344, 1349 (Fed. Cir. 2009). First authorized in 1935 and reauthorized in 1937,  the project 

has grown over the ensuing decades as Congress authorized additional facilities (grouped into 

Divisions or Units) to be built and integrated with the CVP. Id.; see also Bureau of Reclamation, 

Central Valley Project Final Cost Allocation Study (Appx0379-Appx0536), Appx0400-

Appx0401 (Jan. 2020) (2020 CAS). Today, the project’s facilities and service areas extend to 35 

of California’s 58 counties, and supply water to more than 200 long-term water contractors in 

Case 1:14-cv-00817-DAT   Document 152   Filed 12/17/21   Page 17 of 45



7 

the Central Valley, the San Francisco Bay Area, and the Santa Clara Valley. Id., Appx0387, 

Appx0399. 

CVP facilities operate in interrelated fashion to serve the project’s eight authorized 

purposes: water supply, power, flood control, water quality, recreation, navigation, fish and 

wildlife enhancement, and fish and wildlife mitigation. Id., Appx0387. Two of those purposes 

are especially relevant here. The water supply function involves storing and delivering water to 

be used for agricultural irrigation (Irrigation) or municipal and industrial (M&I) purposes or 

wildlife conservation. Id., Appx0421. The power function involves generating and transmitting 

electric energy that is either used for project purposes (e.g., water pumping) or sold to electric 

power purchasers (commercial power) by the Western Area Power Administration (Western) as 

agent for the Bureau. Id., Appx0424. The plaintiffs are commercial power contractors.9 During 

the damages period at issue here, the plaintiffs purchased and paid for roughly 40 to 42 percent 

of all CVP power sold to CVP power contractors. Wright Report, Appx0043 ¶ 18; Walden 

Disclosure, Appx0538. 

B. CVP capital cost allocation and repayment generally 

Reclamation law determines how the costs of constructing federal reclamation projects 

are allocated and how repayment responsibilities are assigned among the projects’ 

beneficiaries.10 Under reclamation law, project construction costs incurred by the federal 

                                         
9 N. Cal. Power Agency, 942 F.3d at 1092-93; Stipulations of Agreed-Upon Facts, Stipulations 
¶ 2, ECF No. 78. 
10 U.S. Gov't Accounting Off., GAO/T-RCED-97-150, Bureau of Reclamation: Reclamation 
Law and the Allocation of Construction Costs for Federal Water Projects: Statement of Victor S. 
Rezendes, Director, Energy, Resources, and Science Issues, Resources, Community, and 
Economic Development Division: Testimony Before the Subcommittee on Water and Power 
Resources, Committee on Resources, House of Representatives at Appx0178 (May 6, 
1997), https://www.gao.gov/assets/t-rced-97-150.pdf (GAO 1997 Testimony). 
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government are divided into two categories—those that will be reimbursed by project 

beneficiaries and nonreimbursable costs borne by the federal government. Id. Costs allocated to 

irrigation, municipal and industrial water use, and power generation are reimbursable. 

Appx0178-Appx0179. As the Federal Circuit explained: 

The rates charged to CVP water and power customers reimburse 
the Bureau for the proportionally allocated costs of building, 
operating, and maintaining the CVP. Water customers are 
responsible for roughly seventy-five percent of those costs. Power 
customers, including the plaintiffs, are responsible for the 
remaining twenty-five percent. Those allocations are intended to 
reflect the relative benefits that water and power customers derive 
from the CVP. Water customers are responsible for a larger 
proportion of project costs because the CVP is primarily a water-
focused project. 

N. Cal. Power Agency, 942 F.3d at 1092. 

Generally, cost allocations for Reclamation projects are first performed during project 

planning to estimate repayment responsibilities and decide whether a project is financially 

feasible. 2020 CAS, Appx0413. When construction occurs over a long time or in stages, interim 

allocations are performed. Id. The Bureau’s policy—which it has not followed for the CVP since 

1975—has been to complete a major allocation of costs every 10 years and to perform updates 

to those allocations every 5 years.11 When a project is substantially complete, the Bureau prepares 

a final cost allocation. 2020 CAS, Appx0413. When the Bureau issues a new interim or final cost 

allocation study, the new study affects water and power users’ repayment responsibilities going 

                                         
11 U.S. Gov’t Accounting Off., GAO/RCED-92-74, Bureau of Reclamation: Central Valley 
Project Cost Allocation Overdue and New Method Needed: Report to the Chairman, 
Subcommittee on Water, Power and Offshore Energy Resources, Committee on Interior and 
Insular Affairs, House of Representatives at Appx0153 (Mar. 1992), https://www.gao.gov/assets/
rced-92-74.pdf (1992 GAO Report). 
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forward. The Bureau does not change the past allocations retroactively or revise and rebill the 

charges that were based on them. Appx0579 (Defendant’s Response to Interrogatory No. 21).  

For decades before and during the damages period in this case, CVP interim cost 

allocations formed the basis for the repayment component of water and power rates. In support 

of its annual CVP ratesetting, the Bureau every year applied the methods and cost allocation 

factors from its then-most-recent study to the CVP’s then-current plant balances. Bureau of 

Reclamation, Central Valley Project Cost Allocation Study (May 2001) (2001 CAS) (Appx0252-

Appx0378) at Appx0272; 2020 CAS at Appx0389. 

The Bureau’s interim allocations of CVP costs remained in place for an unusually long 

time. For the entire damages period in this case, the cost allocations were governed by a major 

study issued in 1970 and updated in 1975. See 2001 CAS, Appx0273. In 1986, Congress directed 

the Bureau to prepare a new study by 1988,12 but the Bureau failed to do so. 2001 CAS, 

Appx0267 (observing that “[n]o major reallocation of CVP costs has been completed since 

1975.”). In 2001, the Bureau considered and rejected proposed changes to the existing 

allocations. 2001 CAS, Appx0296, Appx0300, Appx0334. The 2001 report “closely examined 

various cost allocation methods” and decided that “the existing methodology would remain in 

place.” 2020 CAS, Appx0414. The Bureau did not issue any new CVP allocation study until 

January 2020, see 2020 CAS, Appx0387-Appx0388, two months after the Federal Circuit 

decision in this case. The 1970 study, as updated in 1975, thus remained in effect for roughly 50 

years and throughout the damages period in this case. 

                                         
12 Pub. L. No. 99-546, 100 Stat. 3050-3056, § 102 (1986), Appx0187 (“The Secretary of the 
Interior is authorized and directed to undertake a cost allocation study of the Central Valley 
project, including the provisions of this Act, and to implement such allocations no later than 
January 1,1988.”). 
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C. Central Valley Project Improvement Act 

In 1992 Congress enacted the CVPIA to address the CVP’s environmental impact. N. 

Cal. Power Agency, 942 F.3d at 1092. The CVPIA established a “Restoration Fund” to pay for 

fish and wildlife habitat restoration, among other things. Id. at 1093. To raise money for the 

Restoration Fund, Congress directed the Bureau to assess several charges to CVP water and 

power customers, including the M&R payments at issue here. Id. At the same time, CVPIA 

§ 3407(d)(2)(A) limited the amounts the Bureau could charge. Congress set dollar-per-acre-foot 

caps on the rates the Bureau could charge irrigation and M&I contractors for water sold and 

delivered. And—key to this case—it required that the payments by CVP water and power users 

be assessed, to the greatest degree practicable, “in the same proportion, measured over a ten-year 

rolling average, as water and power users’ respective allocations for repayment of the Central 

Valley Project.” CVPIA § 3407(d)(2)(A), 106 Stat. at 4727-28, Appx0022-Appx0023.13 

D. This litigation 

Instead of computing and assessing proportional M&R payments, the Bureau historically 

used a “power pays the difference” approach designed to maximize CVPIA collections. Under 

that approach, the Bureau charged power contractors each year the difference between the cap 

on total water and power M&R payments (which it treated as a floor) and the payments by water 

users for that fiscal year. The result of this policy was to impose on power contractors M&R 

charges out of proportion to their shares of CVP repayment responsibility. In 2014, plaintiffs 

filed a complaint in this Court alleging that the Bureau’s imposition of such disproportionate 

                                         
13 The statute also set an upper limit on the combined collections from water and power 
contractors. Id. CVPIA charges are not the only funding sources for CVPIA activities. As of 
2017, the Bureau had obtained over $700 million from other sources to fund CVPIA 
activities. Stipulation of Agreed Upon Facts, Stipulations ¶ 26, ECF No. 72. 
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M&R payments was an illegal exaction. The Government answered that the CVPIA allowed it 

to prioritize collections over proportionality and, after a trial on liability, this Court agreed and 

dismissed the complaint. N. Cal. Power Agency v. United States, 139 Fed. Cl. 74, 83, 84 (2018), 

reversed and remanded, 942 F.3d 1090 (2019). The Federal Circuit reversed that decision and 

held that the CVPIA requires the Bureau to prioritize proportionality over maximizing 

collections. N. Cal. Power Agency, 942 F.3d at 1098-99. 

During the 2018 trial on liability, the parties jointly introduced and the Court admitted 

into evidence (see Appx0031 (Trujillo-Bixby Tr., ECF No. 89)) a joint exhibit comparing, on a 

ten-year rolling average basis, power and water users’ relative M&R payments and respective 

allocations for CVP repayment. Appx0027 (Joint Exhibit 2). At trial, Government witness Gail 

Trujillo-Bixby agreed that Joint Exhibit 2 represented “the ten-year rolling average assessment 

of collections and repayment allocation[s].” Appx0032-Appx0033 (Trujillo-Bixby Tr., ECF No. 

90). And she agreed that “that’s what the restoration fund says in terms of how the repayment 

allocation should be measured for proportionality if they’re on the ten-year rolling average basis.” 

Appx0033 (Trujillo-Bixby Tr., ECF No. 90); see also Appx0034-Appx0035 (Mooney Tr., ECF 

No. 91) (agreeing that Joint Exhibit 2 reflected the “appropriate comparison between the M&R 

payments and repayment allocation . . . using the ten-year rolling average”).  

Joint Exhibit 2 included allocations and percentages through fiscal year 2015. In response 

to an interrogatory, the Government supplied corresponding allocations and percentages 

developed on the same basis for fiscal years 2016 through 2019. Appx0028-Appx0029 

(Defendant’s Response to Interrogatory No. 25).14 

                                         
14 The Government contended that the allocations for fiscal year 2020 were not available yet. Id.  
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E. Damages 

There is no dispute that the Bureau imposed disproportionate charges on plaintiffs 

constituting an illegal exaction for which the Government must pay damages. This Court has 

held already that “[i]f the Government violated the proportionality requirement in Section 

3407(d), by necessary implication, the remedy would be a return of the illegal and 

disproportionate payments that it assessed upon Plaintiffs.” NCPA, 122 Fed. Cl. at 113.15 Nor is 

there any dispute that damages in this case are the difference between what the Bureau charged 

plaintiffs and what it should have charged them for fiscal years 2008 through 2020. See Wright 

Report, Appx0047 ¶ 34; Walden Disclosure, Appx00538 (“[i]n general, the damages amount is 

the difference between what was paid and what should have been paid.”).16  

The parties also agree on many aspects of the formulas and inputs to use in calculating 

what should have been paid. As they explained in their November 1, 2021 Joint Supplemental 

Status Report, the parties generally “agree on the arithmetic and spreadsheet formulas that should 

be used to compute the amounts that the United States should have charged during the damages 

period.”  Joint Suppl. Status Rep. at 7, ECF No. 148. Both parties compute the proportional 

charges for all power contractors compared to the actual amounts paid by all power contractors, 

and compute plaintiffs’ damages as a fraction of the total overpayment by all power contractors. 

Id. The parties use the same algebraic formulas to compute the proportional amounts power users 

should have paid. Id. And they agree on most of the inputs to the calculations, including what the 

Bureau actually charged water and power contractors during the damages period. Id. at 7-8.  

                                         
15 See also Renée Burbank, Illegal Exactions, 87 Tenn. L. Rev. 315, 343 (2020) (In overpayment 
cases, “courts simply require[] that the government pay back the illegal sum.”). 
16 See also Appx0570-Appx0575 (Defendant’s Response to Interrogatory No. 18) (explaining 
the Government’s view of how power charges “should have been set”). 
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The parties disagree on one fundamental issue that can be resolved as a matter of law. 

Plaintiffs contend that the calculation of what they should have paid must use, as the measure of 

proportionality, the cost allocations that were in effect when the disproportionate charges were 

rendered. Those allocations are shown in Joint Exhibit 2 and the Defendant’s response to 

plaintiffs’ interrogatory 25. Plaintiffs’ expert used those historical allocations and percentages to 

determine what the Government would have charged during the damages period but for its failure 

to treat proportionality as binding. Wright Report, Appx0047-Appx0048 ¶ 36, Appx0050 ¶ 45. 

In contrast, the Government’s damage calculations modify those cost allocations 

retroactively, thereby increasing by roughly 25 percent the Government’s estimate of what 

plaintiffs should have paid. See id., Appx0056-Appx0057 ¶ 69 (comparing percentages from 

Joint Exhibit 2 with those used in the Government’s damages calculations). The Government 

explained its retreat from Joint Exhibit 2 by stating that “[a]fter further analysis,” the Bureau 

“currently takes a different position with respect to whether certain of those costs should be 

included or excluded from the proportionality calculation.” Appx0586 (Defendant’s Response to 

Interrogatory No. 27). Among other changes, the Government subtracts more than $600 million 

from the water user CVP repayment allocations that were in effect during the damages period. 

See Appx0576-Appx0578 (Defendant’s Response to Interrogatory No. 19); 2020 CAS, 

Appx0409; Wright Rebuttal Report, Appx0093-Appx0094 ¶ 36. The Government’s expert 

witnesses acknowledge that their calculations involve adjusting the allocations retroactively. See 

Appx0544 (Pavich Disclosure) (explaining that the Government’s proportionality calculations 

are based on “[cost allocation] assumptions . . . different than what was used historically”); 

Appx0561 (Taylor Supplemental Disclosure) (seeking to justify the “retroactive application” of 

cost allocation determinations completed in 2020 after the charges for fiscal years 2008 through 
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2020 were rendered); id., Appx0567 (asserting that “damages should reflect the charges that 

plaintiffs would have paid . . . based on then-extant allocation and with CVP [2020] Final Cost 

Allocation assumptions and policies.”) (emphasis added). 

The second question of retroactive application concerns a change in the Bureau’s method 

for calculating the M&R assessments to power customers after the Federal Circuit’s decision. 

The new methodology, first assessed prospectively in FY2021, is referred to as the “two year 

billing lag.” The Bureau calculates the M&R assessment for power customers based on the 

collections from water customers in a previous year (in this case, the assessment for FY2021 was 

based on water collections in FY2019). The new methodology was acceptable to power 

customers on a prospective basis, as it provided greater predictability of the M&R charge, and 

was administratively simpler because it could be based on a year for which accounting was 

complete. However, plaintiffs believe that applying this prospective change retroactively to the 

damages calculation is inconsistent with the principle of calculating damages using the 

methodology in place at the time the damages were incurred.17 

F. Applicable law 

1. Proof of damages 

Plaintiffs bear the burden to prove damages with “reasonable certainty.” See Stockton E. 

Water Dist. v. United States, 109 Fed. Cl. 760, 782 (2013). But “where responsibility for damage 

                                         
17 During the damages period, the Bureau calculated power’s M&R charges as the difference 
between the statutory cap and water charges for the same fiscal year. Therefore, plaintiffs—
substituting proportionality for “power pays the difference”—calculated power M&R charges 
that would have been proportional to collections from water users the same fiscal year. Doing so 
reduced plaintiffs’ recommended damages award. Using the same-year approach, plaintiffs’ 
expert recommended damages of $81,872,385 (Wright Report, Appx0048 ¶ 38)—about $4 
million less than the $85,990,156 he calculated using the Government’s lagging method (id., 
Appx0048-Appx0049 ¶ 39). 
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is clear, it not essential that the amount thereof be ascertainable with absolute exactness or 

mathematical precision.” Id. (quoting Bluebonnet Sav. Bank, F.S.B. v. United States, 266 F.3d 

1348, 1355-57 (Fed. Cir. 2001)). The court’s duty is to ensure that plaintiffs have offered a “fair 

and reasonable approximation of the damages.” Id. (quoting 266 F.3d at 1356-57). 

While plaintiffs must make a reasonable showing of what their economic position would 

have been but for the defendant’s wrongdoing, doubts should be resolved against the wrongdoer. 

“[T]he risk of uncertainty must fall on the defendant whose wrongful conduct caused the 

damages.” Energy Capital Corp. v. United States, 302 F.3d 1314, 1327 (Fed. Cir. 2002) (quoting 

Mid–America Tablewares, Inc. v. Mogi Trading Co., 100 F.3d 1353, 1366 (7th Cir. 1996). Cf. 

Bigelow v. RKO Radio Pictures, Inc., 327 U.S. 251, 264-65 (1946) (“The most elementary 

conceptions of justice and public policy require that the wrongdoer shall bear the risk of the 

uncertainty which his own wrong has created.”); Restatement (Second) of Contracts § 352 (Am. 

L. Inst. 1981) (“Doubts are generally resolved against the party in breach.”).  

2. Summary judgment 

Summary judgment “shall [be] grant[ed]” when “there is no genuine dispute as to any 

material fact and the movant is entitled to judgment as a matter of law.” RCFC 56(a).  

RCFC 56 is patterned on Rule 56 of the Federal Rules of Civil 
Procedure (Fed.R.Civ. P.) and is similar both in language and 
effect. Both rules provide that summary judgment ‘shall be 
rendered forthwith if the pleadings, depositions, answers to 
interrogatories, and admissions on file, together with the affidavits, 
if any, show that there is no genuine issue as to any material fact 
and that the moving party is entitled to a judgment as a matter of 
law.’ RCFC 56(c); Fed. R. Civ. P. 56(c); see also Anderson v. 
Liberty Lobby, Inc., 477 U.S. 242, 247-48 . . . (1986). 

Demontiney v. United States, 54 Fed. Cl. 780, 784 (2002), affirmed, 81 Fed. Appx. 356 (2003). 

An issue is genuine if it “may reasonably be resolved in favor of either party.” Anderson, 

477 U.S. at 250. A fact is material if it might impact the outcome of the suit under the governing 
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law. Id. at 248. The moving party bears an initial burden to demonstrate the absence of any 

genuine issue of material fact, at which point the burden shifts to the non-moving party to show 

that a genuine issue of material fact exists. Celotex Corp. v. Catrett, 477 U.S. 317, 323–24 (1986). 

“Irrelevant or unnecessary factual disputes do not preclude the entry of summary judgment.” 

Demontiney, 54 Fed. Cl. at 784. 

ARGUMENT 

The disputed issue that underlies the roughly $13 million difference between the parties 

concerns the inputs used by each to calculate water and power users’ respective shares of CVP 

repayment responsibility. The statute provides that these inputs are the ten-year rolling averages 

of water and power users’ respective allocations for repayment of the Central Valley Project. 

CVPIA § 3407(d)(2)(A), 106 Stat. 4706, 4727-28, Appx0022-Appx0023. Because the Bureau 

pursued its illegal “power pays the difference” approach, it did not perform annual 

proportionality calculations for M&R charges during the damages period. It did, however, 

perform annual updates allocating CVP capital costs among water and power customers for other 

purposes—namely, the setting of annual CVP water and power rates (see N. Cal. Power Agency, 

942 F.3d at 1092)—based on the prevailing cost allocation study methods and then-current 

amounts of CVP plant in service. As Plaintiff’s expert witness demonstrated, these annual 

allocations were consistent with the figures shown for rolling ten-year periods in Joint Exhibit 2. 

Had the Bureau correctly applied proportionality during the damages period, it almost certainly 

would have used the cost allocations then in effect and would have included the CVP water user 

costs it now seeks to subtract—just as it included them when it prepared Joint Exhibit 2 and, 

together with plaintiffs, presented that exhibit to the Court.  
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Plaintiffs ask the Court to hold that damages in this case are the difference between their 

actual M&R charges and but-for charges that are computed using the CVP cost allocations in 

effect during the damages period, without post hoc adjustment. And because Joint Exhibit 2 

(Appx0027) and the Government’s interrogatory response for later years (Appx0028-Appx0030) 

reflect the allocations that were then in effect, plaintiffs ask the Court to rule that reliance on 

them is sufficient as matter of law to carry plaintiffs’ burden to show with reasonable certainty 

what the Bureau would have charged during the damages period had it implemented 

proportionality.  

I. DAMAGES MUST BE MEASURED USING THE CVP COST 
ALLOCATIONS IN EFFECT WHEN THE CHARGES WERE 
ASSESSED. 

Measuring economic damages requires asking what financial position the plaintiff would 

have been in “but for” the unlawful government action. A & D Auto Sales, Inc. v. United 

States, 748 F.3d 1142, 1157 (Fed. Cir. 2014). The “but-for scenario” is “the standard general 

approach to damages quantification.”  Mark A. Allen, Robert E. Hall, and Victoria A. Lazear, 

Reference Guide on the Estimation of Economic Damages 425, 429, Reference Manual on 

Scientific Evidence (Fed. Jud. Ctr. 3d ed.2011) (“Reference Guide”).18 This analysis requires a 

“description of the defendant’s proper actions in place of its unlawful actions and a statement 

about the economic situation absent the wrongdoing, with the defendant’s proper actions 

                                         
18 This “but for” analysis is the nearly universal measure of economic loss. E.g., Affiliated Ute 
Citizens of Utah v. United States, 406 U.S. 128, 156 (measure of damages in securities fraud 
action was the market value of what plaintiffs’ “stock was worth . . . at the times of the . . . 
respective [fraudulent] sales”), reh’g denied, 407 U.S. 916, reh’g denied, 408 U.S. 931 (1972); 
Chattanooga Foundry & Pipe Works v. Atlanta, 203 U.S. 390, 396 (1906) (damages for cartel 
price fixing was the difference between the price paid and the market or fair price that the plaintiff 
“would have [otherwise] had to pay under natural conditions”).  

Case 1:14-cv-00817-DAT   Document 152   Filed 12/17/21   Page 28 of 45



18 

replacing the unlawful ones.” Id. at 432. And the “economic situation absent the wrongdoing” is 

measured “as of the time of the wrongdoing.” Id. at 432, 445; see also 22 Am. Jur. 2d Damages 

§ 95, 115 (2013) (“Damages for a breach of contract are determined as of the time of the 

occurrence of the breach”).19 “[L]ater events, such as fluctuations in value after the breach, do 

not affect the measure of damages.” 22 Am. Jr. 2d Damages § 115. 

In Reynolds v. United States, 141 Ct. Cl. 211, 220 (1958), the Court of Claims held that 

“[t]he normal measure of damages for breach of contract or other legal obligation is the 

difference in value between what one would have received if the obligation had been satisfied 

according to its terms and what one got or had in fact.” (emphasis added). The court added that 

the time as of which damages are measured is “[t]he time when performance should have taken 

place.” Id.; see also First Fed. Lincoln Bank v. United States, 518 F.3d 1308, 1316 (Fed. Cir. 

2008) (“In general, in an action for breach of contract, ‘the appropriate date for calculation of 

damages is the date of breach.’”) (quoting Energy Capital Corp. v. United States, 302 F.3d at 

1330); Estate of Berg v. United States, 231 Ct. Cl. 466, 469 (Fed. Cir. 1982) (“As a general rule, 

our law has adopted the standard of market value at the time and place of the failure to perform 

as the basis for measuring the compensation to which the injured promisee is entitled.” (quoting 

J. Murray, Contracts § 237 (2d rev. ed. 1974)); N. Paiute Nation v. United States, 9 Ct. Cl. 639, 

643 (1986) (“The general rule applied in the Court of Claims, this court’s predecessor, seems to 

be that damages are to be measured at the time of breach.”). 

                                         
19 See also Restatement (Second) of Torts § 901 cmt. a (Am. L. Inst. 1979) (“The law of torts 
attempts primarily to put an injured person in a position as nearly as possible equivalent to his 
position prior to the tort.”). 
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In Starr International Co., Inc. v. United States, 121 Fed. Cl. 428 (2015), vacated in part, 

856 F.3d 953 (Fed. Cir. 2017),20 the court applied this rule to an illegal exaction claim. In Starr, 

the United States had bailed out American International Group, Inc. (AIG) during a financial 

crisis with an $85 billion loan but demanded in exchange an 80 percent equity stake in the 

company. 121 Fed. Cl. at 431. The court held that the Government lacked authority to demand 

the equity stake and thus its demand constituted an illegal exaction. Id. at 434. Plaintiffs sought 

damages based on the value of the equity stake when the public learned of the transaction. Id. at 

435-36. The court instead based damages on economic values measured at the time of the 

transaction. Id. at 436. Guided by relevant economic loss precedent, the trial court evaluated 

plaintiffs’ damages by assessing the economic condition they would have been in at the time of 

wrongdoing “but for” the Government’s illegal exaction. Id. at 436, 473-74. Reasoning that AIG 

would have gone bankrupt absent Government intervention, the court concluded that the equity 

stake wrongfully demanded by the Government was worthless when the loan was made and the 

equity stake was demanded. Id. 

Applying these rules to this case, damages must be measured by comparing the Bureau’s 

actual charges during the damages period with the amounts it would have levied had it treated 

proportionality as binding. Under the precedent discussed above, these but-for charges must be 

measured as of the time of the Government’s wrongdoing, as if the Government had applied 

proportionality when it assessed M&R charges during the damages period. In many cases, an 

expert performing a but-for analysis can “measure damages as of the time of the wrongdoing 

                                         
20 On appeal, the Federal Circuit held that the plaintiffs lacked standing to pursue the illegal 
exaction claims, so it vacated the judgment. 856 F.3d at 973. The Federal Circuit did not reach 
the merits of this court’s liability and damages analyses and did not comment on the reasoning it 
employed. Id. at 963.  
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directly from market prices or values.” Reference Guide at 445. Here, damages as of the time of 

the wrongdoing can be measured directly from records that documented the cost allocations that 

were in effect during the damages period and should have been used to establish proportional 

M&R charges. The Government’s contrary approach—based on a purported “retroactive 

application” of a 2020 cost allocation study—violates the controlling but-for approach to 

measuring damages at the time of the wrongdoing.  

And worse, the Government’s approach allows it to benefit from its breach and the 

ensuing delay to shortchange the plaintiffs by $13 million. Were it not for the Bureau’s 

wrongdoing and the multi-year litigation plaintiffs had to undertake to remedy it, there could be 

no question of the Government retroactively applying 2020 changes to reduce its damages. 

Measuring damages as the law requires, as of the time of Government’s wrongdoing, avoids that 

unjust outcome.  Cf. Bigelow v. RKO Radio Pictures, Inc., 327 U.S. 251, 264 (1946) (resolving 

damage doubts against the wrongdoer because “[a]ny other rule would enable the wrongdoer to 

profit by his wrongdoing at the expense of his victim”). 

II. PLAINTIFFS PROPERLY MEASURE THE BUT-FOR 
CHARGES USING THE CVP COST ALLOCATIONS IN 
EFFECT DURING THE DAMAGES PERIOD. 

Plaintiffs’ damage calculations properly apply these rules. The Government’s 

calculations violate them.  

Plaintiffs’ expert, Wiley R. Wright, III, calculated damages using a standard but-for 

analysis that compared the Bureau’s actual charges with those it would have assessed had it 

applied proportionality as a binding constraint when it first imposed the M&R charges for fiscal 

years 2008 through 2020. Consistent with the rule that damages are measured as of the time of 

the wrongdoing, Mr. Wright explained that any computation of the but-for charges “should 
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reflect the facts and circumstances that existed at the time when the charges were levied.” Wright 

Report, Appx0050 ¶ 45.  And he determined that the relevant data needed to calculate the but-for 

charges thus included “(a) the actual, historical CVPIA receipts collected from water users for 

FYs 2008 through 2020; (b) the actual, historical CVPIA receipts collected from power users for 

the same period; and (c) the actual, historical amounts of CVP capital costs that the Bureau then 

determined water and power users should repay.” Id.  

There is no dispute about any of these facts. The dispositive question is whether the but-

for charges should be calculated as plaintiffs do, using the “actual, historical” allocations, or as 

the Government does using adjusted allocations that post-date the damages period and reflect 

only a subset of water users’ CVP cost responsibilities. See Section III, infra. 

Plaintiffs’ expert Wright properly used the historical allocations. Specifically, he 

calculated proportional but-for charges through fiscal year 2015 using the rolling ten-year cost 

allocations and ratios shown in Joint Exhibit 2. Wright Report, Appx0047-Appx0048 ¶ 36, 

Appx0053-Appx0055 ¶¶ 56-62.21 For fiscal years 2016 through 2019, he used percentages and 

                                         
21 As he explains at Appx0047-Appx0048, ¶ 36 (Wright Report) (footnote excluded): 

To determine the proportional ratios of water and power M&R 
payments, I relied on a joint exhibit introduced during the liability 
phase of this case showing calculations of water users’ and power 
users’ respective allocations for repayment of CVP capital costs 
during the damages period. Specifically, I relied on a document 
that was introduced into evidence during the 2018 trial before the 
Court of Federal Claims as “Joint Exhibit 2,” which provided those 
amounts for rolling ten-year periods through the period ending 
with FY 2015. As the exhibit title indicates, these data were jointly 
sponsored by both the plaintiffs and the defendant. I also relied on 
defendant’s response to plaintiffs’ interrogatory 25, which 
provided corresponding ten-year amounts through the period 
ending with FY 2019. 
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ratios that the Bureau produced in discovery and were calculated on the same basis as those in 

Joint Exhibit 2. Id., Appx0054 ¶ 61. Because the Government maintained that cost allocation 

data for fiscal year 2020 was not yet available, he held the proportionality percentage constant 

from 2019 to 2020. Id., Appx0053 ¶ 54.22 

There is no dispute that Joint Exhibit 2 (and the data produced in discovery) reflect the 

actual, historical cost allocations that were in effect during the damages period. During the 2018 

trial in this case, Government witnesses agreed that Joint Exhibit 2 reflected the “the ten-year 

rolling average assessments of collections and repayment allocation[s]” Appx0032-Appx0033 

(Trujillo-Bixby Tr., ECF No. 90; Appx0034-Appx0035 (Mooney Tr., ECF No. 91), (the 

“appropriate comparison between the M&R payments and repayment allocation . . . using the 

ten-year rolling average”). In discovery, the Government explained that the capital costs shown 

in Joint Exhibit 2 are “the sum of allocated capital costs over the preceding 10 years” and the 

percentage is the “proportion of total reimbursable costs over that 10-year period for Irrigation, 

M&I and Commercial Power.” Appx0583-Appx0585 (Defendant’s Response to Interrogatory 

No. 26). The Government explained that the capital cost allocations were “derived from the CVP 

annual plant-in-service allocation,” which “allocates all capital costs across the authorized 

purposes of the CVP and further sub-allocates water supply and power costs in order to assign 

costs for repayment.” Id. It further confirmed that the allocations through FY2016 were based on 

                                         
22 As a check on his calculations using Joint Exhibit 2 and the Defendant’s response to 
interrogatory 25, the plaintiffs’ expert also performed calculations using proportionality ratios 
based on costs the Bureau showed as allocated to Irrigation, M&I Water, and Commercial Power 
in its annual cost allocation updates supporting its annual rate-setting process. See Second 
Supplemental Report of Wiley C. Wright III, CPA (Nov. 15, 2021) (Wright Second Supplemental 
Report), Appx0122-Appx0125, ¶¶ 16-25, and Appx0133-Appx0135. The alternative calculations 
agreed closely (within 1 percent) with the calculations based on Joint Exhibit 2 and the 
Defendant’s response to interrogatory 25. See id., Appx0124 ¶ 22 and Appx0133-Appx0135. 
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the “cost allocation factors developed in the 1970 Interim CVP Cost Allocation (as updated in 

1975).” Id. One of the Government’s expert witnesses, Steve Pavich, who has been the “lead on 

cost allocation analyses for the CVP since 2018,” confirmed that Joint Exhibit 2 reflects the cost 

allocations that were “used historically.” Appx0543-Appx0544 (Pavich Disclosure). 

There is likewise no dispute that the water users’ historical allocations of CVP costs 

included the distribution system and San Felipe facility costs that the Government here subtracts 

to develop new proportionality ratios for its damages calculation. In discovery, the Government 

confirmed that those costs were included in the allocations used to develop Joint Exhibit 2. See 

Appx0586-Appx0590 (Defendant’s Response to Interrogatory No. 27). The Bureau’s 2001 cost 

allocation study explained clearly how those costs were treated throughout the damages period. 

They were treated as “single-purpose facilities” whose costs were “included in the CVP cost 

allocation” (2001 CAS, Appx0283), “allocated in total” to the water supply purpose (id., 

Appx0283, Appx0285), and sub-allocated to Irrigation and M&I Water users (id., Appx0264-

Appx0265).23  

As explained above, the governing rule of law measures a plaintiff’s economic losses at 

the time of the defendant’s wrongdoing. Applying that rule, plaintiffs used the CVP cost 

allocations in effect during the damages period—as reflected in Joint Exhibit 2 and the 

Government’s discovery responses—to calculate the but-for charges that the Bureau would have 

assessed had it applied proportionality instead of power-pays-the-difference during the damages 

                                         
23 After being allocated to Irrigation and M&I Water users, the costs were “set aside in a separate 
repayment contract category.” Appx0283. The Bureau explained the reason for the set-aside: 
“Since these costs are recovered through repayment contracts” with individual water contractors, 
they are not included in generally applicable water service contract or power rates. Id. That the 
costs are recovered through repayment contracts rather than water service contracts does not 
change the fact that they are allocated to and recovered from water users.  Appx0264-Appx0265. 
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period. Plaintiffs ask the Court to hold that plaintiffs’ damages calculation method is correct as 

a matter of law. Specifically, we ask the Court to confirm that: (1) damages in this case are the 

difference between the charges actually imposed on plaintiffs for fiscal years 2008 through 2020 

and the but-for charges the Bureau would have imposed during that period, measured as of the 

time of the illegal exactions using the CVP cost allocations and methods then in place; and 

(2) plaintiffs’ reliance on the CVP cost allocation amounts and percentages shown in Joint 

Exhibit 2 and the Government’s discovery responses is sufficient to carry their burden to compute 

but-for charges and damages with reasonable certainty 

III. THE GOVERNMENT’S RETROACTIVE ADJUSTMENTS 
ARE CONTRARY TO LAW. 

 The Government, in contrast, has failed to apply a proper but-for analysis. The 

Government calculates “proportional” charges differently now, for damages, than it would have 

calculated those charges had it treated proportionality as binding when it rendered the charges. 

As explained below, the Court should reject the Government’s damage calculations because they 

are contrary to the law of damages and the CVPIA scheme. 

A. The Government’s calculations are contrary to the law of damages. 

The Government experts have rejected the traditional but-for approach to calculating 

damages. Dr. Taylor acknowledged that “[p]rior to 2019, the former cost allocation (1975 short 

form reallocation) was used to estimate the 10-year rolling average” proportionality percentages. 

Appx0567 (Taylor Supplemental Disclosure). And he seemingly agreed with plaintiffs that 

“[a]ny estimation of proportionality should reflect the facts and circumstances that existed at the 

time when the charges were levied.” Id. Yet he immediately violated that rule when he contended 

in the next sentence that damages should reflect “the charges that plaintiff would have paid had 

the Bureau applied proportionality during the damages period based on then-extant allocation 
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and with [the 2020] CVP Final Cost Allocation assumptions and policies.” Id. (emphasis added); 

see also Appx0561 (Taylor Supplemental Disclosure) (attempting to justify “[a] retroactive 

application of the Final CVP Cost Allocation”). By definition, “retroactive application” of later 

assumptions and policies cannot reflect the circumstances that existed when the charges were 

first levied. 

None of the Government’s experts contend that, had the Bureau implemented 

proportionality during the damages period, it would have done so as the Government does now 

and subtracted the distribution system and out-of-basin costs. To the contrary, the Government’s 

expert disclosures and discovery responses make clear that the Government is attempting to 

modify the historical cost allocations retroactively, purportedly in reliance on the 2020 study24 

and solely for purposes of calculating plaintiffs’ damages.25   

The Government acknowledges that the cost allocations in effect during the damages 

period allocated to water users the costs of the federally funded water distribution systems and 

San Felipe out-of-basin facilities that the Government now seeks to exclude. Appx0557 (Taylor 

Disclosure) (“Based on the 1970 cost allocation that was updated in 1975, distribution systems 

had been included . . . .”). And Dr. Taylor acknowledges that the Bureau, had it implemented 

                                         
24 Appx0561 (Taylor Supplemental Disclosure) (“A retroactive application of the Final CVP Cost 
Allocation is required.”; Appx0544 (Pavich Disclosure) (“There are several key [Cost Allocation 
Study] assumptions used for CVPIA proportionality calculations [used for the Government’s 
damages calculation] that are different than what was used historically (see Joint Exhibit 2).”); 
id. (“Generally, the CVPIA proportionality percentages are based on costs allocated in the 
[Bureau’s 2020] Final CVP Cost Allocation Study (CAS).”). 
25 The Bureau has not attempted to revise those CVP cost allocations and corresponding rates 
retroactively for any purpose other than its damages calculations here. See Appx0579 
(Defendant’s Response to Interrogatory No. 21), Appx0580 (Defendant’s Response to 
Interrogatory No. 23). 
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proportionality during the damages period, would have used those allocations and not subtracted 

the distribution system and San Felipe costs.  

In 1993 the Bureau proposed interim guidelines concerning the CVPIA’s proportionality 

provisions. In that document, the Bureau proposed to calculate proportionality using the 

“respective allocations for repayment of the Project . . . exclusive of any Water Contractor 

obligations to provide for the repayment of distribution and drainage service constructed for or 

financed by the United States for the exclusive use of individual Water Contractors.”26 But as 

Dr. Taylor concedes, the Bureau never finalized or implemented the proposed guidelines. 

Appx0557 (Taylor Disclosure). And in 2001—well before the damages period—the Bureau 

decided against changing the treatment of federally funded distribution systems and San Felipe 

out-of-basin facilities in the Bureau’s cost allocations. 2001 CAS, Appx0296-Appx0299 

(describing proposal) and Appx0334 (rejecting proposal).27 Instead, the Bureau maintained the 

existing treatment and included the distribution system and out-of-basin facilities throughout the 

duration of the damages period. Appx0567 (Taylor Supplemental Disclosure). 

Dr. Taylor explains that “[f]or most inquiries” about cost allocation and proportionality 

during the damages period, the “the likely action was simply to perpetuate current practice.” 

Appx0564 (Taylor Supplemental Disclosure). And he points to Joint Exhibit 2 as an example of 

                                         
26 Joint Trial Ex. 6, U.S. Dep’t of Interior, Bureau of Reclamation: Title 34 of Public Law 102-
575, Central Valley Project Improvement Act, Central Valley Project - California; Revised 
Interim Guidelines: Restoration Fund Payments and Charges, Appx0222 n. 18 (Oct. 1993). 
27 The 1970/75 allocation treated the facilities as “single-purpose” facilities and allocated their 
costs entirely to the water users. 2001 CAS, Appx0264-Appx0265, Appx0283, and Appx0285. 
The 2001 study did not consider changing that allocation. Rather, it considered changing the 
process used to allocate multipurpose costs by excluding distribution system and San Felipe out-
of-basin costs from use in that process. Id., Appx0296-Appx0299. In 2001, the Bureau rejected 
that change and left the existing multipurpose cost allocation in place. Id., Appx0334.  
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such likely action: “As such, when Reclamation responded to requests for data on CVP 

proportionality, as recently as 2016 from this Court, the response was predicated on the then 

current cost allocation and not the recommendation from the 1993 [Business Practice 

Guidelines].” Appx0565 (Taylor Supplemental Disclosure). Neither Dr. Taylor nor any other 

witness has supplied any reason to suppose that the Bureau would have computed proportionality 

differently during the damages period than it did in Joint Exhibit 2. 

Rather, the Government states that the Bureau, “[a]fter further analysis,” has come to a 

“different position” than it held during the damages period as to whether the relevant costs 

“should be included or excluded from the proportionality calculation.” Appx0586-Appx0588 

(Defendant’s Response to Interrogatory No. 27). The Government asserts that its present damage 

calculations are based on a “retroactive application” (or purported application) of the Bureau’s 

2020 cost allocation study. Appx0561 (Taylor Supplemental Disclosure).28  

The Court should reject those calculations because the Government’s attempt to change 

the past is proscribed by the rule that damages are measured at the time of the wrongdoing. The 

Government cannot reduce its damages by retroactively applying different CVP cost allocations 

any more than a shop owner caught overcharging customers can defeat damages by raising prices 

retroactively.  

B. The Government’s calculations are contrary to the CVPIA. 

The Government’s retroactive subtraction of federally funded distribution system and 

out-of-basin costs is also contrary to the CVPIA. The CVPIA requires that M&R payments be 

                                         
28 As explained below, the 2020 study—which continues to treat the distribution system and out-
of-basin costs as part of the water users’ total allocations, but merely excludes them from the 
process used to allocate multipurpose costs—does not support the Government’s damages 
calculation. Appx0379 (2020 CAS). 
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proportional to CVP repayment allocations on a ten-year rolling-average basis. The historical 

allocations (and CVP repayment rates and charges based on those allocations) indisputably 

included the relevant costs. The Bureau has not attempted to revise those allocations and rates 

retroactively for any purpose other than its damages calculations here. See Appx0579 

(Defendant’s Response to Interrogatory No. 21); Appx0580 (Defendant’s Response to 

Interrogatory No. 23). The Government simply seeks to calculate plaintiffs’ proportional M&R 

charges and damages on a different basis. But calculating damages on that basis would mean 

accepting that plaintiffs “should have paid” M&R charges out of proportion to the cost allocations 

that actually were in effect during the rolling ten-year periods, contrary to the CVPIA. 

The CVPIA does not contemplate retroactive revision of proportional M&R charges upon 

the completion of the CVP’s final cost allocation. When Congress enacted the CVPIA in 1992, 

it knew that the existing interim CVP cost allocation had been last updated in 1975. Congress 

also knew that in 1986 it directed the Bureau to complete a new cost allocation study by 198829 

and the Bureau by 1992 still had not done so.30 Consequently, Congress knew that the Bureau 

was allocating CVP costs and setting rates for repayment of those costs on the basis of interim 

allocations. Despite this, when Congress enacted the CVPIA, it directed the Bureau to set M&R 

charges in the same proportions over rolling ten-year periods as the water and power users 

respective allocations for CVP repayment. CVPIA § 3407(d)(2)(A), 106 Stat. 4706, 4727-28, 

                                         
29 Appx0187 (Pub. L. No. 99-546) (“The Secretary of the Interior is authorized and directed to 
undertake a cost allocation study of the Central Valley project, including the provisions of this 
Act, and to implement such allocations no later than January 1, 1988.”) 
30 By the Bureau’s admission, it gave “limited attention to the congressional mandate for an 
updated cost allocation before mid-1987.” Appx0154 (1992 GAO Report). The Bureau released 
a draft allocation update for public comment in January 1990 (id.) but did not complete that study. 
Appx0267 (2001 CAS) (observing in 2001 that “[n]o major reallocation of CVP costs has been 
completed since 1975”). 

Case 1:14-cv-00817-DAT   Document 152   Filed 12/17/21   Page 39 of 45



29 

Appx0022-Appx0023. And Congress said nothing about retroactively revising M&R charges 

when, at some unspecified future time, the Bureau completed a final CVP cost allocation. Id. Nor 

can the Bureau invent such a process (let alone apply it solely to plaintiffs) when Congress did 

not do so. As the Supreme Court has held, “[r]etroactivity is not favored in the law” and 

delegations of “legislative rulemaking authority will not, as a general matter, be understood to 

encompass the power to promulgate retroactive rules unless that power is conveyed by Congress 

in express terms.” Bowen v. Georgetown Univ. Hosp., 488 U.S. 204, 208-09 (1988). 

In any case, the Government’s calculations are not based merely on a retroactive 

application of the 2020 study; they are based on a retroactive misapplication of it. The 2020 study 

did not relieve the water users of responsibility to repay federally funded distribution system and 

out-of-basin facility costs. Nor did it allocate those costs to other users. To the contrary, the study 

treated them as directly assigned costs that are part of the overall allocation. The study set them 

aside temporarily, to exclude them from the “Separable Cost-Remaining Benefits” (SCRB) 

process used to allocate multipurpose facility costs, and then added them to the allocated 

multipurpose costs to produce the total allocation. 2020 CAS, Appx0407 (“Adding together the 

costs allocated by the SCRB process and the direct assigned costs provides the total CVP cost 

allocated.”); id., Appx0405 (“Facility costs that are not included in the SCRB analysis but remain 

part of the overall CAS include direct assigned costs [and] repayment contracts . . . .”); Appx0550 

(Pavich Supplemental Disclosure) (federally funded water distribution system and San Felipe out 

of basin facilities “represent a direct-assigned cost”). Thus, even if the 2020 study were applied 

retroactively, it would not support excluding those facility costs from the CVP allocations. 

CVPIA § 3407(d)(2)(A) requires that M&R payments be proportional to power and water 

users’ “respective allocations for repayment of the Central Valley Project,” not arbitrary subsets 

Case 1:14-cv-00817-DAT   Document 152   Filed 12/17/21   Page 40 of 45



30 

of those allocations. 106 Stat. at 4727-28, Appx0022-Appx0023. But the Government’s 

calculations are based on such subsets. As Government witness Dr. Taylor explained: “[when] 

Reclamation relies on the ‘CVP cost allocation’ it is the SCRB, and not the whole allocation, 

that reflects the appropriate allocation to use.” Appx0556 (Taylor Disclosure) (emphasis 

added).31 The 2020 study allocated roughly $3.9 billion in costs for CVP facilities in service. 

Appx0556 (Taylor Disclosure). For many of those facilities, together accounting for about $1.7 

billion, cost assignments were prescribed by statute or contract. Id. The Bureau used the “SCRB” 

process to allocate the remaining $2.2 billion. Id. Using only the costs allocated by the SCRB 

method “and not the whole allocation” thus ignores almost 45 percent of the CVP’s costs.32 

The proportionality requirement of CVPIA § 3407(d) “is a restriction that has a limiting 

effect on the Secretary [of the Interior]’s freedom of action with regard to the collection of 

[mitigation and restoration] payments.” N. Cal. Power Agency v. United States, 942 F.3d 1091, 

1096 (Fed. Cir. 2019). CVPIA section 3407(d)(2)(A), 106 Stat. at 4727-28, Appx0022-

Appx0023, provides in relevant part that “[t]he amount of the mitigation and restoration payment 

made by Central Valley Project water and power users . . . shall . . . be assessed in the same 

proportion, measured over a ten-year rolling average, as water and power users’ respective 

allocations for repayment of the Central Valley Project.” The proportionality requirement 

mandates the imposition of mitigation and restoration payments that are a function of all “water 

                                         
31 See also Appx0544 (Pavich Disclosure) (“The CVPIA proportionality percentages exclude 
direct assigned and certain other costs that were excluded from the SCRB methodology in the 
CAS.”).   
32 $1.7 billion divided by $3.9 billion equals roughly 44 percent. To be clear, the ignored 44 
percent includes both costs reimbursable by water and power contractors and nonreimbursable 
costs borne by the federal government. The federally funded water distribution facilities and out 
of basin costs—in excess of $600 million, Appx0415 (2020 CAS)—account for about 16 percent 
of the $3.9 billion CVP plant in service. 
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and power users’ respective allocations for repayment of the Central Valley Project” as 

“measured over a ten-year rolling average.” And “where, as here, the statute's language is plain, 

‘the sole function of the courts is to enforce it according to its terms.’” United States v. Ron Pair 

Enter., 489 U.S. 235, 241 (1989) (quoting Caminetti v. United States, 242 U.S. 470, 485 (1917)). 

Thus, in order to calculate plaintiffs’ damages consistent with the statute it is necessary to 

measure over a ten-year rolling average the totality of water users’ allocations for CVP repayment 

against the totality of power users’ allocations for CVP repayment. 

The CVPIA does not give the Bureau discretion to exclude CVP Water user costs that 

have been directly assigned or are outside the SCRB methodology from the total amount of 

“water . . . users’ . . . allocations for repayment of the Central Valley Project” (CVPIA section 

3407(d)(2)(A), 106 Stat. at 4727-28, Appx0022-Appx0023) used to implement the 

proportionality requirement of section 3407(d)(2)(A). All CVP water user costs, however 

allocated, necessarily fall within “water . . . users’ respective allocations for repayment of the 

Central Valley Project,” including the very substantial amount of CVP water user water 

distribution system and San Felipe “out of basin” costs that the Government has improperly 

excluded from its damages calculation. Government witness Pavich addresses the language of 

“CVPIA Section 3702(d)(2)(a) [sic]” and asserts that “only CVP costs that are allocated for 

repayment should be included in CVPIA proportionality.” Appx0549 (Pavich Supplemental 

Disclosure) (original emphasis).33 He states that because the water distribution system and San 

Felipe out of basin facility costs “are ‘direct[ly] assigned’” they are “therefore not ‘allocated’ for 

                                         
33 Mr. Pavich’s reference to “CVPIA Section 3702(d)(2)(a)” appears to be a mistaken reference 
to CVPIA Section 3407(d)(2)(a). 
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repayment” and “should not be included in CVPIA proportionality” for purposes of calculating 

M&R charges. Id. But this reading of CVPIA Section 3407(d) is untenable.  

The CVPIA does not define the term “allocate” (see CVPIA § 3403 (definitions), 

Appx0001-Appx0003) and absent a statutory definition “a statutory term [is construed] in 

accordance with its ordinary or natural meaning.” Fed. Deposit Ins. Corp. v. Meyer, 510 U.S. 

471, 476 (1994); see also N. Cal. Power Agency, 942 F.3d at 1096. Here, allocate means “[t]o 

set apart for a special purpose; [to] designate” (allocate, American Heritage Dictionary (4th ed. 

2006)), so costs that are directly assigned to a particular customer or set of them are allocated 

within the plain meaning of the word. Indeed, direct assignment is a generally recognized method 

of cost allocation. See Appx0096-Appx0097 ¶ 43 (Wright Rebuttal Report). And the 2020 study 

itself treats direct assigned costs as “part of the overall CAS” (2020 CAS, Appx0405) and 

included in “the total CVP cost allocated” (id., Appx0407). 

*  *  *  

 In sum, the Government proposes to reduce the damages it owes by using an 

impermissible method to calculate what plaintiffs “should have paid” had the Bureau applied 

proportionality during the damages period. The Government’s damages calculations reflect a 

modification of the cost allocations that were in effect at the time, based on an asserted retroactive 

application of assumptions and policies from a 2020 cost allocation study never implemented 

during the damages period. That approach is contrary to the rule that economic loss damages 

should be measured as of the time of the wrongdoing and is contrary to the language and structure 

of the CVPIA. The Court therefore should reject the Government’s calculations as contrary to 

law. 
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CONCLUSIONS 

For the reasons above, the Court should hold as a matter of law that that the correct 

proportionality percentages to use in calculating what plaintiffs should have paid during the 

damages period are those that reflect the cost allocations in effect during that period, without 

retroactive adjustment. The Court also should rule that plaintiffs’ use of the proportionality 

percentages from Joint Exhibit 2 (Appx0027) and the Government’s discovery response for later 

years (Appx0028-Appx0029) is sufficient, as a matter of law, to carry their burden to prove 

damages by showing with reasonable certainty what the Bureau would have charged during the 

damages period had it prioritized proportionality over collections. Because the parties’ 

differences are purely methodological, such rulings should effectively dispose of the case. If the 

Court issues the rulings requested here and directs the parties to meet and confer to calculate 

damages in light of those rulings, plaintiffs believe that the parties should be able to stipulate to 

the resulting damages. Alternatively, given the absence of material disputed facts, plaintiffs 

believe that the Court could grant summary judgment and award plaintiffs damages in the amount 

($81,872,385) computed by plaintiffs’ expert. 

Respectfully submitted, 

/s/ Lisa G. Dowden 
Lisa G. Dowden 
Jeffrey A. Schwarz 
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106 STAT 4706 PUBLiC LAW 102575OCT 30 1992

the project that are used solely for the purpose of serving the

respective districts lands and which the Secretary determines are

necessary to enable the respective district to carry out operation
and maintenance with respect to that portion of the Rio Grande

project to be transferred The transfer of the title to such easements
ditches laterals canals drains and other rights-of-way located

in New Mexico which the Secretary has that are used for the

purpose of jointly serving Elephant Butte irrigation District and
El Paso County Water Improvement District No may be trans
ferred to Elephant Butte Irrigation District and El Paso County
Water improvement District No jointly upon agreement by
the Secretary and both districts Any transfer under this section

shall be subject to the condition that the respective district assume
responsibility for operating and maintaining their portion of the

project

SEC 3302 LIMITATION

Title to and responsibility for operation and maintenance of

Elephant Butte and Caballo dams and Percha Leasburg and
Mesilla diversion dams and the works necessary for their protection
and operation shall be unaffected by this title

SEC 3303 EFFECT OF ACT ON OTHER LAWS

Nothing in this title shall affect any right title interest or
claim to land or water if any of the Ysleta del Sur Pueblo
federally recognized Indian Tribe

Central Valley TITLE XXXIVCENTRAL VALLEY PROJECT
Project IMPROVEMENT ACT
hnprovernent
Act
Water supply

SEC 3401 SHORT TITLE
California This title may be cited as the Central Valley Project Improve

ment Acts

SEC 3402 PURPOSES

The purposes of this title shall be
to protect restore and enhance fish wildlife and associ

ated habitats in the Central Valley and Trinity River basins
of California

to address impacts of the Central Valley Project on
fish wildlife and associated habitats

to improve the operational flexibility of the Central

Valley Project
to increase water-related benefits provided by the

Central Valley Project to the State of California through
expanded use of voluntary water transfers and improved water
conservation

to contribute to the State of Californias interim and
long-term efforts to protect the San Francisco Bay/Sacramento-
San Joaquin Delta Estuary

to achieve reasonable balance among competing
demands for use of Central Valley Project water mcludin
the requirements of fish and wildlife agricultural municipal
and industrial and power contractors

SEC 3403 DEFINITIONS

As used in this title

Appx0001
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Centrsl Valley 
Project 
Improvement 
Ad. 
Water supply. 
California. 

the project, that are UBed solely for the purpose of serving the 
respective district's lands and which the Secretary determines are 
necessary to enable the respective clistrict to carry out operation 
and maintenance with respect to that portion of the Rio Grande 
project to be transferred. The transfer of the title to such easements, 
ditches, laterals, canals, drains, and other rights-of-way located 
in New Mexico, which the Secretary has, that are used for the 
purpose of jointly serving Elephant Butte Irrigation District and 
El Paso County Water Improvement District No. 1, may be trans
ferred to Elephant Butte Irrigation District and El Paso County 
Water Improvement District No. 1, jointly, upon agreement by 
the Secretary and both districts. Any transfer under this section 
shall be subject to the condition that the respective clistrict assume 
responsibility for operating and maintaining their portion of the 
project. 
SEC. 3802. LIMITATION. 

Title to and responsibility for operation and maintenance of 
Elephant Butte and Caballo dams, and Percha, Leasburg, and 
Mesilla diversion dams and the works necessary for their protection 
and operation shall be unaffected by this title. 
SEC. 8308. EFFE..cT OF ACT ON OTHER LAWS. 

Nothing in this title shall affect any right, title, interest or 
claim to land or water, if any, of the Ysleta del Sur Pueblo, a 
federally recognized lndian Tribe. 

TITLE XXXIV-CENTRAL VALLEY PROJECT 
IMPROVEMENT ACT 

SEC. 3401. SHORT TITLE. 

This title may be cited as the "CentTal Valley Project Improve
ment Act". 

SEC. 3402. PURPOSES. 

The purposes of this title shall be-
(a) to protect, restore, and enhance .fish, wildlife, and associ

ated habitats in the Central Valley and Trinity River basins 
of California; 

(b) to address impacts of the Central Valley Project on 
fish, wildlife and associated habitats; 

(c) to improve the operational flexibility of the CentTal 
Valley Project; 

(d) to increase water-related benefits provided by the 
Central Valley Project to the State of California through 
expanded use of voluntary water transfers and improved water 
conservation; 

(e) to contribute to the Slate of California's interim. and 
long-term efforts to protect the San Francisco Bay/Sacramento
San Joaquin Delta Estuary; 

(f) to achieve a reasonable balance among competing 
demands for use of Central Valley Project water, including 
the requirements of fish and wildlife, agricultural, municipal 
and industrial and power contractors. 

SEC. 3408. DEFINITIONS. 

As UBed in this title-
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the term anadronious fish means those stocks of

salmon including steelhead striped bass sturgeon and Amer
ican shad that ascend the Sacramento and San Joaquin rivers

and their tributaries and the Sacramento-San Joaquin Delta
to reproduce after maturing in San Francisco Bay or the Pacific

Ocean
the terms artificial propagation and artificial produc

tion mean spawning incubating hatching and rearing fish

in hatchery or other facility constructed for fish production
the term Central Valley Habitat Joint Venture means

the association of Federal and State agencies and private par
ties established for the purpose of developing and implementing
the North American Waterfowl Management Plan as it pertains
to the Central Valley of California

the terms Central Valley Project or project mean
all Federal reclamation projects located within or diverting

water from or to the watershed of the Sacramento and San
Joaquin rivers and their tributaries as authorized by the Act
of August 26 1937 50 Stat 850 and all Acts amendatory
or supplemental thereto including but not limited to the Act
of October 17 1940 54 Stat 1198 1199 Act of December
22 1944 58 Stat 887 Act of October 14 1949 63 Stat

852 Act of September 26 1950 64 Stat 1036 Act of August
27 1954 68 Stat 879 Act of August 12 1955 69 Stat

719 Act of June 1960 74 Stat 156 Act of October 23
1962 76 Stat 1173 Act of September 1965 79 Stat 615
Act of August 19 1967 81 Stat 167 Act of August 27 1967
81 Stat 173 Act of October 23 1970 84 Stat 1097 Act
of September 28 1976 90 Stat 1324 and Act of October

27 1986 100 Stat 3050
the term Central Valley Project service area means

that area of the Central Valley and San Francisco Bay Area
where water service has been expressly authorized pursuant
to the various feasibility studies and consequent congressional

authorizations for the Central Valley Project
the term Central Valley Project water means all water

that is developed diverted stored or delivered by the Secretary
in accordance with the statutes authorizing the Central Valley
Project and in accordance with the terms and conditions of

water rights acquired pursuant to California law
the term full cost has the meaning given such term

in paragraph of section 202 of the Reclamation Reform
Act of 1982

the term natural production means fish produced
to adulthood without direct human intervention in the spawn
ing rearing or migration processes

the term Reclamation laws means the Act of June
17 1902 82 Stat 388 and all Acts amendatory thereof or

supplemental thereto
the term Refuge Water Supply Report means the report

issued by the Mid-Pacific Region of the Bureau of Reclamation
of the U.S Department of the Interior entitled Report on Refuge
Water Supply Investigations Central Valley Hydrologic Basin
California March 1989

the terms repayment contract and water service con
tract have the same meaning as provided in sections 9d

Appx0002
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(a) the term "anad.romous fish" means those stocks of 
salmon (including steelhead), striped bass, sturgeon, and Amer
ican shad that ascend the Sacramento and San Joaquin rivers 
and their tributaries and the Sacramento-San Joaquin Delta 
to reproduce after maturing in San Francisco Bay or the Pacific 
Ocean; 

(b) the terms "artificial propagation" and "artificial produc
tion" mean spawning, incubating, hatching, and rearing fish 
in a hatchery or other facility constructed for fish production; 

(c) the term "Central Valley Habitat Joint Venture" means 
the association of Federal and State agencies and private par
ties established for the purpose of developing and implementing 
the North American Waterfowl Management Plan as it pertains 
to the Central Valley of California; 

(d) the terms "Central Valley Project" or "project" mean 
all Federal reclamation project.a located within or diverting 
water from or to the watershed of the Sacramento and San 
Joaquin rivers and their tributaries as authorized by the Act 
of August 26, 1937 (50 Stat. 850) and all Acts amendatory 
or supplemental thereto, including but not limited to the Act 
of October 17, 1940 (54 Stat. 1198, 1199), Act of December 
22, 1944 (58 Stat. 887), Act of October 14, 1949 (63 Stat. 
852), Act of September 26, 1950 (64 Stat. 1036), Act of August 
27, 1954 (68 Stat. 879), Act of August 12, 1955 (69 Stat. 
719), Act of Jwie 3, 1960 (74 Stat. 156), Act of October 23, 
1962 (76 Stat. 1173), Act of September 2, 1965 (79 Stat. 615), 
Act of August 19, 1967 (81 Stat. 167), Act of August 27, 1967 
(81 Stat. 173), Act of October 23, 1970 (84 Stat. 1097), Act 
of September 28, 1976 (90 Stat. 1324) and Act of October 
27, 1986 (100 Stat. 3050); 

(e) the term "Central Valley Project service area" means 
that area of the Central Valley and San Francisco Bay Area 
where water service has been expressly a uthorized pursuant 
to the various feasibility studies and consequent congressional 
authorizations for the Central Valley Project; 

(0 the term "Central Valley Project water" means all water 
that is developed, diverted, stored, or delivered by the Secretary 
in accordance with the statutes authorizing the Central Valley 
Project and in accordance with the terms and conditions of 
water rights acquired pursuant to California law: 

(g) the term "full cost" has the meaning given such term 
in paragraph (3) of section 202 of the Reclamation Reform 
Act of 1982; 

(h) the term "natural production" means fish produced 
to aduJtbood without direct human intervention in the spawn
ing, rearing, or migration processes; 

(i) the term "Reclamation laws" means the Act of June 
17, 1902 (82 Stat. 388) and all Acts amendatory thereof or 
supplemental thereto; 

(j) the term "Refuge Water Supply Report" means the report 
issued by the Mid-Pacific Region of the Bureau of Reclamation 
of the U.S. Department of the Interior entitled Report on Refuge 
Water Supply Investigations, Central Valley Hydrologic Basin, 
California (March 1989); 

(k) the terms "repayment contract" and "water service con
tract" have the same meaning as provided in sections 9{d) 

., Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 5 of 597



106 STAT 4708 PUBLIC LAW 102-575-OCT 30 1992

and 9e of the Reclamation Project Act of 1939 53 Stat 1187
1195 as amended

the terms Restoration Fund and Fund mean the

Central Valley Project Restoration Fund established by this

title and
the term Secretary means the Secretary of the

Interior

SEC 8404 LIMiTATION ON CONTRACTING AND CONTRACT REFORM
NEW C0NTRACTS.Except as provided in subsection of

this section the Secretary shall not enter into any new short-

term temporary or long-term contracts or agreements for water
supply from the Central Valley Project for any purpose other than
fish and wildlife before

the provisions of subsections 3406 of this title

are met
the California State Water Resources Control Board

concludes the review ordered by the California Court of Appeals
in United States State Water Resources Control Board 182
Cal App 3d 82 1986 and determines the means of implement
ing its decision including the obligations of the Central Valley
Project if any and the Administrator of the Environmental
Protection Agency shall have approved such decision pursuant
to existing authorities and

at least one hundred and twenty days shall have passed
after the Secretary provides report to the Committee on

Energy and Natural Resources of the Senate and the Committee
on Interior and Insular Affairs and the Committee on Merchant
Marine and Fisheries of the House of Representatives explain
ing the obligations if any of the Central Valley Project system
including its component facilities and contracts with regard
to achieving its responsibilities for the San Francisco Bay/
Sacramento-San Joaquin Delta Estuary as finally established

and approved by relevant State and Federal authorities and
the impact of such obligations on Central Valley Project oper
ations supplies and commitments

EXCEPTIONS TO LIMIT ON NEW C0NTEs.crrs.The prohibition
on execution of new contracts under subsection of this section

shall not apply to contracts executed pursuant to section 305 of

Public Law 102250 or section 206 of Public Law 101514 or

to one-year contracts for delivery of surplus flood flows or contracts

not to exceed two years in length for delivery of class II water
in the Friant Unit Notwithstanding the prohibition in the Energy
and Water Development Appropriations Act of 1990 the Secretary
is authorized pursuant to section 203 of the Flood Control Act
of 1962 to enter into long-term contract in accordance with
the Reclamation laws with the Tuoluinne Regional Water District

California for the delivery of water from the New Melones project
to the countys water distribution system and contract with the

Secretary of Veteran Affairs to provide for the delivery in perpetuity
of water from the project in quantities sufficient but not to exceed
850 acre-feet per year to meet the needs of the San Joaquin
Valley National Cemetery California

RENEWAL OF EXISTING LONG-TERM CGNTRACTsNotwith
standing the provisions of the Act of July 1956 70 Stat 483
the Secretary shall upon request renew any existing long-term
repayment or water service contract for the delivery of water from

Appx0003
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and 9(e) of the Reclamation Project Act of 1939 (53 Stat. 1187, 
1195), as amended; 

(1) the terms "Restoration Fund" and "Fund" mean the 
Central Valley Project Restoration Fund established by this 
title; and, 

(m) the term "Secretary" means the Secretary of the 
Interior. 

SEC. 840(. LIMITATION ON CONTRACTING AND CONTRACT REFORM. 

(a) NEW CONTRACTS.-Except as provided in subsection (b) of 
this section. the Secretary shall not enter into any new short
tenn, temporary, or long-term contracts or agreements for water 
supply from the Central Valley Project for any purpose other than 
fish and wildlife before: 

(1) the provisions of subsections 3406(bHd) of this title 
are met; 

(2) the California State Water Resources Control Board 
concludes the review ordered by the California Court of Appeals 
in United States v. State Water Resources Control Board, 182 
Cal. App. 3d 82 (1986) and determines the means of implement
ing its decision, including the obligations of the Central Valley 
Project, if any, and the Administrator of the Environmental 
Protection Agency shall have approved such decision pursuant 
to existing authorities; and, 

(3) at least one hundred and twenty days shall have passed 
after the Secretary provides a report to the Committee on 
Energy and Natural Resources of the Senate and the Committee 
on Interior and Insular Affairs and the Committee on Merchant 
Marine and Fisheries of the House of Representatives explain
ing the obligations, if any, of the Central Valley Project system, 
including its component facilities and contracts, with regard 
to achieving its responsibilities for the San Francisco Bay/ 
Sacramento--San Joaquin Delta Estuary as finally established 
and approved by relevant State and Federal authorities, and 
the impact of such obligations on Central Valley Project oper
ations, supplies, and commitments. 
(b) EXCEPTIONS TO LIMIT ON NEW CONTRACTS.-The prohibition 

on execution of new contracts under subsection {a) of this section 
shall not apply to contracts executed pursuant to section 305 of 
Public Law 102-250 or section 206 of Public Law 101-514 or 
to one-year contracts for delivery of surplus flood flows or contracts 
not t.o exceed two years in length for delivery of class 11 water 
in the Friant Unit. Notwithstandinif the prohibition in the Energy 
and Water Development Appropriations Act of 1990, the Secretary 
is authorized, pursuant to section 203 of the Flood Control Act 
of 1962, to enter into a long-term contract in accordance with 
the Reclamation laws with the Tuolumne Regional Water District, 
California, for the delivery of water from the New Melones project 
to the county's water distribution system and a contract with the 
Secretary of Veteran Affairs to provide for the delivery in perpetuity 
of water from the project in quantities sufficient, but not to exceed 
850 acre-feet per year, to meet the needs of the San Joaquin 
Valley National Cemetery, California. 

(c) RENEWAL OF ExlSTING LoNG-TERM CONTRACTS.-Notwith
standing the provisions of the Act of July 2, 1956 (70 Stat. 483), 
the Secretary shall, upon request, renew any existing long-term 
repayment or water service contract for the delivery of water from 
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the Central Valley Project for period of twenty-five years and

may renew such contracts for successive periods of up to 25 years
each

No such renewals shall be authorized until appropriate
environmental review including the preparation of the environ
mental impact statement required in section 3409 of this title

has been completed Contracts which expire prior to the comple
tion of the environmental impact statement required by section

3409 may be renewed for an interim period net to exceed
three years in length and for successive interim periods of

not more than two years in length until the environmental
impact statement required by section 3409 has been fmally
completed at which time such interim renewal contracts shall

be eligible for long-term renewal as provided above Such

interim renewal contracts shall be modified to comply with

existing law including provisions of this title With respect
to all contracts renewed by the Secretary since January
1988 the Secretary shall incorporate in said contracts provi
sion requiring payment of the charge mandated in subsection

3406c and subsection 3407b of this title and all other modi
fications needed to comply with existing law including provi
sions of this title This title shall be deemed applicable law
as that term is used in Article 14c of contracts renewed

by the Secretary since January 1988
Upon renewal of any long-term repayment or water

service contract providing for the delivery of water from the
Central Valley Project the Secretary shall incorporate all

requirements imposed by existing law including provisions of

this title within such renewed contracts The Secretary shall

also administer all existing new and renewed contracts in

conformance with the requirements and goals of this title

In order to encourage early renewal of project water
contracts and facilitate timely implementation of this title

the Secretary shall impose on existing contractors an additional

mitigation and restoration payment of one and one-half times
the annual mitigation and restoration payment calculated

under subsection 3407d of this title for every year starting

October 1997 or January of the year followin the year
in which the environmental impact statement reqtured under
section 3409 is completed whichever is sooner and ending
on the effective date of the renewed contract payable prior
to the renewal of such contract to be covered to the Restoration
Fun Provided however That this paragraph shall not apply
to contracts renewed after January 1988 and prior to the

date of enactment of this title or in the event the environmental
impact statement required by section 3409 is net completed
by October 1997 to any holder of contract in existence

on the date of enactment of this title who enters into binding
agreement with the Secretary prior to October 1997 to

renew its contract immediately upon completion of that environ
mental impact statement if such contract has not expired prior
to such date

SEC 3405 WAThR TRANSFERS IMPROVED WATER MANAGEMENT ANI Contracts

CONSERVATION

WATER TRANSFERS.In order to assist California urban

areas agricultural water users and others in meeting their future

Appx0004
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the Central Valley Project for a period of twenty-five years and 
may renew such contracts for successive periods of up to 25 years 
each. 

(1) No such renewals shall be authorized until appropriate 
environmental review, including the preparation of the environ
mentaJ impact statement required in section 3409 of this title, 
has been completed. Contracts whfoh expire prior to the comple
tion of the environmental impact statement required by section 
3409 may be renewed for an interim period not to exceed 
three years in length, and for successive interim periods of 
not more than two years in length, until the environmental 
impact statement required by section 3409 has been finally 
completed, at which time such interim renewal contracts shall 
be eligible for long-term renewal as provided above. Such 
interim renewal contracts shall be modified to comply with 
existing law, including provisions of this title. With respect 
to all contracts renewed by the Secretary since January 1, 
1988, the Secretary shall incorporate in said contracts a provi
sion requiring payment of the char~e mandated in subsection 
3406(c) and subsection 3407(b) of this title and all other modi
fications needed to comply with existing law, including provi
sions of this title. This title shall be deemed "applicable law" 
as that term is used in Article 14(c) of contracts renewed 
by the Secretary since January 1, 1988. 

(2) Upon renewal of any long-term repayment or water 
service contract providing for the delivery of water from the 
Central Valler Project, the Secretary shall incorporate all 
requirements unposed by existing law, including provisions of 
this title, within such renewed contracts. The Secretary shall 
also administer all exfating, new, and renewed contracts in 
conformance wit.h the requirements and goals of this title. 

(3) In order to encourage early renewal of project water 
contracts and facilitate timely implementation of this title, 
the Secretary shall impose on existing contractors an additional 
mitigation and restoration payment of one and one-half times 
the annual mitigation and restoration payment calculated 
under subsection 3407(d) of this title for every year starting 
October 1, 1997 or January 1 of the year followin~ the year 
in which the environmental impact statement reqwred under 
section 3409 is completedh whichever is sooner, and ending 
on the effective date of t e renewed contract payable prior 
Lu I.he renewal of such conl.racl., Lu l,e covered to the Rest.oralion 
Fund: Provided, however, That this paragraph shall not apply 
to contracts renewed after January 1, 1988, and prior to the 
date of enactment of this title or, in the event the environmental 
impact statement. required by sect-ion 3409 is not completed 
by October 1, 1997, to ant holder of a contract in existence 
on the date of enactment o this title who enters into a binding 
agreement with the Secretary prior to October 1, 1997, to 
renew its contract immediately upon completion of that environ
mental impact statement, if such contract bas not expired prior 
to such date. 

SEC. 3405. WATER TRANSFERS, IMPROVED WATER MANAGEMENT AND Contracts. 
CONSERVATION. 

(a) WATER TRANSFERS.-ln order to assist California urban 
areas, agricultural water users, and others in meeting their future 
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water needs subject to the conditions and requirements of this

subsection all individuals or districts who receive Central Valley
Project water under water service or repayment contracts water

rights settlement contracts or exchange contracts entered into prior
to or after the date of enactment of this title are authorized to

transfer all or portion of the water subject to such contract

to any other California water user or water agency State or Federal

agency Indian tribe or private nonprofit organization for project

purposes or any purpose recognized as beneficial under applicable
State law Except as provided herein the ternis of such transfers

shall be set by mutual agreement between the transferee and
the transferor

CoNDrriows FOR nwqsFns.All transfers to Central

Valley Project water authorized by this subsection shall be

subject to review and approval by the Secretary under the

conditions specified in this subsection Transfers involving more
than 20 percent of the Central Valley Project water subject
to long-term contract within any contracting district or agency
shall also be subject to review and approval by such district

or agency under the conditions specified in this subsection
No transfer to combination of transfers authorized

by this subsection ahall exceed in any year the average
annual quantity of water under contract actually delivered

to the contracting district or agency during the last three

years of normal water delivery prior to the date of enact
ment of this title

All water under the contract which is transferred

under authority of this subsection to any district or agency
which is not Central Valley Project contractor at the

time of enactment of this title shall if used for irrigation

purposes be repaid at the greater of the full-cost or cost

of service rates or if the water is used for municipal
and industrial purposes at the greater of the cost of service

or municipal and industrial rates
No transfers authorized by this subsection shall

be approved unless the transfer is between willin buyer
and willing seller under such terms and conditions as

may be mutually agreed upon
No transfer authorized by this subsection shall

be approved unless the transfer is consistent with State

law including but not limited to provisions of the California

Environmental Quality Act
All transfers authorized by this subsection shall

be deemed beneficial use of water by the transferor

for the purpoaes of section of the Act of June 17 1902
32 Stat 390 43 U.S.C 372

All transfers entered into pursuant to this sub
section for uses outside the Central Valley Project service

area shall be subject to right of first refusal on the

same terms and conditions by entities within the Central

Valley Project service area The right of first refusal must
be exercised within ninety days from the date that notice

is provided of the proposed transfer Should an entity exer
cise the right of first refusal it must compensate the trans
feree who had negotiated the agreement upon which the

right of first refusal is being exercised for that entitys
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water needB, subject to the conditions and requirements of this 
subsection, all individuals or districts who rece1ve Cent.ral Valley 
Project water under water service or repayment contracts, water 
rights settlement contracts or exchange contracts entered into prior 
to or after the date of enactment of this title a.re authorized to 
transfer all or a portion of the water subject to such contract 
to any other California water user or water agency, State or Federal 
agency, Indian tribe, or private nonprofit organization for project 
purposes or any purpose re<:ognized as beneficial under applicable 
State law. Except as provided herein, the terms of such transfers 
shall be set by mutual agreement between the transferee and 
the transferor. 

(1) CoNDmONS FOR TRANSFERS.-All transfers to Central 
Valley Project water authorized by this subsection shall be 
subject to review and approval by the Secretary under the 
conditions specified in this subsection. Transfers involving more 
than 20 percent of the Central Valley Project water subject 
to long-term contract within any contracting district or agency 
shall also be sllhject to review and approval by such district 
or agency under the conditions specified in this subsection: 

(A) No transfer to combination of transfers authorized 
by this subsection shall exceed, in any year, the average 
annual quantity of water under contract actually delivered 
to the contracting district or agency during the last three 
years of normal water delivery prior to the date of enact
ment of this title. 

(B) All water under the contract which is transferred 
under authority of this subsection to any district or agency 
which is not a Central Valley Project contractor at the 
time of enactment of this title shall, if used for irrigation 
purposes, be repaid at the greater of the full-cost or cost 
of service rates, or, if the water is used for municipal 
and industrial purposes, at the greater of the cost of service 
or municipal and industrial rates. 

(C) No transfers authorized by this subsection shall 
be approved unless the transfer is between a willini buyer 
and a willing seller under such terms and conditions as 
may be mutually agreed upon. 

(D) No transfer authorized by this subsection shall 
be approved unless the transfer is consistent with State 
law, including but not limited to provisions of the California 
Environmental Quality Act. 

(E) All transfers authorized by this subsection shall 
be deemed a beneficial use of water by the transferor 
for the purposes of section 8 of the Acl of June 17, 1902, 
32 Stat. 390, 43 U.S.C. 372. 

(F) All transfers entered into pursuant to this sub
section for uses outside the Central Valley Project service 
area shall be subject to a right of first refusal on the 
same terms and conditions by entities within the Central 
Valley Project service area. The right of first refusal must 
be exercised within ninety days from the date that notice 
is provided of the proposed transfer. Should an entity exer
cise the right of first ref u.sal, it must compensate the trans
feree who had negotiated the agreement upon which the 
right of first refusal is being exercised for that entity's 
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total costs associated with the development and negotiation

of the transfer
No transfer authorized by this subsection shall

be considered by the Secretary as conferring supplemental
or additional benefits on Central Valley Project water
contractors as provided in section 203 of Public Law 97
29343 U.S.C 390cc

The Secretary shall not approve transfer author
ized by this subsection unless the Secretary has deter

mined consistent with paragraph 3405aX2 of this title
that the transfer will not violate the provisions of this

title or other Federal law and will have no significant
adverse effect on the Secretarys ability to deliver water

pursuant to the Secretarys Central Valley Project contrac
tual obligations or fish and wildlife obligations under
this title because of limitations in conveyance or pumping
capacity

The water subject toy transfer undertaken pursu
ant to this subsection shall be limited to water that would
have been consumptively used or irretrievably lost to bene
ficial use during the year or years of the transfer

The Secretary shall not approve transfer author
ized by this subsection unless the Secretary determines
consistent with paragraph 3405aX2 of this title that such
transfer will have no significant long-term adverse impact
on groundwater conditions in the transferors service area

The Secretary shall not aeprove transfer unless
the Secretary determines consistent with paragraph
3405aX2 of this title that such transfer will have no
unreasonable impact on the water supply operations or

financial conditions of the transferors contracting district

or agency or its water users
The Secretary shall not approve transfer if the

Secretary determines consistent with paragraph 340aX2
of this title that such transfer would result in significant
reduction in the quantity or decrease in the quality of

water supplies currently used for fish and wildlife purposes
unless the Secretary determines pursuant to findings set
ting forth the basis for such determination that such
adverse effects would be more than offset by the benefits

of the proposed transfer In the event of such determina
tion the Secretary shall develop and implement alternative

measures and mitigation adtinties as integral and concur
rent elements of any such transfer to provide fish and
wildlife benefits substantially equivalent to those lost as

consequence of such transfer
Transfers between central Valley Project contrac

tors within countries watersheds or other areas of origin
as those tenns are utilized under California law shall

be deemed to meet the conditions set forth in subpara
graphs and of this paragraph

REVIEW AND APPROVAL OP TBANSPERSAll transfers

subject to review and approval under this subsection shall

be reviewed and approved in manner consistent with the

following
Decisions on water transfers subject to review by

contracting district or agency or by the Secretary shall
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total coats associated with the development and negotiation 
of the transfer. 

(G) No transfer authorized by this subsection shall 
be considered by the Secretary as conferrin.g supplemental 
or additional benefits on Central Valley Project water 
contractors as provided in section 203 of Public Law 97-
293 (43 U.S.C. 390(cc)). 

(H) The Secretary shall not approve a transfer author
ized by this subsedion unless the Secretary has deter
mined, consistent with paragraph 3405(aX2) of this title, 
that the transfer will not violate the provisions of this 
title or other Federal law and will have no significant 
adverse effect on the Secretary's ability to deliver water 
pursuant to the Secretary's Central Valley Project contrac
tual obligations or fish and wildlife obligations under 
this title because of limitations in conveyance or pumping 
capacity. 

(I) The water subject to any transfer undertaken pursu
ant to this subsection shall be limited to water that would 
have been consumptively used or irretrievably lost to bene
ficial use during the year or years of the transfer. 

(J) The Secretary shall not approve a transfer author
ized by this subsection unless the Secretarr. determines, 
consistent with paragraph 3405(aX2) of this title, that such 
transfer will have no significant long-term adverse impact 
on groundwater conditions in the transferor's service area. 

(K) The Secretary shall not BJ?prove a transfer unless 
the Secretary determines, consistent with .. paragraph 
3405(aX2) of this title, that such transfer will have no 
unreasonable impact on the water supply, operations, or 
financial conditions of the transferor's contracting district 
or agency or its water users. 

(L) The Secretary shall not approve a transfer if the 
Secretary determines, consistent with paragraph 3405(aX2) 
of this title, that such transfer would result in a significant 
reduction in the quantity or decrease in the quality of 
water supplies currently used for fish and wildlife purposes, 
unless the Secretary determines pursuant to findings set
ting forth the basis for such determination that such 
adverse effects would be more than offset by the benefits 
of the proposed transfer. In the event of such a determina
tion, the Secretary shall develop and implement alternative 
:measures and mitigation actiVIties as integral and concur
rent elements of any such transfer to provide fish and 
wildlife benefits substantially equivalent t.o those lost as 
a consequence of such transfer. 

(M) Transfers between Central Valley Project contrac
tors within countries, watersheds, or other areas of origin 
as those terms are utilized under California law, shali 
be deemed to meet the conditions set forth in subpara
graphs (A) and (I) of this paragraph. 
(2) REVIEW Mm APPROVAL OF TRANSFERS.- All transfers 

subject to review and approval under this subsection shall 
be reviewed and approved in a manner consistent with the 
following: 

(A) Decisions on water transfers subject to review by 
a contracting district or agency or by the Secretary shall 

• 
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be rendered within ninety days of receiving written traits

fer proposal from the transferee or transferor Such written

proposal should provide all information reasonably nec
essary to determine whether the transfer complies with
the terms and conditions of this subsection

All transfers subject to review by contracting
district or agency shall be reviewed in public process
similar to that provided for in section 226 of Public Law
97293

The contracting district or agency or the Secretary
shall approve all transfers subject to review and approval
by such entity if such transfers are consistent with the

terms and conditions of this subsection To disapprove
transfer the contracting district or agency or the Secretary
shall inform the transferee and transferor in writing why
the transfer does not comply with the terms and conditions

of this subsection and what alternatives if any could be
included so that the transfer would reasonably comply with
the requirements of this subsection

If the contracting district or agency or the Secretary
fails to approve or disapprove proposed transfer within

ninety days of receiving complete written proposal from
the transferee or transferor then the transfer shall be
deemed approved

Transfers executed after September 30 1999 shall only
be governed by the provisions of subparagraphs 3405aXIXA

and of this title and by State

law
METERrNG OF WATER USE REQUThED.All Central Valley

Project water service or repayment contracts for agricultural

municipal or industrial purposes that are entered into renewed
or amended under any provision of Federal Reclamation law after
the date of enactment of this title shall provide that the contracting
district or agency shall ensure that all surface water delivery sys
tems within its boundaries are equipped with water measunng
devices or water measuring methods of comparable effectiveness

acceptable to the Secretary within five years of the date of contract

execution amendment or renewal and that any new surface water

delivery systems installed within its boundaries on or after the
inter- date of contract renewal are so equipped The contracting district
governmental or agency shall inform the Secretary and the State of California
relations

annually as to the monthly volume of surface water delivered within
its boundaries

STATE AND FEDERAL WATER QUALITY STANDARDSAII
Central Valley Project water service or repayment contracts for

agricultural municipal or industrial purposes that are entered
into renewed or amended under any provision of Federal Reclama
tion law after the date of enactment of this title shall provide
that the contracting district or agency shall be responsible for

compliance with all applicable State and Federal water quality
standards applicable to surface and subsurface agricultural drain

age discharges generated within its boundaries This subsection

shall not affect or alter any legal obligation of the Secretary to

provide drainage services

WATER PRIcING REFORM.All Central Valley Project water
service or repayment contracts for term longer than three years
for agricultural municipal or industrial purposes that are entered
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lnter
i:overnmonlJ\I 
relations. 

be rendered within ninety days of receiving a written trans
fer proposal from the transferee or transferor. Such written 
proposal should provide all information reasonably nec
essary to determine whether the transfer compHes with 
the terms and conditions of this subseclion. 

(B) All transfers subject to review by a contracting 
district or agency shall be reviewed in a public process 
similar to that provided for in section 226 of Public Law 
97-293. 

(C) The contracting district or agency or the Secretary 
shall approve all transfers subject to review and a-eproval 
by such entity if such transfers are consistent with the 
terms and conditions of this subsection. To disapprove a 
transfer, the contracting district or agency or the Secretary 
shall Worm the transferee and transferor, in writing, why 
the transfer does not comply with the terms and conditions 
of this subsection and what alternatives, if any, could be 
included so that the transfer would reasonably comply with 
the requirements of this subsection. 

(D) If the contracting district or agency or the Secretary 
fails to approve or disapprove a proposed transfer within 
ninety days of receiving a complete written proposal from 
the t ransferee or transferor, then the transfer shall be 
deemed approved. 
(3) Transfers executed nf\,cr September 30, 1999 shall only 

be governed by the provisions of subparagraphs 3405(aXlXA}
(C), (E), (G), (H), (I), (L), and (M) of this title, and by State 
law. 
(b) METERING OF WATER USE REQUIRED.-All Central Valley 

Project water service or repayment contracts for agricultural, 
municipal, or industrial purposes that are entered into, renewed, 
or amended under any provision of Federal Reclamation law after 
the date of enactment of this title, shall provide that the contracting 
district or agency shall ensure that all surface water delivery s-,s
tems within its boundaries are equipped with water measunng 
devices or water measuring methods of comparable effectiveness 
acceptable to the Secretary within five years of the date of contract 
execution, amendment, or renewal, and that any new surface water 
delivery systems installed within its boundaries on or after the 
date of contract renewal are so equipped. The contracting dfatrict 
or agency shall inform the Secretary and the State of California 
annually as to the monthly volume of surface water delivered within 
its boundaries. 

(c) STATE AND FEDERAL WATER QUALITY STANDARDS.-All 
Central Valley Project water service or repayment contracts for 
agricultural, municipal, or industrial purposes that are entered 
into, renewed, or a.mended under any provision of Federal Reclama
tion law after the date of enactment of this title, shall provide 
that the contracting district or agency shall be responsible for 
compliance with all applicable State and Federal water quality 
standards applicable to surface and subsurface agricultural drain
age di11charg_e11 generated within its boundnrics. This subsection 
sba11 not affect or alter any legal obligation of the Secretary to 
provide drainage services. 

(d) WATER PRICING REFORM.-All Central Valley Project water 
service or repayment contracts for a term longer than three years 
for agricultural, municipal, or industrial purposes that are entered 
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into renewed or amended under any provision of Federal Reclama
tion law after the date of enactment of this title shall provide

that all project water subject to contract shall be made available

to districts agencies and other contracting entities pursuant to

system of tiered water pricin Such system shall specify rates

for each district agency or entity based on an inverted block rate

structure with the following provisions
the first rate tier shall apply to quantity of water

up to 80 percent of the contract total and shall not be less

than the applicable contract rate
the second rate tier shall apply to that quantity of

water over 80 percent and under 90 percent of the contract

total and shall be at level halfway between the rates estab
lished under paragraphs and of this subsection

the third rate tier shall apply to that quantity of water
over 90 percent of the contract total and shall not be less

than the full cost rate and
the Secretary shall charge contractors only for water

actually delivered
The Secretary shall waive application of this subsection as it relates

to any project water delivered to produce crop which the Secretary
determines will provide significant and quantifiable habitat values
for waterfowl in fields where the water is used and the crops

are produced Provided That such waiver shall apply only if such
habitat values can be assured consistent with the purposes of

this title through binding agreements executed with or approved
by the Secretary

WATER CONSERVATION StrrnsRns.The Secretary shall

establish and administer an office of Central Valley Project water
conservation best management practices that shall in consultation

with the Secretary of Agriculture the California Department of

Water Resources California academic institutions and Central Val
ley Project water users develop criteria for evaluating the adequacy
of all water conservation clans developed by project contractors
including those plans reqinred by section 210 of the Reclamation
Reform Act of 1982

Criteria developed pursuant to this subsection shall

be established within six months following enactment of this

title and shall be reviewed periodically thereafter but no less

than every three years with the purpose of promoting the
highest level of water use efficiency reasonably achievable by
project contractors using best available cost-effective technology
and best management practices The criteria shall include
but not be limited to agricultural water suppliers efficient

water management practices developed pursuant to California

State law or reasonable alternatives

The Secretary through the office established under
this subsection shall review and evaluate within 18 months
following enactment of this title all existing conservation plans
submitted by project contractors to determine whether they
meet the conservation and efficiency criteria established pursu
ant to this subsection

In developing the water conservation best management
practice criteria required by this subsection the Secretary shall

take into account and grant substantial deference to the rec
ommendations for action specific to water conservation and

drainage source reduction proposed in the Final Report of the
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into, renewed, or amended under any provision of Federal Reclama
tion law after the date of enactment of this title shall provide 
that all project water subject to contract shall be made available 
to districts, agencies, and other contracting entities pursuant to 
a system of tiered water pricin~. Such a system shall specify rates 
for each district, agency or entity based on an inverted block rate 
structure with the following provisions: 

(1) the first rate tier shall apply to a quantity of water 
up to 80 percent of the contract total and shall not be less 
than the applicable cont.ract rate; 

(2) the second rate tier shall apply to that quantity of 
water over 80 percent and under 90 percent of the contract 
total and shall be at a level halfway between the rates estab
lished under paragraphs (1} and (3} of this subsection; 

(3) the third rate tier shall apply to that quantity of water 
over 90 percent of the contract total and shall not be less 
than the full cost rate; and 

(4) the Secretary shall charge contractors only for water 
actually delivered. 

The Secretary shall waive application of this subsection as it relates 
to any project water delivered to produce a crop which the Secretary 
determines will provide significant and quantifiable habit.at values 
for waterfowl in fields wnere the water is used and the crops 
are produced: Provided, That such waiver shall apply only if such 
habitat values can be assured consistent with the purposes of 
this title through binding agreements executed with or approved 
by the Secretary. 

(e) WATER CONSERVATION STANDARDS.-Tbe Secretary shall 
establish and administer an office of Central Valley Project water 
conservation best management practices that shall, in consultation 
with the Secretary of Agriculture, the California De~artment of 
Water Resources, California academic institutions, and Central Val• 
ley Project water users, develop criteria for evaluating the adequacy 
of all water conservation ~Jans developed by project contractors, 
including those plans reqwred by section 210 of the Reclamation 
Reform Act of 1982. 

(1) Criteria developed pursuant to this subsection shall 
be established within six months following enactment of this 
title and shall be reviewed periodically thereafter, but no less 
than every three years, with the purpose of promoting the 
highest level of water use efficiency reasonably achievable by 
project contract.ors using best available cost-effective technology 
and best mana~eroent practi~s. The criteria shall include, 
but not be limited to agricultural water suppliers' efficient 
water management practices developed pursuant to California 
St.ate law or reasonable alt.ematives. 

(2) The Secretary, through the office established under 
this subsection, shall review and evaluate within 18 months 
following enactment of this title all existing conservation plans 
submitted by project contractors to determine whether they 
meet the conservation and efficiency criteria established pursu
ant to this subsection. 

{3) In developing the water conservation best management 
practice criteria required by this subsection, the Secretary shall 
take into account and grant substantial deference to the rec
ommendations for action specific to water conservation and 
drainage source reduction proposed in the Final Report of the 
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San Joaquin Valley Drainage Program entitled Management
Plan for Agricultural Subsurface Drainage and Related Prob
lems on the Westaide San Joaquin Valley September 1990

INCREASED RnNUES.All revenues received by the Sec
retary as result of the increased repayment rates applicable
to water transferred from irrigation use to municipal and industrial

use under subsection 3405a of this section and all increased
revenues received by the Secretary as result of the increased

water prices established under subsection 3405d of this section
shall be covered to the Restoration Fund

SEa $406 P1511 WILLIFE AN HABITAT RESTORATION

AMnmgarns ro Cawraa Vain PROJECF AumomzA
TIONS.Act of August 26 1937.Section of the Act of August
26 1937 chapter 832 50 Stat 850 as amended is amended

in the second proviso of subsection by inserting
and mitigation protection and restoration of fish and wildlife

after Indian reservations
in the last proviso of subsection by striking domes

tic uses and inserting domestic uses and fish and wildlife

mitiation protection and restoration purposes and by strik
ing power and inserting power and fish and wildlife enhance
ment

by adding at the end the following The mitigation
for fish and wildlife losses incurred as result of construction

operation or maintenance of the Central Valley Project shall

be based on the replacement of ecoloically equivalent habitat

and shall take place in accordance with the provisions of this

title and concurrent with any future actions which adversely
affect fish and wildlife populations or their habitat but shall

have no priority over them and

by adding at the end the following Xe Nothing in

this title shall affect the States authority to condition water

rights permits for the Central Valley Project
CaLifornia FIsH M1D WiLDLIFE RESTORATION ACrlvrrrEs.The Sec

retary immediately upon the enactment of this title shall operate
the Central Valley Project to meet all obligations under State and
Federal law including but not limited to the Federal Endangered

Species Act 16 U.S.C 1531 et seq and all decisions of the Califor

ma State Water Resources Control Board establishing conditions

on applicable licenses and permits for the project The Secretary
in consultation with other State and Federal agencies Indian tribes
and affected interests is further authorized and directed to

develop within three years of enactment and implement
program which makes all reasonable efforts to ensure that

by the year 2002 natural production of anadrornous fish in

Central Valley rivers and streams will be sustainable on
long-term basis at levels not less than twice the average levels

attained during the period of 19671991 Provided That this

goal shall not apply to the San Joacuin River between Friant
Dam and the Mendota Pool for which separate program
is authorized under subsection 3406c of this title Provided

further That the programs and activities authorized by this

section shall when fully implemented be deemed to meet the

mitigation protection restoration and enhancement purposes
established by subsection 3406a of this titie And provided
further That in the course of developing and implementing
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California. 

San Joaquin Valley Drainage Program, entitled A Management 
Plan for Agricultural Subsurface Drainage and Related Prob
lems on the Westside San Joaquin Valley (September 1990). 
(0 INCREASED REVENUES.-All revenues received by the Sec-

retary as a result of the increased repayment rates applicable 
to water transferred from irrigation use to municipal and industrial 
use under subsection 3405(a) of this section, and all increased 
revenues received by the Secretary as a result of the increased 
water prices established under subsection 3405(d) of this section, 
shall be covered to the Restoration Fund. 

SEC. 3406. FISH, WILDLIFE AND HABITAT RESTORATION. 

(a) AMENDMENTS TO CENTRAL VALLEY PROJECT AUTHORlZA· 
TIONS.-Act of AugUBt 26, 1937.-Section 2 of the Act of August 
26, 1937 (chapter 832; 50 Stat. 850), as amended, is amended

( I) in the second proviso of subsection (a), by insertin~ 
"and mitigation, protection, and restoration of fish and wildlife' 
after "Indian reservations,"; 

(2) in the last proviso of subsection (a), by striking "domes
tic uses;" and inserting "domestic uses and fish and wildlife 
miti1_ation, protection and restoration purposes;" and by strik
ing power" and inserting "power and fish and wildlife enhance
ment"· 

(3) by adding at the end the following: "The mitigation 
for fish and wildlife losses incurred as a result of construction, 
operation, or maintenance of the Central Valley Project shall 
be based on the replacement of ecolofP.cally equivalent habitat 
and shall take place in accordance Wlth the provisions of this 
title and concurrent with any future actions which adversely 
affect fish and wildlife poFulations or their habitat but shall 
have no priority over them. ; and 

(4) by adding at the end the following: "(e) Nothing in 
this title shall affect the State's authority to condition water 
rights permits for the Central Valley Project." 
(b) FISH AND WILDLIFE RESTORATION ACTIVITIES.-The Sec

retary, immediately upon the enactment of this title, shall operate 
the Central Valley Project to meet all obligations under State and 
Federal law, including but not limited to the Federal Endangered 
Species Act, 16 U.S.C. 1531, et seq., and all decisions of the Califor
rua State Water Resources Control Board establishing conditions 
on applicable licenses and permits for the project. The Secretary, 
in consultation with other State and Federal agencies, Indian tribes, 
and affected interests, is further authorized and directed to: 

(1) develop within three years of enactment and implement 
a program which makes all reasonable efforts to ensure that, 
by the year 2002, natural production of anadromous .fish in 
Central Valley rivers and streams will be sustainable, on a 
long-term basis, at levels not less than twice the average levels 
attained during the period of 1967- 1991; Provided, That this 
goal shall not apply to the San Joaquin River between Friant 
Dam and the Mendota Pool, for which a separate program 
is authorized under subsection 3406(c) of this title; Prouided 
further, That the programs and activities authorized by this 
section shall, when fully implemented, be deemed to meet the 
mitigation, protection, restoration, and enhancement purposes 
established by subsection 3406(a) of this tit.lei And provided 
further, That in the course of developing ana implementing 
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this program the Secretary shall make all reasonable efforts

consistent with the requirements of this section to address
other identified adverse environmental unpacts of the Central

Valley Project not specifically enumerated in this section
This program shall give first priority to measures

which protect and restore natural channel and riparian

habitat values through habitat restoration actions inodi
fications to Central Valley Project operations and

implementation of the supporting measures mandated by
this subsection shall be reviewed and updated every five

years and shall describe how the Secretary intends to

operate the Central Valley Project to meet the fish wildlife
and habitat restoration goals and requirements set forth

in this title and other project purposes
As needed to achieve the goals of this program

the Secretary is authorized and directed to modify Central

Valley Project operations to provide flows of suitable qual
ity quantity and timing to protect all life stages of anad

romous fish except that such flows shall be provided from

the quantity of water dedicated to fish wildlife and habitat

restoration purposes under paragraph of this subsection
from the water supplies acquired pursuant to paragraph

of this subsection and from other sources which do
not conflict with fulfillment of the Secretarys remaining
contractual obligations to provide Central Valley Project

water for other authorized purposes Instream flow needs
for all Central Valley Project controlled streams and rivers

shall be determined by the Secretary based on rec
ommendations of the United States Fish and Wildlife Serv
ice after consultation with the California Department of

Fish and Game
The Secretary shall cooperate with the State of Inter-

California to ensure that to the greatest degree practicable nen1
the specific quantities of yield dedicated to and managed

re

for fish and wildlife purposes under this title are credited

against any additional obligations of the Central Valley
Project which may be imposed by the State of California

following enactment of this title including but not limited

to increased flow and reduced export obligations which

may be imposed by the California State Water Resources
Control Board in implementing San Francisco Bay/Sac
ramento-San Joaquin Delta Estuary standards pursuant
to the review ordered by the California Court of Appeals
in United States State Water Resources Control Board
182 CaLApp.3d 82 1986 and that to the greatest degree
practicable the programs and plans required by this title

are developed and implemented in way that avoids

inconsistent or duplicative obligations from being imposed
upon Central Valley Project water and power contractors

Costs associated with this paragraph shall be
reimbursable pursuant to existing statutory and regulatory
procedures

upon enactment of this title dedicate and manage Inter

annually eight hundred thousand acre-feet of Central Valley gmt3tte1

Project yiela for the primary purpose of implementing the fish
i-c attUnE

wildlife and habitat restorationpurposes and measures author
ized by this title to assist the State of California in its efforts
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this program the Secretary shall make all reasonable efforts 
consistent with the requirements of this section to address 
other identified adverse environmental impacts of the Central 
Valley Project not specifically enumerated in this section. 

(A) This program shall give first priority to measures 
which protect and restore natural channel and riparian 
habitat values through habitat restoration actions, modi
fications to Central Valley Project operations, and 
implementation of the supporting measures mandated by 
this subsection; shall be reviewed and updated every five 
years; and shall describe how the Secretary intends to 
operate the Central Valley Project to meet the fiah, wildlife, 
and habitat restoration goals and requirements set forth 
in this title and other project purposes. 

(B) As needed to achieve the goals of this program, 
the Secretary is authorized and directed to modify Central 
Valley Project operations to provide flows of suitable qual
ity, quantity, and timing to protect all life stages of anad
romous fish, except that such flows shall be provided from 
the quantity of water dedicated to .fish, wildlife, and habitat 
restoration purposes under paragraph (2) of this subsection; 
from the water s~plies acquired pursuant to paragraph 
(3) of this subsection; and from other sources which do 
not conflict with fulfillment of the Secretary's remaining 
contractual obligations to provide Central Valley Project 
water for other authorized purposes. Instream flow needs 
for all Central Valley Project controlled streams and rivers 
shall be determined bl the Secretary based on rec
ommendations of the Umted States Fish and Wildlife Serv
ice after consultation with the California Department of 
Fish and Game. 

(C) The Secretary sball cooperate with the State of 
California to ensure that, to the greatest degree practicable, 
the specific quantities of yield dedicated to and managed 
for fish and wildlife purposes under this title are credited 
against any additional obligations of the Central Valley 
Project which may be imposed by the State of California 
following enactment of this title, including but not limited 
to increased flow and reduced export obligations which 
may be imposed by the California State Water Resources 
Control Board in implementing San Francisco Bay/Sac
ramento-San Joaquin Delta Estuary standards pursuant 
to the review ordered by the California Court of Appeals 
in United States v. State Water Resources Control Board, 
182 Cal.App.3d 82 (1986), and that, to the greatest degree 
practicable, the programs and plane required by this title 
are developed and implemented in a way that avoids 
inconsistent or duplicative obligations from being imposed 
upon Central Valley Project water and power contractors. 

(D) Costs associated with this paragraph shall be 
reimbursable pursuant to existing statutory and regulatory 
procedures. 
(2) upon enactment of this title dedicate and manage 

annually eight hundred thousand acre-feet of Central Valley 
Project yield for the primary purpose of implementing the fish, 
wildlife, and habitat restoration _purposes and measures author
ized by thfa title; to assist the State of California in its efforts 

Inter• 
governmental 
relations. 

Inter
governmental 
relations. 
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to protect the waters of the San Francisco Bay/Sacramento-
San Joaquin Delta Estuary and to help to meet auth obligations
as may be legally imposed upon the Central Valley Project
under State or Federal law following the date of enactment
of this title including but not limited to additional obligations
under the Federal Endangered Species Act For the purpose
of this section the term Central Valley Project yield means
the delivery capability of the Central Valley Project dunn
the 19281934 drought period after fishery water quality an
other flow and operational requirements imposed by terms
and conditions existing in licenses permits and other agree
ments pertaining to the Central Valley Project under applicable
State or Federal law existing at the time of enactment of
this title have been met

Such quantity of water shall be in addition to

the quantities needed to implement paragraph 3406dXl
of this title and in addition to all water allocated pursuant
to paragraph 23 of this subsection for release to the

Tnmty Itiver for the purposes of fishery restoration propa
gation and maintenance and shall be supplemented by
all water that comes under the Secretarys control pursuant
to subsections 3406bX3 3408hU and through other
measures consistent with subparagraph 3406bX1XB of

this title

Such quantity of water shall be managed pursuant
to conditions specified by the United States Fish and Wild
life Service alter consultation with the Bureau of Reclama
tion and the California Department of Water Resources
and in cooperation with the California Department of Fish
and Game

The Secretary may temporarily reduce deliveries

of the quantity of water dedicated under this paragraph
up to 25 percent of such total whenever reductions due
to hydrologic circumstances are imposed upon sçicultural
deliveries of Central Valley Project water Prouided That
such reductions shall not exceed in percentage terms the

reductions imposed on agricultural service contractors Pro
vided /ttrther That nothing in this subsection or subsection

3406e shall require the Secretary to operate the project
in way that jeopardizes human health or safety

CD if the quantity of water dedicated under this para
graph or any portion thereof is not needed for the purposes
of this section based on finding by the Secretary the

Secretary is authorized to make such water available for

other project purposes
develop and implement program in coordination and

in conformance with the plan required under paragraph
of this subsection for the acquisition of water supply to

supplement the quantity of water dedicated to fish and wildlife

purposes under paragraph of this subsection and to fulfill

the Secretarys obligations under paragraph 3406dX2 of this

title The program should identify how the Secretary intends
to utilize in particular the following options improvements
in or modifications of the operations of the project water bank
ing conservation transfers conjunctive use and temporary
and permanent land fallowing including purchase lease and

option of water water rights and associated agricultural land
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to protect the waters of the San Francisco Bay/Sacramento
San Joaquin Delta Estuary; and to help to meet such obligations 
as may be legally imposed upon the Central Valley Project 
under State or Federal law following the date of enactment 
of this title, including but not limited to additional obligations 
under the Federal Endangered Species Act. For the purpose 
of this section, the term "Central Valley Project yield means 
the delivery capability of the Central Valley Project during 
the 1928-1934 drought period alter fishery, water quality, and 
other flow and operational requirements imposed by terms 
and conditions existing in licenses, permits, and other agree
ments pertaining to the Central Valley Project under applicable 
State or Federal law existing at the time of enactment of 
this title have been met. 

(A) Such quantity of water shall be in addition to 
the quantities needed to implement paragraph 3406(dX1) 
of this title and in addition to all water allocated pursuant 
to paragraph (23} of this subsection for release to the 
Trinity River for the purposes of fishery restoration, propa
gation, and maintenance; and shall be supplemented by 
all water that comes under the Secretary's control pursuant 
to subsections 3406(bX3), 3408(h)-{i), and through other 
meMures consistent with subparagraph 3406(bXIXB) of 
this title. 

(B) Such quantity of water shall be managed pursuant 
to conditions specified by the United States Fish and Wild
life Service after consultation with the Bureau of Reclama
tion and the California Department of Water Resources 
and in cooperation with the California Department of Fish 
and Game. 

(C) The Secretary may temporarily reduce deliveries 
of the quantity of water dedicated under this paragraph 
up to 25 percent of such total whenever reductions due 
to hydrologic circumstances are imposed upon a~cultural 
deliveries of Central Valley Project water; Prouided, That 
such reductions shall not exceed in percentage terms the 
reductions imposed on agricultural service contractors; Pro
uided further, That nothing in this subsection or subsection 
3406(e) shall require the Secretary to operate the project 
in a way that jeopardizes human health or safety. 

(D} 1f the quantity of water dedicated under this para• 
graph, or any portion thereof, is not needed for the purposes 
of this section, based on a finding by the Secretary, the 
Secretary is authorized to make such water available for 
other project p~ses. 
(3) develop and implement a program in coordination and 

in conformance with the plan required under paragraph (1) 
of this subsection for the acquisition of a water supply to 
supplement the quantity of water dedicated to fish and wildlife 
purposes under paragraph (2) of this subsection and to fulfill 
the Secretary's obligations under paragraph 3406(dX2) of this 
title. The program should identify how the Secretary intends 
to utilize, in particular the following options: improvements 
in or modifications of the operations of the project; water bank
ing; conservation; transfers; conjunctive use; and temporary 
and permanent land fallowing, including purchase, lease, and 
option of water, water rights, and associated agricultural land. 
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develop and implement program to mitigate for fishery

impacts associated with operations of the Tracy Pumping Plant
Such program shall include but is not limited to improvement
or replacement of the fish screens and fish recovery facilities

and practices associated with the Tracy Pumping Plant Costs
associated with this paragraph shall be reimbursed in accord

ance with the followins formula 37.5 percent shall be
reimbursed as main project features 37.5 percent shall be
considered nonreimbursable Federal expenditure and 25 per
cent shall be paid by the State of California The reimbursable
share of funding for this and other facility repairs improve-
maMa and construction shall be allocated among project water
and power users in accordance with existing project cost alloca
tion procedures

develop and implement program to mitigate for fishery

impacts resulting from operations of the Contra Costa Canal

Pumping Plant No Such program shall provide for construc
tion and operation of fish screening and recovery facilities

and for modified practices and operations Costa associated

with this paragraph shall be reimbursed in accordance with
the followmg formula 37.5 percent shall be reimbursed as

main project features 37.5 percent shall be considered
nonreimbursable Federal expenditure and 25 percent shall be

paid by the State of California

install and operate structural temperature control

device at Shasta Dam and develop and implement modifications

in CVP operations as needed to assist in the Secretarys efForts

to control water temperatures in the upper Sacramento River
in order to protect anadromous fish in the upper Sacramento
River Costs associated with planning and construction of the
structural temperature control device shall be reimbursed in

accordance with the following formula 37.5 percent shall be
reimbursed as main project features 37.5 percent shall he
considered nonreimbursable Federal expenditure and 25 per
cent shsll be paid by the State of California

meet flow standards and objectives and diversion limits

set forth in all laws and judicial decisions that apply to Central

Valley Project facilities including but not limited to provisions

of this title and all obligations of the United States under
the Agreement Between the United States and the Department
of Water Resources of the State of California for Cobrdinated

Operation of the Central Valley Project and the State Water
Project dated May 20 1985 as well as Public Law 99546

make use of short pulses of increased water flows to

increase the survival of migrating anadromous fish movin
into and through the Sacramento-San Joaquin Delta an
Central Valley rivers and streams

develop and implement program to eliminate to the
extent possible losses of anadromous fish due to flow fluctua
tions caused by the operation of any Central Valley Project

storage or re-regulating facility The program shall be patterned
where appropriate after the agreement between the California

Department of Water Resources and the California Department
of Fish and Game with respect to the operation of the California

State Water Project Oroville Dam compleL
10 develop and implement measures to minimize fish

passage problems for adult and juvenile anadromous fish at
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(4) develop and implement a program to mitigate for fishery 
impacts associated with operations of the Tracy Pumping Plant. 
Such program shall include, but is not limited to improvement 
or replacement of the fish screens and fish recovery facilities 
and practices associated with the Tracy ~fing Plant. Costs 
associated with this paragraph shall be re· ureed in acrord
ance with the follo~ formula: 37 .6 percent shall be 
reimbursed as main proJect features, 37 .6 percent shall be 
e-0nsidered a nonreimbursable Federal expenditure, and 25 per
cent shall be paid by the State of California. The reimbursable 
share of funding for this and other facility repairs, improve
ments, and construction shall be allocated a,mong project water 
and power users in accordance with existing project cost alloca
tion procedures. 

(5) develop and implement a program to mitigate for fishery 
impacts resulting from operations of the Contra Costa Canal 
Pumping Plant No. 1. Such program shall provide for construc
tion and operation of fish screening and recovery facilitiesi 
and for modified practices and operations. Costs associatea 
with this paragraph shall be reimbursed in accordance with 
the followmg formula: 37.5 percent shall be reimbursed as 
main project features, 37 .5 percent shall be considered a 
nonreimbursable Federal expenditure, and 25 percent shall be 
paid by the State of California. 

(6) install and operate a structural temperature control 
device at Shasta Dam and develop and implement modifications 
in CVP operations as needed to assist in the Secretary's efforts 
to control water temperaturea in the upper Sacramento River 
in order to protect anadromous fish in the upper Sacramento 
River. Costs associated with planning and construction of the 
structural temperature control device shall be reimbursed in 
accordance with the following formula: 37.5 percent shall be 
reimbursed as main project features, 37.5 percent shall be 
considered a nonreimbursable Federal expenditure, and 25 per
cent shall be paid by the State ofCaliforrua. 

(7) meet flow standards and objectives and diversion limits 
set forth in all laws and judicial decisions that apply to Central 
Vall er Project facilities, including, but not limited to, provisions 
of this title and all obligations of the United States under 
the "Agreement Between the Uruted States and the Department 
of Water Resources of the State of California for Coordinated 
Operation of the Central Valley Project and the State Water 
Project" dated May 20, 1985, as well as Public Law 99-646. 

(8) make use of short pulses of increased water flows to 
increase the survival of migrating anadromous fish moving 
into and through the Sacramento..San Joaquin Delta and 
Central Valley rivers and streams. 

(9) develop and implement a program to eliminate, to the 
extent possible, losses of anadromous fish due to flow fluctua
tions caused by the operation of any Central Valley Project 
storage or re-regulating facility. The program shall be patterned 
where appropriate after the agreement between the California 
Department of Water Resources and the California Department 
of Fish and Game with respect to the operation of the California 
State Wat.er Project Oroville Dam complex.. 

(10) develop and implement measures to minimize fish 
passage problems for adult and juvenile anadromous fish at 
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the Red Bluff Diversion Dam in manner that provides for

the use of associated Central Valley Project conveyance facilities

for delivery of water to the Sacramento Valley National Wildlife

Refuge complex in accordance with the reguirements of sub
section of this section Costs associated with implementation
of this paragraph shall be reimbursed in accordance with the

following formula 37.5 percent shall be reimbursed as main
project features 37.5 percent shall be considered
nonreimbursable Federal expenditure and 25 percent shall be

paid by the State of California

11 rehabilitate and expand the Coleman National Fish
Hatchery by implementing the United States Fish and Wildlife

Services Coleman National Fish Hatchery Development Plan
and modify the Keawick Dam Fish Trap to provide for its

efficient operation at all project flow release levels and modify
the basin below the Keswick Dam spillway to prevent the

trapping of fish Costs associated with implementation of this

paragraph shall be reimbursed in accordance with the following
formula 50 percent shall be reimbursed as main project fea
tures and 50 percent shall be considered nonreimbursable
Federal expenditure

12 develop and implement comprehensive program to

provide flows to allow sufficient spawning incubation rearing
and outinigration for salmon and stiulhead from Whiskeytown
Dam as determined by instream flow studies conducted by
the California Department of Fish and Game after Clear Creek
has been restored and new fish ladder has been constructed
at the McCormick-Saeltzer Dam Costs associated with channel
restoration passage improvements and fish ladder construction

required by this paragraph shall be allocated 50 percent to

the United States as nonreimbursable expenditure and 50

percent to the State of California Costs associated with provid
ing the flows required by this paragraph shall be allocated

among project purposes
13 develop and implement continuing program for the

purpose of restoring and replenishing as needed spawning
gravel lost due to the construction and operation of Central

Valley Project dams bank protection projects and other actions

that have reduced the availability of spawning gravel and

rearing habitat in the Upper Sacramento River from Keswick
Dam to Red Bluff Diversion Darn and in the American and
Stanislaus Rivers downstream from the Nimbus and Goodwin
Dams respectively Theprogram shall include preventive meas
ui-es such as re-establishment of meander belts and limitations

on future bank protection activities in order to avoid further

leases of instream and riparian habitat Costs associated with

implementation of this paragraph shall be reimbursed in

accordance with the following formula 37.5 percent shall be
reimbursed as main project features 37.5 percent shall be
considered nonreirnbursable Federal expenditure and 25 per
cent shall be paid by the State of California

14 develop and implement program which provides for

modified operations and new or improved control structures

at the Delta Cross Channel and Georgiana Slough during times
when significant numbers of striped bass eggs larvae and
juveniles approach the Sacramento River intake to the Delta
Cross Channel or Georgiana Slough Costs associated with
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the Red Bluff Diversion Dam in a manner that provides for 
the use of associated Central Valley Project conveyance facilities 
for delivery of water to the Sacramento Valley National Wildlife 
Refuge complex in accordance with the requirements of sub
section {d) of this section. Costs associated with implementation 
of this paragraph shall be reimbursed in accordance with the 
following formula: 37 .5 percent shall be reimbursed as main 
project features, 37.6 percent shall be considered a 
nonreimbursable Federal expenditure, and 25 percent shall be 
paid by the State of California. 

(11) rehabilitate and expand the Coleman National Fish 
Hatchery by implementing the United States Fish and Wildlife 
Service's Coleman National Fish Hatchery Development Plan, 
and modify the Keswick Dam Fish Trap to provide for its 
efficient operation at all project flow release levels and modify 
the basin below the Keswick Dam spillway to prevent the 
trapping of fish. Costs associated with implementation of this 
paragraph shall be reimbursed in accordance with the following 
formula: 50 percent shall be reimbursed as main project fea
tures and 60 _percent shall be considered a nonreimbursable 
Federal expenditure. 

(12) develop and implement a comprehensive program to 
provide flows to allow sufficient spawning, incubation, rearing, 
and outmigration for aalmon and steelhead from Whiskeytown 
Dam as determined by instream flow studies conducted by 
the California Department of Fish and Grune after Clear Creek 
has been restored and a new fish ladder has been constructed 
at the McCormick-Saeltzer Dam. Costs associated with channel 
restoration, passage improvements, and fish ladder construction 
required by this paragraph shall be allocated 50 percent to 
the United States as a nonreimbursable expenditure and 50 
percent to the State of California. Costs associated with provid
ing the flows required by this paragraph shall be allocated 
among project purposes. 

(13) develop and implement a continuing program for the 
purpose of restoring and replenishing, as needed, spawning 
gravel lost due to the construction and operation of Central 
Valley Project dams, bank protection projects, and other actions 
that have reduced the availability of spawning gravel and 
rearing habitat in the Upper Sacramento River from Keswick 
Dam to Red Bluff Diversion Dam, and in the American and 
Stanislaus Rivers downstream from the Nimbus and Goodwin 
Dams, respectively. The .Program shall include preventive meas
ures, such as re-establishment of meander belts and limitations 
on future bank protection activities, in order to avoid further 
losses of instream and riparian habitat. Costs associated with 
implementation of this paragraph shall be reimbursed in 
accordance with the following formula: 37.5 percent shall be 
reimbursed as main project features, 37.5 percent shall be 
considered a nonreimbursable Federal expenditure, and 25 per
cent shall be paid by the State of California. 

(14) develop and implement a program which provides for 
modified operations and new or improved control structures 
at the Delta Cross Channel and Georgiana Slough during times 
when significant numbers of striped bass eggs, larvae, and 
juveniles approach the Sacramento River intake to the Delta 
Cross Channel or Georgiana Slough. Costs associated with 
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implementation of this paragraph shall be reimbursed in

accordance with the following formula 37.5 percent shall be
reimbursed as main project features 37.5 percent shall be
considered nonreimbursable Federal expenditure and 25 per
cent shall be paid by the State of California

15 construct in cooperation with the State of California

and in consultation with local interests barrier at the head
of Old River in the Sacramento-San Joaquin Delta to be oper
ated on seasonal basis to increase the survival of young
outmigrating salmon that are diverted from the San Joaquin
River to Central Valley Project and State Water Project pump
ing plants and in manner that does not significantly impair
the ability of local entities to divert water The costs associated

with implementation of this paragraph shall be reimbursed
in accoMance with the following formula 37.5 percent shall

be reimbursed as main project features 37.5 percent shall

be considered nonreimbursable Federal expenditure and 25

percent shall be paid by the State of California

15 establish cooperation with Independent entities and
the State of California comprehensive assessment program
to monitor fish and wildlife resources in the Central Valley
to assess the biological results and effectiveness of actions

implemented pursuant to this subsection 37.5 percent of the

costs associated with implementation of this paragraph shall

be reimbursed as main project features 37.5 percent shall

be considered nonreimbursable Federal expenditure and 25

percent shall be paid by the State of California

17 develop and implement program to resolve fishery

passage problems at the Anderson-Cottonwood Irrigation Dis
trict Diversion Dam as well as upstream stranding problems
related to Anderson-Cottonwood lrrigation District Diversion
Dam operations Costs associated with implementation of this

paragraph shall be allocated 50 percent to the United States

as nonreimbursable expenditure and 50 percent to the State

of California
18 if requested by the State of California assist in devel

oping and implementing management measures to restore the

striped bass fishery of the Bay-Delta estuary Such measures
shall be coordinated with efforts to protect and restore native

fisheries Costs associated with implementation of this para
graph shall be allocated 50 percent to the United States and
50 percent to the State of California The United States share
of costs associated with implementation of this paragraph shall

be nonreimbursable

19 reevaluate existing operational criteria in order to

maintain minimum carryover storage at Sacramento and Trin
ity River reservoirs to protect and restore the anadromous
fish of the Sacramento and Trinity in accordance with
the mandates and requirements of this subsection and subject

to the Secretarys responsibility to fulfill all project purposes
including agricultural water delivery

20 participate with the State of California and other

Federal agencies in the implementation of the on-going program
to mitigate fully for the fishery impacts associated with oper
ations of the Glenn-Colusa Irrigation Districts Hamilton City

Pumping Plant Such participation shall include replacement
of the defective fish screens and fish recovery facilities associ

59194 O93 QL Pt
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implementation of this paragraph shall be reimbursed in 
accordance with the following formula: 37.6 percent shall be 
reimbursed as main project features, 37.6 percent shall be 
considered a nonreimburaable Federal expenditure, and 25 per
cent shall be paid by the State of Califorrua. 

(15) constrnct, in cooperation with the State of California 
and in consultation with local interests, a barrier at the bead 
of Old River in the Sacramento-San Joaquin Delta to be oper
ated on a seasonal basis to increase the survival of young 
outmigrating salmon that are diverted from the San Joaquin 
River to Central Valley Project and State Water Project pum'(>
ing plants and in a manner that does not significantly unpair 
the ability of local entities to divert water. The costs associated 
with implementation of this paragraph shall be reimbursed 
in accordance with the following formula: 37 .5 percent shall 
be reimbursed as main project features, 37.5 1':Crcent shall 
be considered a nonreimbursable Federal expenditure, and 25 
percent shall be paid by the State of California. 

(16) establish, in cooperation with independent entities and 
the State of California, a compreheJ1Hive assessment program 
to monitor fish and wildlife resources in the Central Valley 
to assess the biological results and effectiveness of actions 
implemented pursuant to this subsection. 37.5 percent of lhe 
costs associated with implementation of this paragraph shall 
be reimbursed as main project features, 37 .5 percent shall 
be considered a nonreimbursable Federal expenditure, and 25 
percent shall be paid hf the State of California. 

(17) develop and llllplement a program to resolve .fishery 
passage problems at the Anderson-Cottonwood Irrigation Dis
trict Diversion Dam as well as upstream stranding problems 
related to Anderson-Cottonwood Irrigation District Diversion 
Dam operations. Coats associated with implementation of this 
paragraph shall be allocated 50 percent to the United States 
as a nonreimbursable expenditure and 50 percent to the State 
of California. 

(18) if requested by the State of California, assist in devel
oping and implementing management measures to restore the 
striped bass fishery of the Bay-Delta estuary. Such measures 
shall be coordinated with efforts to protect and restore native 
fisheries. Costs associated with implementation of this para
graph shall be allocated 50 percent to the United States and 
50 percent to the State of California. The United States' share 
of costs associated with implementation of th.is paragraph shall 
be nonreimbursable. 

(19) reevaluate existing operational criteria in order to 
maintain minimum carryover storage at Sacramento and Trin
ity River reservoirs to protect and restore the anadromoua 
fish of the Sacramento and Trinity Rivers in accordance with 
the mandates and requirements oi this subsection and subject 
to the Secretary's responsibility to fulfi11 all projed purposes, 
including agricultural water delivery. 

(20) participate with the State of California au.d other 
Federal agencies in the implementation of the on-going program 
to mitigate fuJly for the fishery impacts associated with oper• 
at~ons of the Glenn-Colusa Irrigation District's Hamilton City 
Pumping Plant. Such participation shall include replacement 
of the defective fish screens and fish recovery facilities associ-

s,-194 0-93-6 . QL 3 IPI Gl 
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ated with the Hamilton City Pumping Plant This authorization

shail not be deemed to supersede or alter existing authoriza
tions for the participation of other Federal agencies in the

mitigation program Seventy-five percent shall be considered
nonreimbursable Federal expenditure and 25 percent shall

be paid by the State of California
21 assist the State of California in efforts to develop

and implement measures to avoid losses of juvenile anadromous
fish resulting from unscreened or inadequately screened diver
sions on the Sacramento and San Joaquin rivers their tribu
taries the Sacramento-San Joaquin Delta and the Suisun
Marsh Such measures shall include but shall not be limited

to construction of screens on unscreened diversions rehabilita
tion of existing screens replacement of existing non-functioning
screens and relocation of diversions to less fishery-sensitive
areas The Secretarys share of costs associated with activities

authorized under this paragraph shall not exceed 50 percent
of the total cost of any such activity

22 provide such incentives as the Secretary determines
to be appropriate or necessary consistent with the pals and

objectives of this title to encourage farmers to participate in

program which the Secretary shall develop under which
such farmers will keep fields flooded during appropriate time

periods for the purposes of waterfowl habitat creation and
maintenance and for Central Valley Project yield enhancement
Provided That such incentives shall not exceed $2000000
annually either directly or through credits against other
contractual payment obligations including the pricing waivers
authorized under subsection 3405d of this tile Provided fur
ther That the holder of the water contract shall pass such
incentives through to farmers participating in the program
less reasonable contractor costs if any And provided further
That such water may be transferred subject to section 3405a
of this titie only if the farmer waives all rights to such incen
tives This provision shall terminate by the year 2002

23 in order to meet Federal trust responsibilities to pro
tect the fishery resources of the Hoopa Valley Tribe and to

meet the fishery restoration goals of the Act of October 24
1984 Public Law 98541 provide through the Trinity River

Division for water years 1992 through 1996 an instream
release of water to the Trinity River of not less than three
hundred and forty thousand acre-feet per year for the purposes
of fishery restoration propagation and maintenance and

by September 30 1996 the Secretary after con
sultation with the Hoopa Valley Tribe shall complete the

Trinity River flow Evaluation Study currently being con
ducted by the United States Fish and Wildlife Service

under the mandate of the Secretarial Decision of Janu
ary 14 1981 in manner which insures the development
of recommendations based on the best available scientific

data regarding permanent instream fishery flow require
ments and Trimty River Division operating criteria and

procedures for the restoration and maintenance of the Trin
ity River fishery and

not later than December 31 1996 the Secretary
shall forward the recommendations of the Trinity River
Flow Evaluation Study referred to in subparagraph
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ated with the Hamilton City Pumping Plant. This authorization 
shall not be deemed to supersede or alter existing authoriza
tions for the participation of other Federal agencies in the 
mitigation program. Seventy-five percent shall be considered 
a nonreimbursable Federal expenditure, and 25 percent shall 
be paid by the State of Califorrua. 

(21) assist the State of California in efforts to develop 
and implement measures to avoid losses of juvenile anadromoUB 
fish resulting from unscreened or inadequately screened diver
sions on the Sacramento and San Joaquin rivers, their tribu
taries, the Sacramento-San Joaquin Delta., and the Suisun 
Marsh. Such meaaures shall include but shall not be limited 
to construction of screens on unscreened diversions, rehabilita
tion of existing screens, replacement of existing non-functioning 
i.creens, and relocation of diversions to 11:!ss fishery-sensitive 
areas. The Secretary's share of costs associated with activities 
authorized under this paragraph shall not exceed 50 percent 
of the total cost of any such activity. 

(22) provide such incentives as the Secretary determines 
to be appropriate or necessary, consistent with the ~oals and 
objectives of this title, to encourage farmers to participate in 
a program, which the Secretary shall develop, under which 
such farmers will keep fields flooded during appropriate time 
periods for the purposes of waterfowl habitat creation and 
maintenance and for Central Valley Project yield enhancement; 
Provided, That such incentives shall not exceed $2,000,000 
annually, either directly or through credits against other 
contractual payment obli~ations, including the pricing waivers 
authorized under subsection 3405(d) of this tile; Provided fur
ther, That the holder of the water contract shall pass such 
incentives through to farmers participating in the program, 
less reasonable contractor costs, if any; And provided further, 
That such water may be transferred su!>ject to section 3405(a) 
of this title onlr if the farmer waives all rights to such incen
tives. This proV1Sion shall terminate by the year 2002. 

(23) in order to meet Federal trust responsibilities to pro
tect the fishery resources of the Hoopa Valley Tribe, and to 
meet the fishery restoration goals of the Act of October 24, 
1984, Public Law 98-541, provide through the Trinity River 
Division, for water years 1992 through 1996, an instream 
release of water to the Trinity River of not less than three 
hundred and forty thousand acre-feet per rear for the purposes 
of fishery restoration, propagation, and nuuntenance and, 

(A) by September 30, 1996, the Secretary, after con
sultation with the Hoopa Valley Tribe, shall complete the 
Trinity River Flow Evaluation Study currently being con
ducted by the United States Fish and Wildlife Service 
under the mandate of the Secretarial Decision of Janu
ary 14, 1981, in a manner which insures the development 
of recommendations, based on the best available scientific 
data, regardin¥ permanent inst.ream fishery flow require
ments and Trinity River Division operating criteria o.nd 
procedures for the restoration and maintenance of the Trin
ity River fishery; and 

(B) not later than December 31, 1996, the Secretary 
shall forward the recommendations of the Trinity River 
Flow Evaluation Study, referred to in subparagraph (A) 
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of this paragraph to the Committee on Energy and Natural
Resources and the Select Committee on lndian Affairs of

the Senate and the Committee on Interior and Insular

Affairs and the Committee on Merchant Marine and Fish
eries of the House of Representatives If the Secretary
and the Hoopa Valley Tribe concur in these recommenda
tions any increase to the minimumTrinity River ins tream

fishery releases established under this paragraph and the

operating criteria and procedures referred to in subpara
graph shall be implemented accordingly If the Hoopa
Valley Tribe and the Secretary do not concur the minimum
Trinity River instream fishery releases established under
this paragraph shall remain in effect unless increased by
an Act of Congress appropriate judicial decree or agree
ment between the Secretary and the Hoopa Valley Tribe
Costs associated with implementation of this paragraph
shall be reimbursable as operation and maintenance
expenditures pursuant to existing law

If the Secretary and the State of California determine that long-

term natural fishery productivity in all Central Valley Project con
trolled rivers and streams resulting from implementation of this

section exceeds that which existed in the absence of Central Valle

Project facilities the costs of implementing those measures whic
are determined to provide such enhancement shall become credits

to offset reimbursable costs associated with implementation of this

subsection
SAN JOAQUIN AND SmNISLAUS RIVERaThe Secretary shall

by not later than September 30 1996
develop comprehensive plan which is reasonable

prudent and feasible to address fish wildlife and habitat

concerns on the San Joaquin River including but not limited

to the streamfiow channel riparian habitat and water quality

improvements that would be needed to reestablish where nec
essary and to sustain naturally reproducing anadromous fish
eries from Friant Dam to its confluence with the San Francisco
Bay/Sacramento-San Joaquin Delta Estuary Such plan shall

be developed in cooperation with the California Department
of Fish and Game and in coordination with the San Joaquin
River Management Program under development by the State

of California shall comply with and contain any documents

required by the National Environmental Policy Act and contain

findings setting forth the basis for the Secretarys decision

to adopt and implement the plan as well as recommendations
concerning the need for subsequent Congressional action if

any and shall incorporate among other relevant factors the

potential contributions of tributary streams as well as the alter
natives to be inveatigated under paragraph of this sub
section During the time that the Secretary is developing the

plan provided for in this subsection and until such time as

Congress has authorized the Secretary to implement such plan
with or without modifications the Secretary shall not as

measure to implement this title make releases for the restora
Lion of flows between Gravelly Ford and the Mendota Pool

and shall not thereafter make such releases as measure
to implement this title without specific Act of Congress
authorizing such releases In lieu of such requirement and
until such time as flows of sufficient quantity quality and
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of this paragraph, to the Committee on Energy and Natural 
Resources and the Select Committee on Indian Affairs of 
the Senate and the Committee on Interior and Insular 
Affairs and the Committee on Merchant Marine and Fish
eries of the House of Representatives. If the Secretary 
and the Hoopa Valley Tribe concur in these recommenda
tions, any increase to the minimum Trinity River instream 
fishery releases established under this paragraph and the 
operating criteria and procedures referred to in su~para
graph (A) sbaJl be implemented accordingly. If the Hoopa 
Valley Tribe and the Secretary do not concur, the minimum 
Trinity River instream fishery releases established under 
th.is paragraph shaJl remain in effect unless increased by 
an Act of Congress, appropriate judicial decree, or ~ee
ment between the Secretary and the Hoopa VaJley Tribe. 
Costs associated with implementation of th.is paragraph 
shall be reimbursable as operation and maintenance 
expenditures pursuant to existing law. 

1f the Secretary and the St.ate of California determine that long
term natural fishery productivity in aJl Central VaJley Project con
trolled rivers and streams resulting from implementation of th.is 
section exceeds that which existed in the absence of Central Valley 
Project facilities, the costs of implementing those measures which 
are determined to provide such enhancement shall become credits 
to offset reimbursable costs associated with implementation of this 
subsection. 

(c) SAN JOAQUIN AND STANISLAUS RrvERS.-The Secretary shall, 
by not later than September 30, 1996: 

(1) develop a comprehensive plan, which is reasonable, 
prudent, and feasible, to address fish, wildlife, and habitat 
concerns on the San Joaquin River, including but not limited 
to the streamflow, channel, riparian habitat, and water quality 
improvements that would be needed to reestablish where nec
essary and to sustain naturally reproducing anadromous fish
eries from Friant Dam to its confluence with the San Francisco 
Bay/Sacramento-San Joaquin Delta Estuary. Such plan shaJl 
be developed in cooperation with the California Department 
of Fish and Game and in coordination with the San Joaquin 
River Management Program under development by the State 
of California· shall comJ)_)y with and contain any documents 
required by the National Environment.al Policy Act and contain 
findings setting forth the basis for the Secretary's decision 
to adopt and implement the plan as well as recommendations 
concerning the need for subsequent Congressional action, if 
any; and shall incorporate, among other relevant factors, the 
potential contributions of tributary streams as well as tbe alter
natives to be investigated under paragraph (2) of this sub
section. During tbe time that the Secretary is developing the 
plan provided for in th.is subsection, and until such time as 
Congress has authorized the Secretary to implement such plan, 
with or without modifications, the Secretary shaJl not, as a 
measure to implement this title, make releases for the restora
tion of flows between Gravelly Ford and the Mendota Pool 
and shall not thereafter make such releases as a measure 
to implement this title without a specific Act of Congress 
authorizing such releases. In lieu of such requirement, and 
until such time as flows of sufficient quantity, quality and 
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timing are provided at and below Gravelly Ford to meet the
anadromous fishery needs identified pursuant to such elan
if any entities who receive water from the Friant Division
of the Central Valley Project shall be assessed in addition
to all other applicable charges $4 per acre-foot surcharge
for all Project water delivered on or before September 30
1997 $5 per acre-foot surcharge for all Project water delivered

after September 30 1997 but on or before September 30
1999 and $7 per acre-foot surcharge for all Project water
delivered thereafter to be covered into the Restoration Fund

in the course of preparing the Stanislaus River Basin
and Calaveras River Water Use Program Environmental Impact
Statement and in consultation with the State of California
affected counties and other interests evaluate and determine

existing and anticipated future basin needs in the Stanislaus
River Basin in the course of such evaluation the Secretary
shall investigate alternative storage release and delivery

regimes including but not limited to conjunctive use operations
conservation strategies exchange arrangements and the use
of base and channel maintenance flows in order to best satisfy
beth basin and out-of-basin needs consistent on continuing
basis with the limitations and priorities established in the
Act of October 23 1962 76 Stat 173 For the purposes of

this subparagraph basin needs shall include water supply
for agricultural municipal and industrial uses and mainte
nance and enhancement of water Quality and fish and wildlife

resources within the Stanislaus River Basin as established

by the Secretarys June 29 1981 Record of Decision and out
of-basin needs shall include all such needs outside of the
Stanislaus River Basin including those of the San Francisco
Bay/Sacramento-San Joaquin Delta Estuary and those of the
San Joaquin River under paragraph of this subsection

CENTRAL VALLEY REFUGES AND WILDLIFE HAX3ITAT AREAS
In support of the objectives of the Central Valley Habitat Joint

Venture and in furtherance of the purposes of this title the Sec
retary shall provide either directly or through contractual agree
ments with other appropriate parties firmwater supplies of suitable

quality to maintain and improve wetland habitat areas on units

of the National Wildlife Refuge System in the Central Valley of

California on the Gray Lodge Los Banos Volta North Grasslands
and Mendota state wildlife manaement areas and on the Grass
lands Resources Conservation District in the Central Valley of

California
Upon enactment of this title the quantity and delivery

schedules of water measured at the Lundaries of each wetland
habitat area described in this paragraph shall be in accordance
with level of the Dependable Water Supply Needs table

for those habitat areas as set forth in the Refuge Water Supply
Report and two-thirds of the water supply needed for full habi
tat development for those habitat areas identified in the San
Joaquin Basin Action Plan/Kesterson Mitigation Action Plan

Report prepared by the Bureau of Reclamation Such water
shall be provided through long-term contractual agreements
with appropriate parties and shall be supplemented by the
increment of water provided for in paragraph of this sub
section Provided That the Secretary shall be obligated to pro
vide such water whether or not such long-term contractual
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timing are provided at and below Gravelly Ford to meet the 
anadromous fishery needs identified pursuant to such 1;>lan, 
if any, entities who receive water from the Friant Division 
of the Central Valley Project shall be assessed, in addition 
to all other applicable charges, a $4 per acre-foot surcharge 
for all Project water delivered on or before September 30, 
1997; a $5 per acre-foot surcharge for all Project water delivered 
after September 30, 1997 but on or before September 30, 
1999; and a $7 per acre-foot surcharge for all Project water 
delivered thereafter, to be covered into the Restoration Fund. 

(2) in the course of preparing the Stanislaus River Basin 
and Calaveras River Water Use Program Environmental Impact 
Statement and in consultation with the State of California, 
affected counties, and other interests, evaluate and determine 
existing and anticipated future baain needs in the Stanislaus 
River Basin. In the course of such evaluation, the Secretary 
shall investigate alternative storage, releasa, and delivery 
regimes, including but not limited to conjunctive use operations, 
conservation strategies, exchange arrangements, and the use 
of base and channel maintenance flows, in order to best satisfy 
both basin. and out-of-basin needs consistent, on a continuing 
basis, with the limitations and priorities established in the 
Act of October 23, 1962 (76 Stat. 173). For the purposes of 
this subparagraph_, "basin needs" shall include water supply 
for agricultural, municipal and industrial uses, and mainte
nance and enhancement of water quality, and fish and wildlife 
resources within the Stanislaw River Baain as established 
by the Secretary's June 29, 1981 Record of Decision; and "out
of-basin" needs shall include all such needs outside of the 
Stanislaus River Basin, including those of the San Francisco 
Bay/Sacramento-San Joaquin Delta Estuary and those of the 
San Joaquin River under paragraph (1) of this subsection. 
(d) CENTRAL VALLEY REFUGES AND WILDLIFE HABITAT AREAs.-

In support of the objectives of the Central Valley Habitat Joint 
Venture and in furtherance of the purposes of this title, the Sec
retary shall provide, either directly or through contractual agree
ments with other appropriate parties, firm water supplies of suitable 
quality to maintain and improve wetland habitat areas on units 
of the National Wildlife Refuge System in the Central Valley of 
California; on the Gra,r Lodge, Los Banos, Volta, North Grasslands, 
and Mendota state wildlife mana~ement areas; and on the Grass
lands Resources Conservation DlBtrict in the Central Valley of 
California. 

(1) Upon enactment of this title, the quantity and delivery 
schedules of water measured at the boundaries of each wetland 
habitat area described in this paragraph shall be in accordance 
with level 2 of the "Dependable Water Supply Needs" table 
for those habitat areas as set forth in the Refuge Water Supply 
Report and two-thirds of the water supply needed for full habi
tat development for those habitat areas identified in the San 
Joaquin Basin Action Plan/Kesterson Mitigation Action Plan 
Report prepared by the Bureau of Reclamation. Such water 
shall be provided through long-term contractual agreements 
with appropriate parties and shall be supplemented by the 
increment of water provided for in paragraph (1) of this sub
section; Provided, That the Secretary shall be obligated to pro
vide such water whether or not such long-term contractual 
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agreements are in effect In implementing this paragraph the

Secretary shall endeavor to diversify sources of supply in order

to minimize possible adverse effects upon Central Valley Project
contractors

Not later than ten years after enactment of this title
the quantity and delivery schedules of water measured at the

boundaries of each wetland habitat area described in this para
graph shall be in accordance with level of the Dependable
Water Supply Needs table for those habitat areas as set forth

in the Reflige Water Supply Report and the full water supply
needed for full habitat development for those habitat areas

identified in the San Joaquin Basin Action Plan/Kesterson

Mitigation Action Plan Report prepared by the Bureau of Rec
lamation The quantities of water required to supplement the

quantities provided under paragraph of this subsection shall

be acquired by the Secretary in cooperation with the State

of California and in consultation with the Central Valley Habi
tat Joint Venture and other interests in cumulating increments
of not less than ten percent per annum through voluntary
measures which include water conservation conjunctive use
purchase lease donations or similar activities or combina
tion of such activities which do not require involuntary
reallocations of project yield

All costs associated with implementation of pararaph
of this subsection shall be reimbursable pursuant to existing

law Incremental costs associated with implementation of para
graph of this subsection shall be fully allocated in accordance
with the following formula 75 percent shall be deemed
nonreimbursable Federal expenditure and 25 percent shall be
allocated to the State of California for recovery through direct

reimbursements or through equivalent in-kind contributions
The Secretary may temporarily reduce deliveries of

the quantity of water dedicated under paragraph of this

subsection up to 25 percent of such total whenever reductions

due to hydrologic circumstances are imposed upon agricultural
deliveries of Central Valley Project water Provided That such
reductions shall not exceed in percentage terms the reductions

imposed on agricultural service contractors For the purpose
of shortage allocation the priority or priorities applicable to

the increment of water provided under paragraph of this

subsection shall be the priority or priorities which applied
to the water in question prior to its transfer to the purpose
of providing such increment

The Secretary is authorized and directed to construct

or to acquire from non-Federal entities such water conveyance
facilities conveyance capacity and wells as are necessary to

implement the requirements of this subsection Provided That
such authorization shall not extend to conveyance facilities

in or around the Sacramento-San Joaquin Delta Estuary Asso
ciated construction or acquisition costs shall be reimbursable
pursuant to existing law in accordance with the cost allocations

set forth in paragraph of this subsection
The Secretary in consultation with the State of Califor- Reports

nia the Central Valley Habitat Joint Venture and other
interests shall investigate and report on the following supple
mental actions by not later than September 30 1997
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agreements are in effect. In implementing this paragraph, the 
Secretary shall endeavor to diversify sources of supply in order 
to minimize possible adverse effects upon Central Valley Project 
con ti:actors. 

(2) Not later than ten years after enactment of this title, 
the quantity and delivery schedules of water measured at the 
boundaries of each wetland habitat area described in this para
graph shall be in accordance with level 4 of the "Dependable 
Water Supply Needs" table for those habitat areas as set forth 
in the Refuge Water Supply Report and the full water supply 
needed for full habitat development for those habitat areas 
identified in the San Joaquin Basin Action Plan/Kesterson 
Mitigation Action Plan Report prepared by the Bureau of Rec
lamation. The quantities of water required to supplement the 
quantities provided under paragraph (1) of this subsection shall 
be acquired by the Secretary in cooperation with the State 
of California and in consultation with the Central Valley Habi
tat Joint Venture and other interests in cumulating increments 
of not less than ten percent per annum through voluntary 
measures which include water conservation, conjunctive use, 
purchase, lease, donations, or similar activities, or a combina
tion of such activities which do not require involuntary 
reallocations of project yield. 

(3) All costs associated with implementation of para~aph 
(1) of this subsection shall be reimbursable pursuant to eXIBting 
law. Incremental costs associated with implementation of para
graph (2) of this subsection shall be fully allocated in accordance 
with the following formula: 75 percent shall be deemed a 
nonreimbursable Federal expenditure; and 25 percent shall be 
allocated to the State of California for recovery through direct 
reimbursements or through equivalent in-kind contributions. 

(4) The Secretary may temporarily reduce deliveries of 
the quantity of water dedicated under _paragraph (1) of this 
subsection up to 25 percent of such total whenever reductions 
due to hydrologic circumstances are imposed upon agricultural 
deliveries of Central Valley Project water; Provided, That such 
reductions shall not exceed in percentage terms the reductions 
imposed on agricultural service contractors. For the purpose 
of shortage allocation, the priority or priorities applicable to 
the increment of water provided under paragraph (2) of this 
subsection shall be the priority or priorities which applied 
to the water in question prior to its transfer to the purpose 
of providing such increment. 

(5) The Secretary is authorized and directed to construct 
or to acquire from non-Federal entities such water conveyance 
facilities, conveyance capacity, and wells as are necessary to 
implement the requirements of this subsection; Provided, That 
such authorization shall not extend to conveyance facilities 
in or around the Sacramento-San Joaquin Delta Estuary. Asso
ciated construction or acquisition costs shall be reimbursable 
pursuant to existing law in accordance with the cost allocations 
set forth in paragraph (3) of this subsection. 

(6) The Secretary, in consultation with the State of Califor
nia, the Central Valley Habitat Joint Venture, and other 
interests, shall investigate and report on the following supple
mental actions by not later than September 30, 1997: 

Reports. 
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alternative means of improving the reliability and

quality of water supplies currently available to privately
owned wetlands in the Central Valley and the need if

any for additional supplies and
water supply and delivery requirements necessary

to permit full habitat development for water dependent
wildlife on one hundred and twenty thousand acres supple
mental to the existing wetland habitat acreage identified

in table of the Central Valley Habitat Joint Ventures
Implementation Plan dated April 19 1990 as well as

feasible means of meeting associated water supply require
ments
Sunowru4o INVESTIGATIONS.Not later than five years

after the date of enactment of this title the Secretary shall inves
tigate and provide recommendations to the Committee on Energy
and Natural Resources of the Senate and the Committees on
Interior and Insular Affairs and Merchant Marine and Fisheries

of the House on the feasibility cost and desirability of developing
and implementing each of the following including but not limited

to the impact on the project its users and the State of California
measures to maintain suitable temperatures for anad

romous fish survival in the Sacramento and San Joaquin rivers

and their tributaries and the Sacramento-San Joaquin Delta

by controlling or relocating the discharge of irrigation return
flows and sewage effluent and by restoring riparian forests

opportunities for additional hatchery production to miti

gate the impacts of water development and operations on or

enhance efforts to increase Central Valley fisheries Providec4
That additional hatchery production shall only be used to

supplement or to re-establish natural production while avoiding
adverse effects on remaining wild stocks

measures to eliminate barriers to upstream and down
stream migration of salmonids in the Central Valley including
but not limited to screening programs barrier removal pro
grams and programs for the construction or rehabilitation of

fish ladders on tributary streams
installation and operation of temperature control devices

at Trinity Dam and Reservoir to assist in the Secretarys efforts

to conserve cold water for fishery protection purposes
measures to provide for modified operations and new

or improved control structures at the Delta Cross Channel
and Georgiana Slough to assist in the successful migration
of anadromous fish and

other measures which the Secretary determines would

protect restore and enhance natural production of salmon
and ateelhead trout in tributary streams of the Sacramento
and San Joaquin Rivers including but not limited to the

Merced Mokulumne and Calaveras Rivers and Battle Butte
Deer Elder Mill and Thonies Creeks

REPORT ON PROJECT FISHERY IMPACTS.The Secretary in

consultation with the Secretary of Commerce the State of Califor

nia appropriate Indian tribes and other appropriate public and
private entities shall investigate and report on all effects of the
Central Valley Project on anadromous fish populations and the

fisheries communities tribes businesses and other interests and
entities that have now or in the past bad significant economic
social or cultural association with those fishery resources The Sec
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(A) alternative means of improving the reliability and 
quality of water supplies currently available to privatelr, 
owned wetlands in the Central Valley and the need, if 
any, for additional supplies; and 

(B) water supply and delivery requirements n~sary 
to permit full habitat development for water dependent 
wildlife on one hundred and twenty thou.sand acres suppl~ 
mental to the existing wetland habitat acreage identified 
in Table 8 of the Central Valley Habitat Joint Ventura's 
"Implementation Plan• dated April 19, 1990, ae well as 
feasible means of meeting a.ssociated water supply require
ments. 

(e) SUPPORTING INvESTIGATIONS.-Not later than five years 
after the date of enactment of this title, the Secretary shall invea• 
tigate and provide recommendations to the Committee on Energy 
and Natural Resources of the Senate and the Committees on 
Interior and Insular Affairs and Merchant Marine and Fisheries 
of the House on the feasibility, cost, and desirability of developing 
and implementing each of the following, including, but not limited 
to, the impact on the project, its users, and the State of California: 

(1) measures to maintain suitable temperatures for anad· 
romous fish survival in the Sacramento and San Joaquin rivers 
and their tributaries, and the Sacrament.o-San Joa<Juin Delta 
by controlling or relocating the discharge of irrigation return 
flows and sewage effiuent, and by restoring riparian forests; 

(2) opportunities for additional hatchery production t.o miti• 
gate the impacts of water development and operations on, or 
enhance efforts to increase Central Valley fisheries; Provided, 
That additional hatchery production shall only be used to 
supplement or t.o re-establish natural production while avoiding 
adverse effects on remaining wild stocks; 

(3) measures to eliminate barriers to upstream and down• 
stream migration of salmonide in the Central Valley, including 
but not limited to screening programs, barrier removal pnr 
grams and programs for the construction or rehabilitation of 
fish ladders on tributazy streams; 

(4) installation and operation of temperature control devices 
at Trinity Dam and Reservoir to assist in the Secretary's efforts 
to conserve cold water for fishery protection purposes; 

(6) measures t.o provide for modified operations and new 
or improved control structures at the Delta Cro88 Channel 
and Georgiana Slough t.o assist in the successful migration 
of anadromoua fish; and 

(6) other measures which the Secretary determines would 
protect, rest.ore, and enhance natural production of salmon 
and eteelhead trout in tributary streams of the Sacramento 
and San Joaquin Rivers, including but not limited to the 
Merced, Mokulumne, and Calaveras Rivera and Battle, Butte, 
Deer, Elder, Mill, and Thomes Creeks. 
(0 REPORT ON PROJECT FISHERY OOACTS.-Tbe Secretary, in 

consultation with the Secretary of Commerce, the State of Califor
nia, appropriate Indian tribes, and other appropriate public and 
private entities, shall investigate and report on all effects of the 
Central Valley Project on anadromous fish populations and the 
fisheries, communities, tribes, businesses and other interests and 
entities that have now or in the past bad significant economic, 
social or cultural 8880ciation with those fishery resources. The Sec· 
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retary shall provide such report to the Committee on Energy and
Natural Resources of the Senate and the Committees on Interior

and Insular Affairs and Merchant Marine and Fisheries of the

House of Representatives not later than two years after the date
of enactment of this title

ECOSYSTEM AND WATER SYSTEM OPERATIONS MODELS
The Secretary in cooperation with the State of California and
other relevant interests and experts shall develop readily usable
and broadly available models and supporting data to evaluate the

ecologic and hydrologic effects of existing and alternative operations

of public and private water facilities and systems in the Sacramento
San Joaquin and Trinity River watersheds The primary purpose
of this effort shall be to support the Secretarys efforts in fulfilling

the requirements of this title through improved scientific under
standing concerning but not limited to the following

comprehensive water budget of surface and ground
water supplies considering all sources of inflow and outflow
available over extended periods

related water quality conditions and improvement alter

natives including improved temperature prediction capabilities

as they relate to storage and flows
surface-ground and stream-wetland interactions

measures needed to restore anadromous fisheries to

optimum and sustainable levels in accordance with the restored

carrying capacities of Central Valley rivers streams and ripar
ian habitats

development and use of base flows and channel mainte
nance flows to protect and restore natural channel and riparian

habitat values

implementation of operational regimes at State and
Federal facilities to increase springtime flow releases retain

additional floodwaters and assist in restoring both upriver
and downriver riparian habitats

measures designed to reach sustainable harvest levels

of resident and anadromous fish including development and
use of systems of tradeable harvest rights

opportunities to protect and restore wetland and upland
habitats throughout the Central Valley and

measures to enhance the firm yield of existing Central
Valley Project facilities including improved management and
operations conjunctive use opportunities development of

ofistream storage levee setbacks and riparian restoration
All studies and investigations shall take into account and be fully

consistent with the fish wildlife and habitat protection and restora
tion measures required by this title or by any other State or

Federal law Seventy-five percent of the costs associated with

implementation of this subsection shall be borne by the United
States as nonreimbursable cost the remaining 25 percent shall

be borne by the State of California

The Secretary shall enter into binding cost-share agree- Contracts

ment with the State of California with respect to the timely
governmentalreimbursement of costs allocated to the State in this title Sucn relation

agreement shall provide for consideration of the value of direct

reimbursements specific contributions to the Restoration Fund
and water conveyance capacity or other contributions in-kind that
would supplement existing programs and that would as determined
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retary shall provide such report to the Committee on Energy and 
Natural Resources of the Senate ana the Committees on Interior 
and Insular Affairs and Merchant Marine and Fisheries of the 
House of Representatives not later than two years after the date 
of enactment of this title. 

(g) ECOSYSTEM AND WATER SYSTEM OPERATIONS M0DEL.S.
The Secretary, in cooperation with the State of California and 
other relevant interests and experts, shall develop readily usable 
and broadly available models and supporting data to evaluate the 
ecologic and hydrologic effects of existing and alternative operations 
of public and private water faciJities and systems in the Sacramento, 
San Joaquin, and Trinity River watersheds. The _primary purpose 
of this effort shall be to support the Secretary's efforts in fulfilling 
the requirements of this title through improved scientific under
standing concerning, but not limited to, the following: 

(1) a comprehensive water budget of surface and ground
water supplies, considering all sources of inflow and outflow 
available over extended periods; 

(2) related water quality conditions and improvement alter
natives, including improved temperature prediction capabilities 
as they relate to storage and flows; 

(3) surface-ground and stream-wetland interactions; 
(4) measures needed to restore anadromous fisheries to 

optimum and sustainable levels in accordance with the restored 
carrying capacities of Central Valley rivers, streams, and ripar
ian habitats; 

(5) development and use of base flows and channel mainte
nance flows to protect and restore natural channel and riparian 
habitat values; 

(6) implementation of operational regimes at State and 
Federal facilities to increase springtime flow releases, retain 
additional floodwaters, and assist in restoring both upriver 
and downriver riparian habitats; 

(7) measures designed to reach sustainable harvest levels 
of resident and anadromous fish, including development and 
use of systems of tradeable harvest rights; 

(8) opportunities to protect and restore wetland and upland 
habitats throughout the Central Valley; and 

(9) measures to enhance the firm yield of existing Central 
Valley Project facilities, including improved management and 
operations, conjunctive use opportunities, development of 
offstream storage, levee setbacks, and riparian restoration. 

All studies and investigations shall take into account and be fully 
consistent with the fish, wildlife, and habitat protection and restora
tion measures required by this title or by any other State or 
Federal law. Seventy-five percent of the costs associated with 
implementation of this subsection shall be borne by the United 
States as a nonreimbursable cost; the remaining 25 percent shall 
be borne by the State of California. 

(h) The Secretary shall enter into a binding cost-share agree
ment with the State of California with respect to the timely 
reimbursement of costs allocated to the State in this title. Such 
agreement shall provide for consideration of the value of direct 
reimbursements, specific contributions to the Restoration Fund, 
and water, conveyance capacity, or other contributions in-kind that 
would supplement existing programs and that would, as determined 

Contracts. 
lot.er• 
governmental 
relatioll8. 
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by the Secretary materially contribute to attainment of the goals
and objectives of this title

SEC 3407 RESTORATION FUND
RESTORATION FUND ESmDUSIIED.There is hereby estab

lished in the Treasury of the United States the Central Valley
Project Restoration Fund hereafter Restoration Fund which
shall be available for deposit of donations from any source and
revenues provided under sections 3404cX3 34050 3406cXfl and
3407d of this title Amounts deposited shall be credited as offset

ting collections Not less than 67 percent of all funds made available

to the Restoration Fund under this title are authorized to be appro
priated to the Secretary to carry out the habitat restoration
improvement and acquisition from willing sellers provisions of

this title Not more than 33 percent of all funds made available

to the Restoration Fund under this title are authorized to be appro
priated to the Secretary to carry out the provisions of paragraphs
3406bX4-6 10418 and 20422 of this title Momes donated
to the Restoration Fund by non-Federal entities for specific purposes
shall be expended for those purposes only and shall not be subject
to appropriation

AumoIuz.kTI0N OF APPROPRIATIONS..Such sums as are nec
essary up to $50000000 per year October 1992 price levels
are authorized to be appropriated to the Secretary to be derived
from the Restoration Fund to carry out programs projects plans
and habitat restoration improvement and acquisition provisions
of this title Any hinds paid into the Restoration Fund by Central
Valley Project water and power contractors and which are also

used to pay for the projects and facilities set forth in section

3406b shall act as an offset against any water and power contrac
tor cost share obligations that are otherwise provided for in this

title

MITIGATION AND RESTORATION PAYMENTS BY WATSR AND
Powzir BENEFICIARIES

To the extent required in appropriation Acts the Sec
retary shall assess and collect additional annual mitigation
and restoration payments in addition to the charges provided
for or collected under sections 3404cXS 3405aX1XC 34051
and 3406cXl of this title consisting of charges to direct bene
ficiaries of the Central Valley Project under subsection Cd
of this section in order to recover portion or all of the costs

of fish wildlife and habitat restoration programs and projects
under this title

The payment described in this subsection shall be estab
lished at amounts that will result in collection during each
fiscal year of an amount that can be reasonably expected
to equal the amount appropriated each year subject to sub
section of this section and in combination with all other

receipts identified under this title to carry out the purposes
identified in subsection of this section Provided That if

the total amount appropriated under subsection of this

section for the fiscal years following enactment of this title

does not equal $50000000 per year October 1992 price levels
on an average annual basis the Secretary shall impose such

charges in fiscal year 1998 and in each fiscal year thereafter

subject to the limitations in subsection of this section as

may be required to yield in fiscal year 1998 and in each fiscal
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by the Secretary, materially contribute to attainment of the goals 
and objectives ot this title. 

SEC. 3407. RESTORATION FUND. 
(a) REsroRATION FuNo ESTABLISHED.-There is hereby estab

lished in the 'l'reaslJ!Y of the United States the "Central Valley 
Project Restoration Fund" (hereafter "Restoration Fund") which 
shall be available for deposit of donations from any source and 
revenues provided under sections 3404(cX3), 3405(0, 3406(cX1), and 
3407(d) of this title. Amounts deposited shall be credited as offset
ting collections. Not less than 67 percent of all funds made available 
to the Restoration Fund under this title are authorized to be appro
priated to the Secretary to carry out the habitat restoration, 
unprovement and ac3,~!ition (from willing sellers) provisions of 
this title. Not more 33 percent of all funds made available 
to the Restoration Fund under this title are authorized to be appro
priated to the Secretary to carry out the provisions of paragraphs 
3406(bX4)-{6), (10)-{18), and (20)-{22) of this title. Monies donated 
to the Restoration Fund by non-Federal entities for specific purposes 
shall be expended for those purposes only and sbatl not be subject 
to appropriation. 

(b) AUTHORIZATlO~ OF APPROPRIATJONS.-Such sums as are nec
essary, up to $50,000,000 per year (October 1992 price levels), 
are authorized to be appropriat:ed to the Secretary to be derived 
from the Restoration Fund to carry out programs, projects, :elans, 
and habitat restoration, improvement, and acquisition proV1sions 
of this title. Any funds paid into the Restoration Fund by Central 
Valley Project water and power contractors and which are also 
used to pay for the projects and facilities set forth· in section 
3406(b), shall act as an offset against any water and power contrac
tor cost share obligations that are otherwise provided for in this 
title. 

(c) MITIGATION AND REs'I'oRATION PAYMENTS BY WATER AND 
PoWER BENEFICIARIES.-

(!) To the rodent required in appropriation Acts, the Sec
retary shall aasess and collect additional annual mitigation 
and restoration payments, in addition to the charges provided 
for or collected under sections 3404(cX3), 3405(aXlXC), 3405(0, 
and 3406(c)(l) of this title, consisting of charges to direct bene
ficiaries of the Central Valley Project under subsection (d) 
of this section in order to recover a portion or all of the costs 
of fish, wildlife, and habitat restoration programs and projects 
under this title. 

(2) The payment described in this subsection shall be estab
lished at amounts that will result in collection, during each 
fiscal year, of an amount that can be reasonably expected 
to equal the amount appropriated each year, subject to sub
section (d) of this section, and in combination with all other 
receipts identified under this title, to carry out the purposes 
identified in subsection (b) of this section; Provided, That, if 
the total amount appropriated under subsection (b) of this 
section for the fiscal years following enactment of this title 
does not equal $50,000,000 per year (October 1992 price levels) 
on an average annual basis, the Secretary shall impose such 
charges in fiscal year 1998 and in each fiscal year thereafter, 
subject to the limitations in subsection (d) of this section, as 
may be required to yiel4 in fiBca1 year 1998 and in each fiscal 
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year thereafter total collections equal to $50000000 per year
October 1992 price levels on three-year rolling average
basis for each fiscal year that follows enactment of this title

ADJUSTMENT AND ASSESSMENT OF MITIGATION AND RESTORA
TION PAThENTS

In assessing the annual payments to carry out sub
section of this section the Secretary shall prior to each
fiscal year estimate the amount that could be collected in

each fiscal year pursuant to subparsgraphs 2A and of

this subsection The Secretary shall decrease all such payments
on proportionate basis from amounts contained in the esti
math so that an aggregate amount is collected pursuant to

the requirements of paragraph cX2 of this section
The Secretary shall assess and collect the following

mitigation and restoration payments to be covered to the Res
toration Fund subject to the requirements of paragraph
of this subsection

The Secretary shall require Central Valley Project

water and power contractors to make ouch additional

annual payments as are necessary to yield together with
all other receipts the amount required under paragraph
cX2 of this subsection Provided That such additional

payments shall not exceed $30000000 October 1992 price
levels on three-year rolling average basis Provided fur-

the- That such additional annual payments shall be allo
cated so as not to exceed $6 per acre-foot October 1992

price levels for agricultural water sold and delivered by
the Central Valley Project and $12 per acre-foot October
1992 price levels for municipal and industrial water sold

and delivered by the Central Valley Project Provided fur
ther That the charge imposed on agricultural water shall

be reduced if necessary to an amount within the probable
ability of the water users to pay as determined and adjusted
by the Secretary no less than every five years taking
into account the benefits resulting from implementation
of this title Provided further That the Secretary shall

impose an additional annual charge of $25 per acre-foot

October 1992 price levels for Central Valley Project water
sold or transferred to any State or local agency or other

entity which has not previously been Central Valley
Project customer and which contracts with the Secretary
or any other individual or district receiving Central Valley
Project water to purchase or otherwise transfer any such
water for its own use for municipal and industrial purposes
to be deposited in the Restoration Fund And Provided

further That upon the completion of the fish wildlife

and habitat mitigation and restoration actions mandated
under section 3406 of this title the Secretary shall reduce
the sums described in paragraph cX2 of this section to

$85000000 per year October 1992 price levels and shall

reduce the annual mitigation and restoration payment ceil

ing established under this subsection to $15000000 Octo
ber 1992 price levels on three-year rolling average basis
The amount of the mitigation and restoration payment
made by Central Valley Project water and power users
taking mto account all funds collected under this title

shall to the greatest degree practicable be assessed in
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year thereafter total collections equal to $50,000,000 per year 
(October 1992 price levels) on a three--year rolling average 
basis for each fiscal year that follows enactment of this title. 
(d) ADJuSTMENT AND AssESSMENT OF MITIGATION AND RESTORA· 

TION PAYMENTS.-
(1) In assessing the annual payments to carry out sub

section (c) of this section, the Secretary shall1 prior to each 
fiscal year, estimate the amount that could oe collected in 
each fiscal year pursuant to subparagraphs 2(A) and (B) of 
this subsectlon. The Secretary shall decrease all such payments 
on a proportionate basis from amounts contained in the esti
mate so that an aggregate amount is collected pursuant to 
the requirements of paragra_ph (cX2) of this section. 

(2) The Secretary shell assess and collect the following 
mitigation and restoration payments, to be covered to the Res
toration Fund, subje<:t to the requirements of paragraph (1) 
of this subsection: 

(A) The Secretary shall require Central Valley Project 
water and power contractors to make such additional 
annual payments as a.re necessary to yield, together with 
all other receipts, the amount required under paragraph 
(cX2) of this subsection; Prouukd, That such additional 
payments shall not exceed $30,000,000 (October 1992/rice 
levels) on a three--year rolling average basis; Provuk fur• 
ther, That such additional annual payment.a shall be allo
cated so as not to exceed $6 per acre-foot (October 1992 
price levels) for agricultural water sold and delivered by 
the Central Valley Project, and $12 per acre-foot (October 
1992 price levels) for mwtlcipal and industrial water sold 
and delivered by the Central Valley Project; Provukd fur• 
ther, That the charge imposed on agricultural water shall 
be reduced, if necessary, to an amount within the probable 
ability of the water users to pay as determined and adjusted 
by the Secretary no less than every five years, taking 
into account the benefits resulting from implementation 
of this title; Provided further, That the Secretary shall 
impose an additional annual charge of $25 per acre-foot 
(October 1992 price levels) for Central Valley Project water 
sold or transferred to any State or local agency or other 
entity which has not previously been a Central Valley 
Project customer and which contracts with the Secretary 
or· any other individual or district receiving Central Valley 
Project water to purchase or otherwise transfer any such 
water for its own use for municipal and industrial purposes, 
to be deposited in the Restoration Fund; And Prouukd 
further, That u~n the completion of the fish, wildlife, 
and habitat mitigation and restoration actions mandated 
under section 3406 of this title, the Secretary shall reduce 
the sums described in paragraph (cX2) of this section to 
$35,000,000 per year (October 1992 price levels) and shall 
reduce the annual mitigation and restoration payment ceil
ing established under this subsection to $15,000,000 (Octo
ber 1992 price levels) on a three-year rolling average basis. 
The amount of the mitigation and restoration payment 
made by Central Valley Project water and power users, 
taking mto account all funds collected under this title, 
shall, to the greatest degree practicable, be assessed in 
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the same proportion measured over ten-year rolling aver
age as water and power users respective allocations for

repayment of the Central Valley Project
FUNDING TO NON-FEDERAL ENTITIES.If the Secretary

determines that the State of California or an agency or subdivision

thereof an Indian tribe or nonprofit entity concerned with res
toration protection or enhancement of fish wildlife habitat or

environmental values is able to assist in implementing any action

authorized by this title in an efficient timely and cost effective

manner the Secretary is authorized to provide funding to such

entity on such terms and conditions as he deems necessary to

assist in implementing the identified action
RESTORATION Fwm FINANCML REIonTs.The Secretary

shall not later than the first fuji fiscal year after enactment of

this title and annually thereafter submit detailed report to

the Committee on Energy and Natural Resources and the Commit
tee on Appropriations of the Senate and the Committee on Interior

and Insular Affairs the Committee on Merchant Marine and Fish
arise and the Committee on Appropriations of the House of Rep
resentatives Such report shall describe all receipts to and uses
made of monies within the Restoration Fund and the Restoration
Account during the prior fiscal year and shall include the Secretarys
projection with respect to receipts to and uses to be made of the
finds during the next upcoming fiscal year

SEC 3408 ADDITIONAL AIJTUORITIES

REGULATIONS ANT AGREEMENTS Aumomzn.The Sec
retary is authorized and directed to promulgate such regulations
and enter into such agreements as may be necessary to implement
the intent purposes and provisions of this title

USE OF Eizcnuca ENEEoY.Electrical energy used to

operate and maintain facilities developed for fish and wildlife pur
poses pursuant to this title including that used for groundwater
development shall be deemed as Central Valley Project power
and shall if reimbursable be repaid in accordance with Reclamation
law at ffirice not higher than the lowest price paid by or charged
to other Central Valley Project contractors

CONTRACTS FOR ADDITIONAL STORAGE AN DELIVERY OF
WATER.The Secretary is authorized to enter into contracts pursu
ant to Reclamation law and this title with any Federal agency
California water user or water agency State agency or private

nonprofit organization for the exchange impoundment storage
carriage and delivery of Central Valley Project and non-project
water for domestic municipal industrial fish and wildlife and

any other beneficial purpose except that nothing in this subsection
shall be deemed to supersede the provisions of section 103 of Public

Law 99-646100 Stat 3051
USE PROJECT FAcILITIES FOR WATER BANKINO.The

Secretazy in consultation with the State of California is authorized
to enter mto agreements to allow project contracting entities to

use project facilities where such facilities are not otherwise commit
ted or required to fulfill project purposes or other Federal obliga
tions for supplying carry-over storage of irrigation and other water
for drought protection multiple-benefit credit-storage operations
and other purposes The use of such water shall be consistent

with and subject to State law All or portion of the water provided
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the same proportion, measured over a ten-year rolling aver
age, as water and power users' respective allocations for 
repayment of the Central Valley Project. 

(e) FuNDING TO NON-FEDERAL ENTITIES.-If the Secretary 
determines that the State of California or an agency or subdivision 
thereof, an Indian tribe, or a nonprofit entity concerned with res
toration, protection, or enhancement of fish, wildlife, habitat, or 
environmental values is able to assist in implementing any action 
authoriz.ed by this title in an efficient, timely, and cost e.ffective 
manner, the Secretary is authorized to provide funding to such 
entity on such terms and conditions as he deems necessary to 
assist in implementing the identified action. 

(0 REsT0RATJON F'uNn FINANCIAL REPORTS.-Tbe Secretary 
shall, not later than the first full fiscal year after enactment of 
this title, and annually thereafter, submit a detailed report to 
the Committee on Energy and Natural Resources and the Commit
tee on Appropriations of the Senate, and the Committee on Interior 
and Insular Affairs, the Committee on Merchant Marine and Fish
eries, and the Comnuttee on Appropriations of the House oi Rep
resentatives. Such report shall describe all receipts to and uses 
made of monies within the Restoration Fund and the Restoration 
Account during the prior fiscal year and shall include the Secretary's 
projection with respect to receipts to and uses to be made of the 
finds during the next upcoming fiscal year. 

SEC. S4-08.. ADDfflONALAUTHORITIES. 

(a) REGULATIONS AND AGREEMENTS AUTHORIZED.-The Sec
retary is authorized and directed to promulgate such regulations 
and enter into such agreements as may be necessary to implement 
the intent, purposes and provisions of this title. 

(b) USE OF ELECTRICAL ENERGY.-Electrical energy used to 
operate and maintain facilities developed for fish and wildlife pur
poses pursuant to this title, including that used for groundwater 
development, shall be deemed as Central Valley Project power 
and shall, if reimbursable, be repaid in accordance with Reclamation 
law at a price not higher than the lowest price paid by or charged 
to other Central Valley Project contractors. 

(c) CONTRACTS FOR ADDITIONAL STORAGE AND DELIVERY OF 
WATER.-The Secretary is authorized to enter into contracts pursu
ant to Reclamation law and this title with any Federal agency, 
California water user or water agency, State agency, or private 
nODJ?rofit organization for the exchange, impoundment, storage, 
carnage, and delivery of Central Valley Project and non-project 
water for domestic, municipal, industrial, fish and wildlife, and 
any other beneficial purpose, except that nothing in this subsection 
shall be deemed to supersede the provisions of section 103 of Public 
Law 99-646 (100 Stat. 3051). 

(d) USE OP PROJECT FACILlTIES FOR WATER BANKING.- Tbe 
Secretary, in consultation with the State of California, is authorized 
to enter into agreements to allow project contracting entities to 
UBe project facilitiea, where such facilities are not otherwise commit
ted or required to fulfill project purposes or other Federal obliga
tions, for supplying carry-over storage of irrigation and other water 
for drought protection, multiple-benefit credit-storage operations, 
and other purposes. The use of such water shall be consistent 
with and subject to State law. All or a portion of the water provided 
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for fish and wildlife under this title may be banked for fish and
wildlife purposes in accordance with this subsection

LIMITATION ON CONSTRUCTION.This title does not and
shall not be interpreted to authorize construction of water storage

facilities nor shall it limit the Secretarys ability to participate
in water banking or conjunctive use programs

AriNua REioins it CONGRESS.Not later than September
30 of each calendar year after the date of enactment of this title
the Secretary shall submit detailed report to the Committee
on Energy and Natural Resources of the Senate and the Committee
on Interior and Insular Affairs and the Committee on Merchant
Marine and Fisheries of the House of Representatives Such report
shall describe all significant actions taken by the Secretary JJUFSU
ant to this title and progress toward achievement of the mtent
purposes and provisions of this title Such report shall include

recommendations for authorizing legislation or other measures if

any needed to implement the intent purposes and provisions of

this title

RECLAMATION LAw.This title shall amend and supplement
the Act of June 17 1902 and Acts supplementary thereto and
amendatory thereot

LMm RETIREMENT
The Secretary is authorized to purchase from willing

sellers land and associated water rights and other property
interests identified in paragraph hX2 which receives Central
Valley Project water under contract executed with the United

States and to target such purchases to areas deemed most
beneficial to the overall purchase program including the pur
poses of this title

The Secretary is authorized to purchase under the

authority of paragraph hXi and pursuant to such rules and
regulations as may be adopted or promulgated to implement
the provisions of this subsection agricultural land which in

the opinion of the Secretary
would if permanently retired from irrigation

improve water conservation by district or improve the

quality of an irrigation districts agricultural wastewater
and assist the district in implementing the provisions of

water conservation plan approved under section 210 of

the Reclamation Reform Act of 1982 and agricultural
wastewater management activities developed pursuant to

recommendations specific to water conservation drainage
source reduction and land retirement contained in the
final report of the San Joaquin Valley Drainage Program
September 1990 or

are no longer suitable for sustained agricultural

production because of permanent damage resulting from
severe drainage or agricultural wastewater management
problems groundwater withdrawals or other causes

WATER CONSERVATION
The Secretary is authorized to undertake in cooperation

with Central Valley Project irrigation contractors water con
servation projects or measures needed to meet the requirements
of this title The Secretary shall execute cost-sharing agree
ment for any such project or measure undertaken Under such

agreement the Secretary is authorized to pay up to 100 percent
of the costs of such projects or measures Any water saved

Appx0024

PUBLIC LAW 102-575-OCT. 30, 1992 106 STAT. 4729 

for fish and wildlife under this title may be banked for fish and 
wildlife purposes in accordance with this subsection. 

(e) LIMITATION ON CONSTRUCTION.-This title does not and 
shall not be interpreted to authorize construction of water storage 
facilities , nor shall it limit the Secretary's ability to participate 
in water banking or coajunctive use programs. 

(0 ANNUAL REPORTS ro CONGRESS.-Not later than s:fi,~mber 
30 of each calendar year after the date of enactment of · title, 
the Secretary shall submit a detailed report to the Committee 
on Energy and Natural Resources of the Senate a:nd the Committee 
on Interior and Insular Affairs and the Committee on Merchant 
Marine and Fisheries of the House of Representatives. Such report 
shall describe all significant actions Ween by the Secretary pursu
ant to this title and progress toward achievement of the intent, 
purposes and provisions of this title. Such report shall include 
recommendations for authorizing legislation or other measures, if 
any, needed to implement the intent, purposes and provisions of 
this title. 

(g) RECLAMATION LAw.-This title shall amend and supplement 
the Act of June 17, 1902, and Acts supplementary thereto and 
amendatory thereof. 

(h) LAND RETIREMENT.-
(1) The Secretary is authorized to purchase from willing 

sellers land and associated water rights and other property 
interests identified in paragraph (hX2) which receives Central 
Valley Project water under a contract executed with the United 
States, and to target such purchases to areas deemed most 
beneficial to the overall purchase program, including the pur
poses of this title. 

(2) The Secretary is authorized to purchase, under the 
authority of paragraph (hXi), and pursuant to such rules and 
regulations as may be adopted or promulgated to implement 
the provisions of this subsection, agricultural land which, in 
the opinion of the Secretary-

(A) would, if permanently retired from irrigation, 
improve water conservation by a district, or improve the 
quality of an irrigation district's agricultural wastewater 
and assist the district in implementing the provisions of 
a water conservation plan approved under section 210 of 
the Reclamation Reform Act of 1982 and agricultural 
wastewater management activities developed pursuant to 
recommendations specific to water conservation, drainage 
source reduction, and land retirement contained in the 
final report of the San Joaquin Valley Drainage Program 
(September, 1990); or 

(B) are no longer suitable for sustained agricultural 
production because of ~rmanent damage resulting from 
severe drainage or agncultural wastewater management 
problems, groundwater withdrawals, or other causes. 

(i) WATER CONSERVATION.-
(!) The Secretary is authorized to undertake, in cooperation 

with Central Valley Project irrigation contractors, water con
servation projects or measures needed to meet the requirements 
of this title. The Secretary shall execute a cost-sharing agree
ment for any such project or measure undertaken. Under such 
agreement, the Secretary is authorized to pay up to 100 percent 
of the costs of such projects or measures. Any water saved 
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by such projects or measures shall be governed by the conditions

of subparagraph 3405aXl and of this title and shall

be made available to the Secretary in proportion to the Sec
retarys contribution to the total cost of such project or measure
Such water shall be used by the Secretary to meet the Sec
retarys obligations under this title including the requirements
of paragraph 3406bX3 Such projects or measures must be

implemented fully by September 30 1999
There are authorized to be appropriated through the

end of fiscal year 1998 such sums as may be necessary to

carry out the provisions of this subsection Funds appropriated
under this subsection shall be nonreimbursable Federal

expenditure
PaoJEa Yxan IricaaksE.In order to minimize adverse

effects if any upon existing Central Valley Project water contrac
tors resulting from the water dedicated to fish and wildlife under
this title and to assist the State of California in meeting its future

water needs the Secretary shall not later than three years after

the date of enactment of this title develop and submit to the

Congress least-cost plan to increase within fifteen years after

the date of enactment of this title the yield of the Central Valley
Project by the amount dedicated to fish and wildlife purposes under
this title The plan authorized by this subsection shall include
but shall not be limited to description of how the Secretary
intends to usc the following options

improvements in modification of or additions to the

facilities and operations of the project

conservation
transfers
conjunctive use
purchase of water
purchase and idling of agricultural land and
direct purchase of water rights

Such plan shall include recommendations on appropriate cost-shar

ing arrangements and shall be developed in manner consistent

with all applicable State and Federal law
Except as specifically provided in this title nothing in

this title is intended to alter the terms of any final judicial decree
confirming or determining water rights

SEC 3409 ENVIRONMENTAL REVIEW

Not later than three years after the date of enactment of

this title the Secretary shall prepare and complete programmatic
environmental impact statement pursuant to the National Environ
mental Policy Act analyzing the direct and indirect impacts and
benefits of implementing this title including all fish wildlife and
habitat restoration actions and the potential renewal of all existing

Central Valley Project water contracts Such statement shall con
sider impacts and benefits within the Sacramento San Joaquin
and Trinity River basins and the San Francisco Bay/Sacramento-
San Joaquin River Delta Estuary The cost of the environmental

impact statement described in this section shall be treated as

capital expense in accordance with Reclamation law

SEC 3410 AUTHORIZATION OF APPROPRIATIONS

There are authorized to be appropriated such sums as may
be necessary to carry out the provisions of this title Funds appro
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by such projects or measures shall be governed by the conditions 
of subparagraph 3405(aXl) (A) and (J} of this title, and shall 
be made available to the Secretary in proportion to the Sec• 
retary's contribution to the total cost of such project or measure. 
Such water shall be used by the Secretary to meet the Sec
retary's obligations wider this title, including the requirements 
of paragraph 3406(bX3). Such projects or measures must be 
implemented fully by September 30, 1999. 

(2) There are authorized to be appropriated through the 
end of fiscal year 1998 such sums as may be necessary to 
carry out the provisions of this subsection. Funds appropriated 
under this eubseetion shall be a non.reimbursable Federal 
expenditure. 
(j) PROJECT YIELD lNCREABE.-ln order to minimize adverse 

effects, if any, upon existing Central Valley Project water contrac
tors resulting from the water dedicated to fish and wildlife under 
this title, and to assist the State of California in meeting its future 
water needs, the Secretary shall, not later than three years after 
the date of enactment of this title, develop and submit to the 
Congress, a least-cost. plan to increase, within fi!l;een years after 
the date of enactment of this title, the yield of the Central Valley 
Project by the amount dedicated to fish and wildlife purposes under 
this title. The plan authorized by this subsection shall include, 
but shall not be lirruted to a description of how the Secretary 
intends to use the following options: 

(1) improvements in, modification of, or additions to the 
facilitie.s and operations of the project; 

(2) conservation; 
(3) transfer11; 
(4) conjunctive use; 
(5) purchase of water; 
(6) purchase and idling of agricultural land; and 
(7) direct purchase of water rights. 

Such plan shall include recommendations on appropriate cost-shar
ing arrangements and shall be developed in a manner consistent 
with all a_pplicable State and Federal law. 

(k) Except as specifically provided in this title, nothing in 
this title is intended to alter the terms of any final judicial decree 
confirming or detennining water rights. 
SEC. 3409. ENVIRONMENTAL REVIEW. 

Not later than iliree years after the date of enactment of 
this title, the Secretary shall prepare and complete a programmatic 
environmental impact statement pursuant to the National Environ• 
mental Policy Act analyzinJ the direct and indirect impacts and 
benefits of implementing this title. including all fish, wildlife, and 
habitat restoration actions and the potential renewal of all existing 
Central Valley Project water contracts. Such statement shall con• 
sider impacts and benefits within the Sacramento, San Joaquin, 
and Trinity River basins, and the San Francisco Bay/Sacramento
San Joaquin River Delta Estuary. The cost of the environmental 
impact stntemcnt described in this section shall be treated as a 
capital expense in accordance with Reclamation law. 
SEC. MIO. AUTHORIZATION OF APPROPRIATIONS. 

There are authorized to be appropriated such sums as may 
be necessary to carry out the proV181ons of this title. Funds appro-
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priated under this title shall remain available until expended with
out fiscal year limitation

SEC 3411 COMPLIANCE WITh STATE WATER LAW AND COORDINATED
OPERATIONS AGREEMENT

Nothwithstanding any other provision of this title the Sec
retary shall prior to the reallocation of water from any purpose
of use or place of use specified within applicable Central Valley
Project water rights permits and licenses to purpose of use or

place of use not specified within said permits or licenses obtain

modification in those permits and licenses in manner consistent

with the provisions of applicable State law to allow sucth change
in purpose of use or place of use

The Secretary in the implementation of the provisions
of this title shall filly comply with the United States obligations
as set forth in the Agreement Between the United States of Amer
ica and the Department of Water Resources of the State of Califor
nia for Coordinated Operation of the Central Valley Project and
the State Water Project dated May 20 1985 and the provisions
of Public Law 99546 and shall take no action which shifts an
obligation that otherwise should be borne by the Central Valley
Project to any other lawful water rights permittee or licensee

SEC 3412 EXTENSION OF TIlE TEBAMA-COLUSA CANAL SERVICE
AREL

The first paragraph of section of the Act of September 26
1950 64 Stat 1036 as amended by the Act of August 19 1967

81 Stat 167 and the Act of December 22 1980 94 Stat 3339
authorizing the Sacramento Valley Irrigation Canals Central Valley
Project California is further amended by striking Tehama Glenn
and Colusa Counties and those portions of Yolo County within
the boundaries of the Colusa County Dunnigan and Yolo-Zamora
water districts or and inserting Tehama Glenn Colusa Solano
and Napa Counties those portions of Yolo County within the bound
aries of Colusa County Water District Dunnigan Water District
Yolo-Zamora Water District and Yolo County Flood Control and
Water Conservation District or

TITLE XXXVTiREE AFFILIATED TRiBES AND STAND- Three Affiliated

ING ROCK SIOUX TRIBE EQUITABLE COMPENSATION Tribes and

PROGRAM NORTH DAKOTA
Equitable

SEC 3501 SHORT TITLE Compensation

This title may be cited as the Three Affiliated Tribes and
Act

Standing Rock Sioux Tribe Equitable Compensation Act

SEC 3502 DEFINITIONS

As used in this title the term
Secretary means the Secretary of the Interior
Three Affiliated Tribes means the Mandan Hidatsa

and Ankara Tribes that reside on the Fort Berthold Indian
Reservation Federal reservation established by treaty and
agreement between the Tribes and the United States

Standing Rock Sioux Tribe means the members of
the Great Sioux Nation that reside on the Standing Rock Indian
Reservation established by treaty between the Tribe and the

United States and
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PUBLIC LAW 102-575-OCT. 30, 1992 106 STAT. 4731 

priated under this title shall remain available until expended with
out fiscal year limitation. 

SEC. 3411. COMPLIANCE WITH STATE WATER LAW AND COORDINATED 

OPERATIONS AGREEMENT. 

(a) Nothwithstanding any other provision of this title, the Sec
retary shall, prior to the reallocation of water from any purpose 
of use or place of use specified within applicable Central Valley 
Project water rights ~rmits and licenses to a puryose of use or 
place of use not specified within said permits or licenses, obtain 
a modification in those permits and licenses, in a manner consistent 
with the provisions of applicable St.ate law, to allow such change 
in purpose of use or place of use. 

(b) The Secretary, in the implementation of the provisions 
of this title, shall fully comply with the United States' obligations 
as set forth in the "Agreement Between the United States of Amer
ica and the Department of Water Resources of the State of Califor
nia for Coordinated Operation of the Central Valley Project and 
the State Water Project" dated May 20, 1985, and the provisions 
of Public Law 99-546; and shall take no action which shifts an 
obligation that otherwise should be borne by the Central Valley 
Project to any other lawful water rights permittee or licensee. 

SEC. 3412. EXTENSION OF THE TEHAMA-COLUSA CANAL SERVICE 

AREA. 

The first paragraph of section 2 of the Act of September 26, 
1950 (64 Stat. 1036), as amended by the Act of August 19, 1967 
(81 Stat. 167), and the Act of December 22, 1980 (94 Stat. 3339), 
authorizing the Sacramento Valley Irrigation Canals, Central Valley 
Project, California, is further amended by striking "Tehama, Glenn, 
and Colusa Countie.e, and those portions of Yolo County within 
the boundaries of the Colusa County, Dunnigan, and Yolo-Zamora 
water districts or" and inserting '-rehama, Glenn, Colusa, Solano, 
and Napa Counties, those portions of Yolo County within the bound
aries of Colusa County Water District, Dunnigan Water District1 
Yolo-Zamora Water District, and Yolo County Flood Control ana 
Water Conservation District, or". 

TITLE XXXV-THREE AFFILIATED TRIBES AND STAND
ING ROCK SIOUX TRIBE EQUITABLE COMPENSATION 
PROGRAM. NORTH DAKOTA 

SEC. S501. SHORT TI11.E. 

This title may be cited as the "Three Affiliated Tribes and 
Standing Rock Sioux Tribe Equitable Compensation Act". 

SEC. 3602. DEFINITJONS. 

AB used in this title, the tenn-
(1) "Secretary" means the Secretary of the Interior; 
(2) "Three Affiliated Tribes" means the Mandan, Hidatsa, 

and Arikara Tribes that reside on the Fort Berthold Indian 
Reservation, a Federal reservation established by treaty and 
agreement between the Tribes and the United States; 

(3) "Standing Rocle Sioux Tribe" means the members of 
the Great Sioux Nation that reside on the Standing Rock Indian 
Reservation, established by treaty between the Tribe and the 
United States; and 

Three Affiliated 
Tribes ond 
Stnnding Rock 
Sioux Tribe 
Equitable 
Compensation 
AcL 
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Non-Fed 
Contributions Total Receipts

Fiscal Year Receipts

10-Year 
Rolling 

Average Receipts

10-Year 
Rolling 

Average Receipts

10-Year 
Rolling 

Average Receipts

1993 8,488,521 282,532 0 0 8,771,053
1994 12,445,670 3,062,475 5,472,398 0 20,980,543
1995 19,653,199 3,326,054 10,582,808 0 33,562,061
1996 33,963,427 4,532,763 8,328,838 0 46,825,028
1997 28,285,292 6,441,240 1,945,430 0 36,671,962
1998 16,735,441 3,050,510 4,845,695 0 24,631,645
1999 31,450,074 6,339,033 10,911,746 0 48,700,853
2000 28,518,202 6,487,597 11,989,179 0 46,994,978
2001 22,658,904 5,560,639 6,891,001 1,000,000 36,110,545
2002 24,668,330 63.906% 6,525,177 12.847% 20,556,612 22.965% 0 51,750,118
2003 27,019,792 62.269% 5,034,994 12.779% 15,809,615 24.698% 0 47,864,401
2004 27,196,590 63.236% 6,903,465 13.175% 4,181,758 23.346% 0 38,281,814
2005 32,737,905 62.754% 5,873,948 13.034% 18,963,247 23.983% 0 57,575,099
2006 33,853,402 61.590% 7,529,892 13.473% 13,488,271 24.711% 0 54,871,565
2007 28,062,780 61.070% 6,652,464 13.417% 5,366,834 25.288% 0 40,082,078
2008 17,478,762 57.590% 8,436,749 13.752% 27,011,088 28.447% 0 52,926,599
2009 18,692,314 53.694% 6,188,421 13.418% 34,536,089 32.682% 0 59,416,823
2010 31,260,772 54.150% 6,026,431 13.296% 10,681,594 32.348% 0 47,968,797
2011 30,438,715 53.224% 7,797,695 13.133% 20,960,452 33.643% 0 59,196,862
2012 26,821,459 52.843% 11,816,747 13.958% 20,862,633 33.198% 0 59,500,839
2013 17,859,043 51.490% 8,413,096 14.730% 17,404,274 33.779% 0 43,676,413
2014 6,420,484 46.717% 5,534,067 14.242% 34,320,653 39.041% 0 46,275,204
2015 4,172,943 42.004% 3,528,415 14.047% 40,389,697 43.949% 0 48,091,055
2016 12,688,521 37.454% 6,907,972 13.773% 40,954,898 48.772% 0 60,551,392

TOTAL 541,570,543 142,252,374 386,454,810 1,000,000.00 1,071,277,727

Capital Costs:
FY 1993 - 2002 14,486,575,554 60.031% 4,610,396,615 19.105% 5,034,866,339 20.864% 24,131,838,508
FY 1994 - 2003 14,632,880,488 60.126% 4,552,428,315 18.706% 5,151,536,987 21.168% 24,336,845,790
FY 1995 - 2004 14,746,727,751 60.275% 4,473,508,093 18.285% 5,245,527,205 21.440% 24,465,763,049
FY 1996 - 2005 14,849,152,166 60.419% 4,389,655,764 17.861% 5,338,023,815 21.720% 24,576,831,745
FY 1997 - 2006 14,951,521,682 60.624% 4,304,226,069 17.452% 5,407,051,351 21.924% 24,662,799,102
FY 1998 - 2007 15,030,984,263 60.843% 4,216,611,404 17.068% 5,457,134,543 22.089% 24,704,730,210
FY 1999 - 2008 15,092,295,014 60.797% 4,174,222,599 16.815% 5,557,613,187 22.388% 24,824,130,800
FY 2000 - 2009 15,134,750,359 60.715% 4,138,874,526 16.604% 5,653,754,512 22.681% 24,927,379,397
FY 2001 - 2010 15,141,844,018 60.596% 4,084,990,814 16.348% 5,761,288,940 23.056% 24,988,123,772
FY 2002 - 2011 15,158,866,330 60.277% 4,039,444,885 16.062% 5,950,484,470 23.661% 25,148,795,685
FY 2003 - 2012 15,189,349,951 60.043% 3,974,837,099 15.712% 6,133,123,655 24.244% 25,297,310,705
FY 2004 - 2013 15,325,460,684 59.676% 3,988,167,708 15.530% 6,367,409,119 24.794% 25,681,037,511
FY 2005 - 2014 15,476,328,114 59.306% 3,990,600,848 15.292% 6,628,834,262 25.402% 26,095,763,224
FY 2006 - 2015 15,632,829,707 58.951% 3,989,156,865 15.043% 6,896,223,528 26.006% 26,518,210,100

Irrigation M&I Water Commercial Power

10-Year Rolling Average of CVP Restoration Fund (ALL YEARS)
Receipts for Irrigation, M&I, and Commercial Power

Central Valley Project

Irrigation M&I Water Commercial Power

DEF-PROD-00188930Appx0027
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 

NORTHERN. CALIFORNIA POWER 
AGENCY, et al., 

Plaintiffs, 

v. 

THE UNITED STATES, 

Defendant. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

No. 14-817C 
(Judge Tapp) 

DEFENDANT'S RESPONSES TO 
PLAINTIFF'S FOURTH SET OF INTERROGATORIES 

Pursuant to Rule 33 of the Rules of the United States Court of Federal Claims (RCFC), 

defendant, the United States, serves its responses to the fourth set of interrogatories served by 

plaintiffs. 

FOURTH SET OF INTERROGATORIES 

INTERROGATORY NO. 25 

Please provide, in dollars and percentage terms, the "respecti ve allocations for repayment of 

the [CVP]" for ten-year periods FY2007-2016, 2008-2017, 2009-2018, 2010-2019, and 2011-2020, 

using the same process, cost allocation study, and assumptions that were used to derive the dollar 

amounts and percentages in Joint Exhibit 2 for earlier years. 

RESPONSE: Our response to Interrogatory No. 25 is contained in the table below. 

Capital Costs Irrigation M&I Water Commercial Power TOTAL 

FY 2007-2016 15,803,072,469 58.64% 3,985,210,863 14.79% 7,163,146,569 26.58% 26,951,429,902 

FY 2008-2017 15,978,145,127 58.33% 3,982,679,794 14.54% 7,432,720,078 27.13% 27,393,544,999 
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FY 2009-2018 16,179,529,307 58.01% 3,987,841,532 14.30% 7,724,209,548 27.69% 27,891,580,388 
FY 2010-2019 16,316,144,947 57.59% 4,016,099,306 14.17% 8,000,120,310 28.24% 28,332,364,562 --- -

The annual allocation for 2020 has not been completed, therefore, the "respective allocations for 

repayment of the [CVP]" for 2011 - 2020 cannot be provided. 

AS TO RESPONSES: 

SPENCER D1g1tally 51gned by 
SPENCER WALDEN 

WALDEN Date. 2021.05.18 
14:07.23 •07 '00 ' 

Spencer Walden 

Dated: May 18, 2021 

2 
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May 18, 2021 

3 

BRIAN M. BOYNTON 
Acting Assistant Attorney General 

MARTIN F. HOCKEY, JR. 
Acting Director 

/s/ Franklin White, Jr. 
FRANKLIN E. WHITE, JR. 
Assistant Director 

P. DA VIS OLIVER 
Senior Trial Counsel 
Commercial Litigation Branch 
Civil Division 
Department of Justice 

Attn: Classification Unit 
P.O. Box 580, Ben Franklin Station 
Washington, D.C. 20044 
Tele: (202) 353-0516 
Facsimile: (202) 514-8624 

Attorneys for Defendant 
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121

Trial
Northern California Power Agency v. USA 1/16/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

1          When we left off before lunch, we were

2 looking at some of the work papers with one of your

3 suspense account transfers so we'll go ahead and

4 pull that up again.

5          THE COURT:  Before we get to that there's

6 one housekeeping matter I wanted to attend to.

7 Sorry to interrupt.  We kind of blew past the

8 question of what exhibits are admitted into

9 evidence, and I wanted to get that on the record,

10 and hopefully we can do it without too much

11 difficulty.

12          I'm assuming all of the joint exhibits are

13 admitted into evidence; is that right?

14          MR. RALSTON:  Yes, Your Honor.

15          THE COURT:  So that's Joint Exhibits 1

16 through 49.  Or are there more than 49?

17          MR. MURRAY:  I believe it's just 49, Your

18 Honor.

19          THE COURT:  Okay.  And then can somebody

20 easily describe what else is in evidence?  It would

21 be basically all other exhibits to which there is no

22 objection.  Is there an easy way to identify what

23 those are?

24          MR. MURRAY:  Your Honor, my understanding,

25 and I'll certainly let Mr. Oliver correct me if I'm

Case 1:14-cv-00817-TCW   Document 89   Filed 02/15/18   Page 121 of 246
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Trial
Northern California Power Agency v. USA 1/17/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

1      A   I believe they do assess it when they're

2 late.  I don't know exactly when they assess it,

3 but --

4      Q   You send out a letter every year notifying

5 water contractors of what the inflated CVPIA charges

6 are for the upcoming fiscal year, correct?

7      A   Correct.

8          MS. BAE:  Objection.  Outside the scope of

9 my examination.

10          MR. MURRAY:  Your Honor, I'm addressing a

11 late fee issue.

12          THE COURT:  Go ahead.

13 BY MR. MURRAY:

14      Q   That letter tells water contractors that if

15 they are late on these payments, they will be

16 assessed late fees in accordance with the debt

17 collection act, correct?

18      A   Correct.

19      Q   And to your knowledge, those late fees have

20 not been assessed against water contractors for late

21 restoration fund payments, have they?

22      A   I'm not aware of any.

23      Q   If we can pull up -- let's go to Joint

24 Exhibit 2.  I believe this is the same exhibit you

25 were looking at earlier as a defense exhibit, but

Case 1:14-cv-00817-TCW   Document 90   Filed 02/15/18   Page 76 of 253
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Trial
Northern California Power Agency v. USA 1/17/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

1 does this -- this is the ten-year rolling average

2 assessment of collections and repayment allocation,

3 correct?

4      A   Yes.

5      Q   And so at the bottom of the page, what you

6 weren't looking at this morning was the repayment

7 allocations for power versus the water functions,

8 correct?

9      A   Yes.

10      Q   And that's done on a ten-year rolling

11 average?

12      A   Yes.

13      Q   And that's what the restoration fund says

14 in terms of how the repayment allocation should be

15 measured for proportionality if they're on the

16 ten-year rolling average basis?

17      A   Yes.

18      Q   And you were asked actually to get up and

19 do some calculations for a couple of individual

20 years.

21          For fiscal year 2008 to 2016, do you see

22 any year in which the ten-year rolling average was

23 less of the collections for power than their

24 repayment allocation?

25          MS. BAE:  Objection.  Confusing.  Vague and

Case 1:14-cv-00817-TCW   Document 90   Filed 02/15/18   Page 77 of 253
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Trial
Northern California Power Agency v. USA 1/18/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

1      Q   Well, the data, however -- I'm just using

2 the actual percentage, it says:  Percentage of

3 restoration funds collected from power.  And the

4 actual percentage at the bottom in blue is

5 apparently presented on an annual basis.  It's not

6 averaged, is it?

7      A   Does not appear to be.

8      Q   Now, the statute requires that the

9 comparison between M&R payments and the repayment

10 allocation be done on a ten-year average basis,

11 right?

12      A   That is correct.

13      Q   Do you have JX 2 in front of you?

14      A   Yes, I do.

15      Q   And that Joint Exhibit shows the respective

16 ten-year rolling averages were mitigation and

17 restoration payments up in the top set of data,

18 correct?  The ten-year rolling average column,

19 right?

20      A   Yes, it does.

21      Q   And at the bottom right beneath there it

22 shows for commercial power its ten-year rolling

23 average with respect to repayment allocation, right?

24      A   Yes, it does.

25      Q   So if one were doing the appropriate

Case 1:14-cv-00817-TCW   Document 91   Filed 02/15/18   Page 164 of 237
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Trial
Northern California Power Agency v. USA 1/18/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

1 comparison between the M&R payments and repayment

2 allocation, it's using the ten-year rolling average,

3 right?

4      A   The requirement is for ten-year rolling

5 average.

6      Q   In both cases?

7      A   Yes.

8      Q   Yet the chart here, DDX 1, does not use

9 ten-year rolling average, does it?

10      A   It may be using a ten-year rolling average

11 for the proportional average percentage.

12      Q   All right.  But not for the actual

13 percentage of restoration funds?

14      A   Does not appear to be.

15      Q   And Reclamation doesn't even really employ

16 the ten-year rolling averages, does it?

17      A   What do you mean by that?

18      Q   It doesn't employ them because you don't do

19 the proportionality analysis?  You don't do, as you

20 testified earlier, the target allocation

21 calculation?

22      A   There has not been a need to do the target

23 allocation.

24      Q   Let us turn to Joint Exhibit 3 at page 9

25 which is the statute, and that should be section

Case 1:14-cv-00817-TCW   Document 91   Filed 02/15/18   Page 165 of 237
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 

NORTHERN CALIFORNIA POWER 
AGENCY, et al.,  
                                Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  

THE UNITED STATES,  
 
                                  Defendant. 

 

  

DECLARATION OF WILEY R. WRIGHT III 

1. My name is Wiley R. Wright, III. I am a certified public accountant (CPA) licensed by 

the Commonwealth of Virginia. I have given expert accounting and damages testimony 

on over 150 occasions. I have been qualified as an expert and have testified before 

numerous federal and state courts, federal and state boards of contract appeals, and 

domestic and international arbitration panels. 

2. I have personal knowledge of the facts set forth in this Declaration. I am competent to 

testify about these facts, and would do so if called. 

3. I have been retained by the plaintiffs in this case—Northern California Power Agency 

(NCPA) and the Cities of Redding, Roseville, and Santa Clara, California—to provide 

my opinions about the methods and data to use to compute damages in this case. I also 

have been asked to perform and present the necessary damage calculations. 

4. I provided two principal expert reports and two supplemental expert reports in this 

matter. A copy of the Expert Report of Wiley R. Wright, III CPA, dated August 12, 

Appx0036
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2021, appears at Exhibit A to this declaration and sets forth the bases for, and my 

calculation of Plaintiffs’ damages. A copy of the Rebuttal Expert Report of Wiley R. 

Wright, III CPA, dated September 13, 2021, appears at Exhibit B. A copy of the 

Supplemental Expert Report of Wiley R. Wright, III CPA, dated September 10, 2021, 

appears at Exhibit C. A copy of the Second Supplemental Expert Report of Wiley R. 

Wright, III CPA, dated November 15, 2021, appears at Exhibit D. Neither of my 

supplemental reports alter my calculation of Plaintiffs’ damages as set forth in my 

initial expert report (Exh. A). A copy of my most current resume, setting forth further 

details including my prior testimony and publications appears at Exhibit E to this 

Declaration. 

5. I have reviewed the reports appearing at Exhibits A, B, C, and D, and subject to the 

corrections set forth in my supplemental reports, I stand by those reports. If called to 

testify under oath about my reports and the matters discussed, I would do so and would 

stand by the truth and accuracy of the contents of those reports. I reserve the right to 

supplement the opinions set forth in my reports to the extent necessary to respond to 

any new material matter, not already provided in discovery. 

6. Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing 

statements in this Declaration, as well as the statements and calculations in, and 

attachments to my reports (as corrected by my supplemental reports) are true and 

correct.  

Executed on: December 16, 2016 

 

______________________     
Wiley W. Wright, III      
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 NORTHERN CALIFORNIA POWER AGENCY, ET AL. 
v. 

THE UNITED STATES 
 

1 
 

I. INTRODUCTION AND SCOPE OF WORK 

1. My name is Wiley R. Wright, III. I have been retained by the plaintiffs in this case—

Northern California Power Agency (NCPA) and the Cities of Redding, Roseville, and Santa 

Clara, California—to provide my opinions about the methods and data to use to compute 

damages in this case. I also have been asked to perform and present the necessary damage 

calculations.  

2. For my analysis and testimony, I will be compensated at my usual hourly rate of $350. 

3. The Cities of Redding, Roseville, and Santa Clara are members of NCPA, and in this report I 

sometimes refer to the plaintiffs collectively as NCPA. 

4. As discussed below, this is an overcharge case. In 2014, the plaintiffs filed a complaint1 

alleging that the United States imposed charges on them—called “mitigation and restoration” 

(M&R) payments—that exceeded the amounts authorized by the Central Valley Project 

Improvement Act (CVPIA). The trial court dismissed the complaint,2 but the court of appeals 

reversed that judgment3 and agreed with the plaintiffs that the CVPIA imposes a binding 

proportionality limitation on the charges for which plaintiffs properly could be held 

responsible. Under the CVPIA, M&R payments (and sometimes other payments) are 

assessed against entities that contract for water sold and delivered by the Central Valley 

Project (CVP or Project) and customers (of whom plaintiffs are a subset) that contract for 

hydroelectric generation capacity and energy. The CVPIA requires that the M&R payments 

imposed on CVP water and power customers should be assessed, to the greatest degree 

practicable, in the same proportion measured over a ten-year rolling average as water and 

power customers’ respective allocations of responsibility to repay CVP costs. The United 

States, however, did not abide by that limitation and instead imposed disproportionate 

charges upon the plaintiffs and other power contractors. NCPA has asked me to quantify the 

proportionate amounts that the United States should have charged during the relevant period 

and the disproportionate excess that it actually charged, which the Government should pay as 

damages. 

 
1 Compl., N. Cal. Power Agency v. United States, 139 Fed. Cl. 74 (2018) (No. 14-817C). 
2 N. Cal. Power Agency v. United States, 139 Fed. Cl. 74 (Ct. Fed. Cl. 2018). 
3 N. Cal. Power Agency v. United States, 942 F.3d 1091 (Fed. Cir. 2019). 
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5. As part of my analysis of NCPA’s damages in this matter, I have reviewed the defendant 

United States’ preliminary damage calculations, which are contained in its fact discovery 

materials. However, the defendant has explained that it will present the details of its 

calculations and assumptions in its expert report and expert discovery. This report does not 

address the Government’s preliminary damages calculation except to point out that it appears 

to be based on inappropriate after-the-fact adjustments to the cost allocations that were in 

effect when the charges at issue were imposed. I anticipate addressing in my rebuttal report 

the particulars of the adjustments and calculations presented in the Government’s expert 

report.   

II. EXPERT QUALIFICATIONS AND PREVIOUS TESTIMONY 

6. I am the National Practice Leader of BDO’s Construction and Environmental Solutions 

Practice and a certified public accountant (CPA) licensed by the Commonwealth of Virginia. 

I have provided analysis and consultation on a wide variety of damage issues relating to 

litigation matters during my forty-plus-year career in public accounting and consulting. A 

copy of my resume, setting forth further details including my prior testimony and 

publications, is included as Attachment I to this report. 

7. I have given expert accounting and damages testimony on over 150 occasions, both in 

depositions and in trial proceedings, in the areas of damage methodologies and calculations 

in connection with construction contract disputes, cost recovery actions, federal and state 

government contract disputes, cost accounting matters, economic damages and forensic 

investigations.  I have been qualified as an expert and have testified before numerous federal 

and state courts, federal and state boards of contract appeals, and domestic and international 

arbitration panels. 

8. In addition to litigation and expert witness services, I have over 40 years of experience 

consulting on construction and government contract matters. With respect to construction 

projects, I have significant experience with: Airports, Oil and Gas Facilities and Pipelines, 

Bridges and Tunnels, Industrial Facilities, Nuclear, Gas and Coal Fired Power Plants, 

Military and Commercial Launch Facilities, Waste Water Treatment Facilities, Jails and 

Prisons, Stadiums, Aqueducts, Subway and Transit, and Highways and Roads. 
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9. With respect to government contract matters, I have over 40 years of experience with Federal 

Acquisition Regulation compliance, Requests for Equitable Adjustment, Certified Claims, 

Termination for Convenience claims, false claim and fraud investigations, and other 

economic damage matters. 

10. With respect to the Bureau of Reclamation, I have experience analyzing the Bureau’s 

accounting systems, allocation methodologies and cost records.  

11. I co-authored a chapter entitled “Damages in Construction Arbitrations” included in the 2016 

book The Guide to Damages in International Arbitration published by Law Business 

Research Ltd, London. I also co-authored a chapter entitled “Types of Financial Reports and 

Opinions Issued by CPAs and Applicable Professional Standards” included in the 2010 book 

Construction Accounting – A Guide for Attorneys and Other Professionals published by the 

American Bar Association Forum on the Construction Industry. I also co-authored an article 

published in the Maryland Association of Certified Public Accountants CPA Statement 

entitled, “Professional Standards Applicable to Litigation Support.” I have taught courses and 

given presentations on financial and economic damages before a variety of professional 

groups, including the Colorado Society of Certified Public Accountants, the American Bar 

Association, and the Virginia Bar Association. I am a graduate of George Mason University. 

12. I am responsible for the services performed and the opinions given herein and have 

personally rendered or reviewed the analysis performed by the members of our staff with 

respect to them. Use of the words “I”, “my”, “we”, and “our” throughout this report means 

myself and the BDO professionals working under my direction and supervision. 

13. All work performed by BDO was completed in accordance with the American Institute of 

Certified Public Accountants (AICPA) Statement on Standards for Forensic Services.4  These 

standards require, in part, that the practitioner obtain sufficient relevant data to afford a 

reasonable basis for conclusions or recommendations in relation to any professional services 

provided. I have done so for the work performed and opinions expressed herein.  

14. The documents, data and information that I considered in performing my analysis are the 

types of documents, data and information that experts in my field typically consider and rely 

upon in performing similar damages engagements.    

 
4 Statement on Standards for Forensic Services (SSFS) No. 1 (FS sec. 100). 
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III.  FACTUAL BACKGROUND 

A. THE CENTRAL VALLEY PROJECT 

15. The CVP is a single, financially and operationally integrated multipurpose water resources 

project operated by the United States Bureau of Reclamation (Bureau or Reclamation) that 

supplies water to more than 200 long-term water contractors in the Central Valley, the San 

Francisco Bay Area, and the Santa Clara Valley. The Project’s facilities and service areas 

cover a large geographic area including 35 of California’s 58 counties. 

16. The CVP has eight authorized purposes: water supply, power, flood control, water quality, 

recreation, navigation, fish and wildlife enhancement, and fish and wildlife mitigation. 

17. The water supply function involves storing and delivering water to be used for agricultural 

irrigation (Irrigation) or municipal and industrial (M&I) purposes. 

18. The power function involves generating and transmitting electric energy that is either used 

for project purposes (e.g., water pumping) or sold to electric power purchasers (commercial 

power). In this report, when I refer to the power function, power users, or power contractors, 

I mean commercial power. The plaintiffs are power contractors. During the damages period 

at issue here, the plaintiffs purchased and paid for roughly 40 to 42 percent of all CVP power 

sold to CVP power contractors. 

19. Project facilities include dams and reservoirs, water pumping plants, and canals, aqueducts, 

and other facilities used to deliver water. They also include hydroelectric power plants and 

transmission lines used to produce and deliver the CVP generating capacity and electric 

energy sold to CVP power contractors. 

20. The United States incurred the costs to construct the CVP facilities. Water and power 

contractors reimburse the United States Treasury for a portion of those costs.  

21. The Bureau operates the CVP and contracts directly with Irrigation and M&I water users. 

There are two types of contracts: water service contracts and repayment contracts. 

Repayment contracts require contractors to repay specific cost amounts over fixed time 

periods, without regard to how much water is available or delivered. Water service contracts 

require the contractors to pay rates based on the amount of water delivered. Rates under both 

types of contracts are also calculated to ensure adequate contributions to the repayment of 

Appx0043

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 46 of 597



 NORTHERN CALIFORNIA POWER AGENCY, ET AL. 
v. 

THE UNITED STATES 
 

5 
 

project costs. Regardless of the form of contract for repayment of CVP costs, water 

customers pay M&R charges based on the amounts of water delivered. 

22. Commercial power users contract with the Western Area Power Administration (Western or 

WAPA), which acts as billing agent for the Bureau. The Bureau annually determines the total 

amount of money that must be collected from power users each year to cover their share of 

Project operation and maintenance (O&M) expenses, repayment of Project capital costs by 

the end of the repayment period, and the M&R payments at issue in this case. The Bureau 

informs Western of the revenue requirement for each year, and Western collects the money 

from each power contractor in proportion to the contractor’s fixed percentage share of CVP 

electric output as established in Western’s contracts with the power customers.5 Power 

contractors are required to pay the M&R payment amounts regardless of how much 

electricity actually is delivered. 

23. The United States has performed cost allocation studies at intervals over the years to 

determine how to allocate Project costs among the authorized purposes and, if needed, how 

to sub-allocate costs among users within a purpose (e.g., dividing water supply costs among 

Irrigation and M&I water users). One particular study is relevant to calculating damages in 

this case. That is the “Central Valley Project California Reallocation of CVP Costs, FY 1969-

70”6 as updated by a Bureau of Reclamation Memo entitled “Changes Caused by the 

Reallocation of the Central Valley Project Costs” (March 8, 1976).7 That study was the one 

in effect during the damage period relevant here, which Counsel informs me runs from fiscal 

year (FY) 2008 through FY 2020. In 2001, the Bureau prepared another study entitled the 

“Central Valley Project Cost Allocation Study” (May 2001).8 That study was never finalized, 

as Reclamation determined at that time that the “[then-]existing allocation is the preferred 

allocation method and will continue to use it for CVP plant-in-service allocations.”9 

 
5 The Western contracts refer to this fixed percentage share of CVP output as the contractor’s “Base Resource 
Percentage.” 
6 Defendant produced a copy of this study in discovery with Bates Nos. GOV0000125 through GOV0000446. 
7 Defendant produced a copy of this study in discovery with Bates Nos. GOV0000105 through GOV0000124. 
8 Defendant produced a copy of this study in discovery with Bates Nos. GOV0000605 through GOV0000731. 
9 Memorandum from Kirk C. Rodgers, Acting Reg’l Director, U.S. Dep’t of Interior, Bureau of Reclamation, 
regarding Central Valley Project Cost Allocation Study, May 2001 (June 25, 2001) (GOV0000606).  
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24. The United States also performs annual cost allocation updates applying the principles and 

allocation factors from the then-current cost allocation study to annual plant-in-service 

balances.  

25. The studies and annual updates together produce annual computations of the CVP costs 

allocated to water and power users for eventual repayment. The studies and updates inform 

the annual setting of rates for water service contracts and power contracts with Western, as 

well as the negotiation of longer-term repayment contracts.   

26. In January 2020, the United States issued another cost allocation study titled the “Central 

Valley Project Final Cost Allocation Study.”10 The study was issued in the middle of FY 

2020 and was not used in setting rates for that year.11 The Bureau first used the study to set 

rates beginning with FY 2021. In discovery, the United States was asked to identify each 

instance in which it “revised, rebilled, credited, surcharged, or otherwise adjusted the CVP 

repayment amount previously paid by a CVP Water User or CVP Power User.” The United 

States responded that:  

Water contractor repayment is only adjusted when an error occurs. The agency 
makes adjustments based on reconciliations only when an error in repayment has 
been identified. Reconciliations take place on an ongoing basis. Power contractor 
repayment is performed by WAPA. The sole purpose of an adjustment is to 
demonstrate errors in entering and accounting for how payments are credited.12 

B. THE CENTRAL VALLEY PROJECT IMPROVEMENT ACT  

27. In 1992, to offset the environmental impacts from the Central Valley Project, Congress 

passed the Central Valley Project Improvement Act (CVPIA). As part of the CVPIA, 

Congress created a fund designated as the “Restoration Fund” to be used to restore fish and 

wildlife habitats within the Central Valley Project.13 To raise money for the Restoration 

Fund, Congress directed the Secretary of the Interior (the Secretary) to assess several types of 

charges to CVP water and power customers. The M&R charge is at issue in this case. 

 
10 Defendant produced a copy of this study in discovery with Bates Nos. GOV0000447 through GOV0000604. 
11 The fiscal year for the federal government begins on October 1 and ends on September 30. 
12 See Def.’s Resp. to Pl.’s Interrog. No. 21. 
13 N. Cal. Power Agency v. United States, 139 Fed. Cl. 74, 77 (2018). 
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28. CVPIA section 3407(d)(2)(A)14 sets limits on the amounts of M&R payments to be assessed 

to water and power users. For example, the Secretary may not charge more than $6 per acre-

foot for agricultural water and $12 per acre-foot for M&I water sold and delivered by the 

Central Valley Project. (These and other dollar amounts in the CVPIA are stated in October 

1992 price levels; accordingly, the Bureau adjusts the dollar amounts annually to account for 

inflation.)  

29. CVPIA section 3407(d)(2)(A) also provides that the M&R payments assessed to water and 

power users should be proportional to their responsibility for repayment of the CVP on a ten-

year rolling average basis. Specifically, the statute states that: “the amount of the mitigation 

and restoration payment made by Central Valley Project water and power users, taking into 

account all funds collected under the Act, shall, to the greatest degree practicable, be 

assessed in the same proportion, measured over a ten-year rolling average, as water and 

power users’ respective allocations for repayment of the Central Valley Project.”15 In this 

report, I refer to this as the proportionality limitation. 

30. Section 3407(d)(2)(A) also states that total M&R payments—whether paid by water users or 

power users—shall not exceed $30 million per year on a three-year rolling average basis. 

Upon the completion of certain activities required by the statute, that cap will be reduced to 

$15 million per year. 

C. THE CURRENT LITIGATION 

31. I understand that, despite the proportionality limitation, the defendant historically prioritized 

collecting $30 million in annual M&R payments on a three-year rolling average basis. I 

further understand that because the amount collectable from water users was limited by law 

and hydrology and often fell short of the water users’ proportional share, the defendant 

charged to power users the difference between the water users’ payments and $30 million. As 

a result, the amounts charged to power users often exceeded their proportional shares. 

32. In 2014, plaintiffs filed a lawsuit in the U.S. Court of Federal Claims, alleging that the United 

States had charged them excessive M&R payments. The court agreed with the defendant’s 

 
14 Central Valley Project Improvement Act, Pub. L. No. 102-575, 106 Stat. 4727-28 (1992). 
15 CVPIA section 3407(d)(2)(A). 
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view that the CVPIA allowed the Bureau to prioritize collections over proportionality and to 

adopt its power-pays-the-difference policy, and dismissed the complaint.16  

33. The U.S. Court of Appeals for the Federal Circuit reversed that determination, and held that 

“[t]he proportionality requirement . . . takes priority over” the statute’s collection target.17 

The court of appeals remanded the case to the Court of Federal Claims for calculation of 

damages. 

34. In discovery after the remand, plaintiffs’ interrogatory number 17 asked the defendant to 

provide its calculation of the damages owed and the bases for that calculation. The United 

States answered, in part, that “[t]he amount of damages owed is the difference between the 

calculated amount consistent with the Federal Circuit’s opinion in NCPA v United States and 

what was actually paid. That amount is $68,154,911.” The United States provided some 

explanation of the basis for its calculation, but added that it would “disclose the details of our 

damages calculation and the assumptions underlying that calculation during the expert 

discovery phase of this litigation.”18 As explained below, I agree that damages here are the 

difference between what plaintiffs actually paid and what they should have paid had 

proportionality been applied as a binding limitation during the damages period. I disagree 

with the defendant’s preliminary calculations of what plaintiffs should have paid and their 

damages. 

IV.  SUMMARY OF OPINIONS 

35. I have quantified plaintiffs’ damages for the period FY 2008 through FY 2020 by comparing 

the actual amounts they paid to the amounts they should have paid during the damages period 

applying proportionality. 

36. To determine the proportional ratios of water and power M&R payments, I relied on a joint 

exhibit introduced during the liability phase of this case showing calculations of water users’ 

and power users’ respective allocations for repayment of CVP capital costs during the 

damages period. Specifically, I relied on a document that was introduced into evidence 

 
16 See N. Cal. Power Agency v. United States, 139 Fed. Cl. 74 (2018). 
17 N. Cal. Power Agency v. United States, 942 F.3d 1091, 1098-99 (Fed. Cir. 2019). 
18 Def.’s Resp. to Pl.’s Interrog. No. 17. 
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during the 2018 trial before the Court of Federal Claims as “Joint Exhibit 2,”19 which 

provided those amounts for rolling ten-year periods through the period ending with FY 2015. 

As the exhibit title indicates, these data were jointly sponsored by both the plaintiffs and the 

defendant. I also relied on defendant’s response to plaintiffs’ interrogatory 25, which 

provided corresponding ten-year amounts through the period ending with FY 2019. I also 

checked those amounts against—and ran alternative damages calculations using—the annual 

cost allocations that the Bureau produced during the damages period based on the 1970 study 

(as updated in 1976), which produce ten-year sums and percentages that agree closely with 

the numbers in Joint Exhibit 2 and interrogatory response 25.20 I find that Joint Exhibit 2 and 

the defendant’s response to interrogatory 25 are the most appropriate and least speculative 

measures of the proportionality limitation that should have applied during the damages 

period. 

37. Using the percentages from Joint Exhibit 2 and interrogatory 25, I computed the power M&R 

payments that would have been proportional to water users’ M&R payments, and ensured 

that the sums of those amounts would not have exceeded the statutory cap of $30 million per 

year (October 1992 price levels) on a three-year rolling average basis. I thus conclude that 

these amounts reflect what power contractors should have paid during the damages period. 

38. As noted above, damages in this case are the difference between what plaintiffs actually paid 

and what they should have paid had proportionality been applied during the damages period. 

Using these data and this method, I compute damages as follows:21 

Damages computed using Joint Exhibit 2 
and interrogatory response 25 

Damages computed using then- 
contemporaneous annual cost allocations 

$81,872,385 $82,231,012 

I calculated these amounts by finding the level of power M&R payments each year that 

would have been proportional to the M&R payments by water users during the same year.  

39. The preliminary damage calculation produced by defendant in response to interrogatory 17 

(Bates No. GOV0000002) takes a different approach: it calculates the level of power M&R 

 
19 10-Year Rolling Average of CVP Restoration Fund (ALL YEARS), Receipts for Irrigation, M&I, and Commercial 
Power, Central Valley Project, Bates No. DEF-PROD-00188930 (Ex. 2). 
20 See Attachment III, Schedules 2 & 4 to this report. 
21 See Schedules 1 & 2. 
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payments that would have been proportional, in defendant’s view, to the M&R payments by 

water users two years earlier. The so-called “two-year lag” was adopted by Reclamation for 

use in calculating power contractor M&R charge payments on a going-forward basis, 

beginning in FY 2021. Counsel has asked me to prepare an alternative damages calculation 

using that approach. Using the two-year-lag method, the corresponding damages amounts 

are:22 

Damages computed using Joint Exhibit 2 
and interrogatory response 25 

Damages computed using then- 
contemporaneous annual cost allocations 

$85,990,156 $85,962,400 

 I find that for damages purposes the current-year calculation is more consistent with the 

statutory text and historical practice, as Reclamation was not employing a two-year lag to 

calculate power contractor CVPIA charges during the damages period. I express no opinion 

regarding the use of the two-year lag for going-forward purposes. 

40. In discovery, the defendant acknowledged that it charged plaintiffs more than it should have 

charged consistent with the Federal Circuit’s opinion in N. Cal. Power Agency v. United 

States and stated that the difference—the “damages owed”—was $68,154,911.23 I find that 

this amount is significantly understated and reflects the use of erroneous and inappropriate 

inputs.  

41. Most importantly, the Government’s preliminary calculation uses incorrect proportionality 

percentages. The Government derives those percentages by making certain adjustments to the 

annual CVP cost allocation updates that were prepared each year during the damages period. 

The changes to these historical figures appear to reflect a retroactive application, solely for 

purposes of performing damage calculations, of cost allocation changes adopted 

prospectively in the 2020 cost allocation study. As discussed below, I believe those changes 

are inappropriate and unduly speculative because they were not in effect during the damages 

period, and the Government has said it does not plan to apply them retroactively to 

recalculate and rebill contractors’ past CVP repayment amounts.24 Nor does the Government 

plan to apply these percentages retroactively to revise and rebill contractors’ past M&R 
 

22 See Schedules 3 & 4 
23 See Def.’s Resp. to Pl.’s Interrog. No. 17. 
24 See Def.’s Resp. to Pl.’s Interrog. No. 21. 
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payments.25 Accordingly, as I explain below, my opinion is that these percentages should not 

be applied retroactively to calculate plaintiffs’ damages. 

42. In discovery, the Government provided partial explanations of some of its adjustments but 

stated that “[w]e will disclose the details of our damages calculation and the assumptions 

underlying that calculation during the expert discovery phase of this litigation.”26  I will 

comment on the merits of the specific adjustments when I have reviewed the details of the 

Government’s damages calculation and assumptions provided in its initial expert report.  

V. BASES FOR OPINIONS 

43. In this section, I provide the bases for my opinions.  

44. This case concerns the amount of overcharges that the Bureau collected from the plaintiffs. 

The parties seem to be in agreement that this amount should be calculated as the difference 

between what plaintiffs actually paid and what they should have paid during the damages 

period had the Bureau implemented the statutory proportionality requirement. Plaintiffs pay 

fixed percentages of the M&R payments assessed to all power contractors. Accordingly, I 

have calculated the dollar amount that all power contractors should have paid Reclamation 

during the damages period and compared that amount to what they actually paid during that 

period. Plaintiffs’ damages reflect their share of power contractors’ total overpayment during 

the damages period. 

45. To avoid undue speculation, any assessment of what power contractors should have paid 

during the damages period should reflect the facts and circumstances that existed at the time 

when the charges were levied. Consequently, the relevant data needed to calculate what the 

defendant should have charged includes: (a) the actual, historical CVPIA receipts collected 

from water users for FYs 2008 through 2020; (b) the actual, historical CVPIA receipts 

collected from power users for the same period; and (c) the actual, historical amounts of CVP 

capital costs that the Bureau then determined water and power users should repay.27 

46. The schedules included as Attachment III to this report shows my damages calculations. Here 

I describe the methods and formulas used to calculate those amounts.  

 
25 See Def.’s Resp. to Pl.’s Interrog. No. 23. 
26 Def.’s Resp. to Pl.’s Interrog. No.17. 
27 If the Government’s two-year lag method were adopted, the required data would go back to FY 2006. 
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A. FORMULAS 

47. To calculate power’s total overpayment, I compare what the defendant actually charged to 

the proportional amount that it should have charged. The formula for computing the 

proportional amount can be stated algebraically as: 

𝑃𝑜𝑤𝑒𝑟 𝑃𝑟𝑜𝑝𝑜𝑟𝑡𝑖𝑜𝑛𝑎𝑙 𝑀&𝑅
𝑊𝑎𝑡𝑒𝑟 𝐶𝑉𝑃𝐼𝐴 𝑅𝑒𝑐𝑒𝑖𝑝𝑡𝑠

𝑊𝑎𝑡𝑒𝑟 𝐶𝑉𝑃 𝑅𝑒𝑝𝑎𝑦𝑚𝑒𝑛𝑡 %
  𝑃𝑜𝑤𝑒𝑟 𝐶𝑉𝑃 𝑅𝑒𝑝𝑎𝑦𝑚𝑒𝑛𝑡 % 

In Schedule 1, I calculate the power M&R payment amount that would be proportional to 

actual water CVPIA receipts for the same year.  

48. In Schedule 1, actual water CVPIA receipts are set forth in columns E and F.28 Power 

contractors’ 10-year rolling average shares of CVP repayment allocations are set forth in 

column J. As discussed below, those percentages come from Joint Exhibit 2 and the 

defendant’s response to interrogatory 25. The water contractors’ repayment percentage is a 

computed amount calculated as 100% minus the power contractors’ percentage. Using these 

inputs, Schedule 1 calculates in column K the proportional amount that power contractors 

collectively should have paid in each FY from 2008 through 2020. Column D sets forth the 

amounts that power contractors actually paid for those FYs.29 Column L computes the 

difference between what power contractors actually paid (column D) and what they should 

have paid (column K) during the damages period. Columns M and N compute the plaintiffs’ 

shares of the total overpayment by all power contractors,30 and column O summarizes the 

result. 

49. CVPIA section 3407(d)(2)(A) requires that power’s M&R payments be proportional to 

water’s payments “taking into account all funds collected under this title.” Accordingly, 

counsel has asked me to include in “Water CVPIA Receipts” in the above formula both water 

contractors’ M&R payments (Schedule 1, column E) and other payments that water users 

make under the statute (Schedule 1, column F). My damages calculations therefore reflect the 

inclusion of those amounts. 
 

28 Bates No. GOV0000002. While I disagree with the Government’s damages computation, I do not contest their 
accounting of CVPIA receipts. 
29 Bates No. GOV0000002. While I disagree with the Government’s damages computation, I do not contest their 
accounting of CVPIA receipts. 
30 This calculation uses the plaintiffs’ cumulative Base Resource Percentages that were in effect when the charges 
were imposed. Bates No. PL_REMAND_00000347 BR Spreadsheet. 
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50. The Government’s preliminary damages calculations (Bates No. GOV0000002) compute 

purportedly proportional power payments on a two-year lagging basis. For example, for FY 

2016, the defendant calculated power payments that it claimed to be proportional to water’s 

payments for FY 2014. The defendant’s calculations use CVP repayment percentages for the 

ten-year period ending in the same FY as the water receipts—in this example, for FYs 2005 

through 2014. 

51. I understand that the Bureau adopted this method after the court of appeals decision, and used 

it to calculate proportional charges to be collected from power contractors for FY 2021. My 

understanding is that the Bureau intends to continue using the lagged method going forward. 

52. Before FY 2021, the defendant calculated power’s CVPIA charges using its power-pays-the-

difference method. The defendant applied that method on a current-year basis. In other 

words, the defendant set power’s CVPIA charges for a given year based on the difference 

between the $30 million target (1992 dollars) and water’s M&R payments for that year. The 

Bureau set charges preliminarily based on projected water receipts for the year, and then 

performed a true-up when actual water receipts for the year were known. I find it reasonable 

in calculating damages to apply proportionality the same way—on a current-year basis 

consistent with the Bureau’s historical approach for imposing CVPIA charges during the 

damages time period. Accordingly, the soundest approach to calculating damages is to apply 

proportionality without any lag, so that power customers’ CVPIA charges for a given year 

are proportional to water customers’ CVPIA payments for the same year. 

53. Nonetheless, I recognize that there is at least one advantage to the lagged approach for 

purposes of calculating damages. The defendant stated in discovery that CVP cost allocations 

for FY 2020 are not yet available, which makes it impossible to compute the average 

allocations for the ten-year period ending with FY 2020. That means damages using the 

current-year approach can be calculated with precision only through FY 2019; damages for 

2020 must rely on an estimate of the allocation percentages for the final rolling ten-year 

period. On the other hand, using the lagged approach, damages can be computed precisely 

for the entire period; 2020 damages are based on 2018 water receipts and CVP capital cost 

allocations for the ten-year period ending with FY 2018. 
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54. Given these circumstances, I have computed damages for the FY 2008–2020 period using 

both approaches. Schedule 1 shows the result using the current-year approach. As the 

Government maintains that cost allocation data for FY 2020 is not yet available, my current-

year calculations hold the proportionality percentage constant from 2019 to 2020.  

Schedule 3 shows the result using the lagged approach. For the period in question, employing 

a no-lag approach is conservative because, based upon my calculations, damages are greater 

using the lagged approach. 

B. PROPORTIONAL PERCENTAGES 

55. A key input into the damages calculation formula above is the “Power CVP Repayment %.” 

This percentage reflects power contractors’ collective share of “water and power users’ 

respective allocations for repayment of the Central Valley Project” on a ten-year rolling 

average basis. For example, in the current-year proportionality method, power contractors’ 

M&R responsibility for 2015 is calculated using a proportionality percentage that reflects the 

ratio of power users’ repayment allocations for the ten-year period 2006 through 2015 to the 

total of power and water users’ repayment allocations for the same period. 

Joint Exhibit 2 and defendant’s response to plaintiffs’ interrogatory 25 

56. During the 2018 trial in this case, the parties jointly introduced, and the court admitted into 

evidence (see Jan. 16, 2018 Tr. at 121), a document labeled Joint Exhibit 2. The document is 

titled “10-Year Rolling Average of CVP Restoration Fund (ALL YEARS) Receipts for 

Irrigation, M&I, and Commercial Power Central Valley Project,” and includes two tables. 

The first sets forth the annual CVPIA receipts paid by Irrigation, M&I Water and 

Commercial Power contractors through FY 2016, the annual totals of those receipts, and the 

percentages paid by each category during rolling ten-year periods. The second sets forth the 

ten-year sums of CVP capital costs allocated to those entities during rolling ten-year periods 

ending with FY 2015, the totals of those amounts for each period, and the percentage borne 

by Irrigation, M&I Water, and Commercial Power contractors during those periods.  

57. Joint Exhibit 2 bears Bates number DEF-PROD-00188930, and was produced by the 

Government as a native Excel file with the file name “Interrogatory & Production Items 

1.zip? Production #5\10year RA ALL YEARS thru FY2016.xlsx.” The ten-year capital cost 

sums at the bottom of Joint Exhibit 2 agree with annual capital cost allocations provided in 
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another document produced by the Government with an adjacent Bates number (DEF-

PROD-00188929) titled “Weighted Average and 10-Year Rolling Average of Repayment 

Obligations for Irrigation, M&I Water, and Commercial Power, Central Valley Project, FY 

1993-2015.” 

58. At trial, defendant’s witness Gail Trujillo-Bixby agreed that Joint Exhibit 2 represents “the 

ten-year rolling average assessment of collections and repayment allocation[s]” (see Jan. 17, 

2018 Tr. at 322:23–323:12.)31 And she agreed that “that’s what the restoration fund says in 

terms of how the repayment allocation should be measured for proportionality if they’re on 

the ten-year rolling average basis.” Jan. 17, 2018 Tr. at 323:13–17.  

59. In discovery after the remand, plaintiffs asked the Government to explain how the dollar 

amounts and percentages in Joint Exhibit 2 were derived. The Government explained that 

“[f]or each 10-year period listed in JX2, the capital costs shown is the sum of allocated 

capital costs over the preceding 10 years for Irrigation, M&I and Commercial Power, 

respectively,” reflecting the summation of annual amounts “derived from the CVP annual 

plant-in-service allocation.”32 The Government further explained that the annual plant-in-

service allocation “allocates all capital costs across the authorized purposes of the CVP and 

further sub-allocates water supply and power costs in order to assign costs for repayment by 

Irrigation, M&I, and Commercial Power.”33 The Government stated that the percentages in 

Joint Exhibit 2 represent “the proportion of total reimbursable costs over that 10-year period 

for Irrigation, M&I and Commercial Power.”34 

60. Accordingly, I conclude that Joint Exhibit 2 represents the parties’ acknowledged calculation 

of water and power users’ respective allocations for repayment of the Central Valley Project 

on a ten-year rolling average basis through FY 2015 based upon the Bureau’s actual, 

historical CVP cost allocations for power and water users. 

61. In discovery after remand, in response to plaintiffs’ interrogatory 25, the Government 

produced corresponding data calculated on the same bases for the ten-year periods 2007–

2016 through 2010–2019.35  

 
31 Defendant’s witness David Mooney testified similarly. Jan. 18, 2018 Tr. at 663:13–24. 
32 Def.’s Resp. to Pl.’s Interrog. No. 26.  
33 Id. 
34 Id. 
35 See Def.’s Resp. to Pl.’s Interrog. No. 25. 
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62. I conclude that these documents provide the ten-year rolling average percentages that should 

be used for calculating damages and most likely would have been used to compute the M&R 

payments had proportionality been applied during the damages period. 

The Bureau’s annual CVP cost allocation spreadsheets 

63. In our analysis, we also attempted to derive proportionality percentages directly from the 

annual CVP cost allocation spreadsheets produced by the defendant in discovery.  

64. For the years up through 2015 we used a series of Excel workbooks with Bates numbers 

GOV0004130-GOV0004153. These workbooks are identified as CVPIA Croffset Allocation 

Percentages (Croffset workbooks), although none carry a metadata file name beyond the 

Bates numbering system. Each file was prepared to capture a single FY of data beginning 

with 1995 through 2019. The Government’s response to plaintiffs’ interrogatory 26 pointed 

us to worksheet W in those workbooks. The range of data provided covered the necessary 

periods needed to compute the requisite ten-year averages through 2015.   

65. Additionally, in discovery the defendant produced the inputs for the years 2016-2019 in a 

series of Excel workbooks with Bates numbers beginning with GOV0001074 through 

GOV0001098. Similar to the Croffset workbooks, each file represented a single FY. The data 

received covered the FYs beginning 1995 through 2018, and the data for 2019 has not been 

provided. Each of the workbooks contained an input sheet page with the contents noted as 

CVP Cost Allocation Study.  We located data that was similar on worksheet W of each of the 

workbooks that was titled Summary of Repayment Obligations, Plant in Service Investment. 

66. Based on our review of the workbooks, it appears to us that Joint Exhibit 2 and the data 

produced in response to interrogatory 25 generally reflect—as they should—the Bureau’s 

total CVP plant-in-service amounts allocated to Irrigation, M&I Water, and Commercial 

Power each year, as reflected in those workbooks,36 without the post hoc adjustments the 

Government made in its preliminary damages calculation. 

67. We were not able to reconcile Joint Exhibit 2 and the response to interrogatory 25 with the 

workbooks completely, but the differences are not large enough to produce material 

differences in our damages calculation. On a current-year proportionality basis, damages 

 
36 The total allocations to Irrigation, M&I Water, and Commercial Power users can be found in worksheet W of the 
annual cost allocation workbooks. For example, cell L117 in worksheet W of the 2010 workbook (Bates No. 
GOV0004140) shows a total allocation to Irrigation Water Users of $1,534,677,644.23. 
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calculated using percentages from Joint Exhibit 2 and interrogatory response 25 are 

$81,872,385,37 while damages produced using percentages based on the annual workbook 

allocations are $82,231,012.38    

C. REJECTION OF RECALCULATED PERCENTAGES BASED ON POST 
HOC ADJUSTMENTS  

68. Any computation of amounts that should have been charged under the CVPIA should be 

tested for reasonableness and appropriateness of the inputs on which those calculations are 

based. The Government’s initial damage calculation (Bates No. GOV0000002) fails that test 

because it uses ahistorical proportionality percentages that are calculated based on 

inappropriate post hoc adjustments to the cost allocation amounts and percentages calculated 

during the damages period.  

69. The Government’s initial damages calculation uses ten-year rolling average percentages that 

differ substantially from the percentages shown in Joint Exhibit 2 and provided in response to 

interrogatory 25.    

 
37 See Schedule 1. 
38 See Schedule 2. 
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70. The new percentages overstate the share of CVP capital costs for which power contractors 

were considered to be responsible during the damages period. Consequently, the new 

percentages overstate the amount of M&R payments for which power contractors would have 

been responsible had proportionality been applied during the damages period in accordance 

with the Bureau’s then-applicable cost allocation study.  

71. The Government’s new proportionality percentages appear to be based on post hoc 

adjustments to the contemporaneous cost allocations developed during the damages period. 

The adjustments are discussed in the Government’s response to interrogatory 19 and 

documents cited therein, and are implemented in Excel files (Bates Nos. GOV00000960 and 

GOV0004130–GOV0004153) used to derive the Government’s purported proportionality 

percentages.  

(2)

FY 1999 - 2008 22.388% 28.13% 25.64%
FY 2000 - 2009 22.681% 28.43% 25.33%
FY 2001 - 2010 23.056% 28.87% 25.22%
FY 2002 - 2011 23.661% 29.52% 24.78%
FY 2003 - 2012 24.244% 30.21% 24.60%
FY 2004 - 2013 24.794% 30.82% 24.31%
FY 2005 - 2014 25.402% 31.49% 23.97%
FY 2006 - 2015 26.006% 32.14% 23.58%

FY 2007 - 2016 26.580% 32.72% 23.11%
FY 2008 - 2017 27.130% 33.29% 22.69%
FY 2009 - 2018 27.690% 33.71% 21.73%
FY 2010 - 2019 28.240% 34.12% 20.81%
FY 2011 - 2020 (1) -           -           -                 

(1) 2020 data currently not provided
(2) Percentage increase computed as (B) - (A) = (X); (X)/(A)=C

JX2 Percentages GOV0000002 Percentage Increase

10-Year Rolling Average of Commercial Power
Comparison of JX2 Percentages to GOV0000002

Central Valley Project

(A) (B) (C)
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72. In my view, no post hoc adjustments are appropriate because damages should reflect the 

charges that plaintiffs would have paid had the Bureau applied proportionality during the 

damages period based on then-extant data and the cost allocation studies and policies in 

effect at the time. 

73. As explained above, I will comment on specific adjustments in my rebuttal report when I 

have reviewed the detailed calculations and assumptions underlying those calculations, 

which the Government has said it will provide during the expert discovery phase.  

D. BASE RESOURCE PERCENTAGES 

74. Plaintiffs’ damages are their share of the excess charges imposed on all CVP power 

contractors during the damages period. The Bureau computes the annual M&R payment 

responsibility for all power contractors, and Western, as agent for the Bureau, divides that 

amount and assesses charges to each CVP power contractor in proportion to that contractor’s 

entitlement share of CVP power (i.e., its Base Resource Percentage). In computing plaintiffs’ 

damages, I relied on Base Resource Percentages provided by NCPA.39 The percentages I 

used are:  

 
39 Bates No. PL_REMAND_00347. 
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VI. DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

75. The list of documents, data or other information I considered in conjunction with this report can be 

found in Attachment II. 

VII. CONCLUSIONS 

76. Based on my knowledge, experience and the analysis discussed herein: 

A.  Damages in this case are the difference between the M&R payments that plaintiffs actually paid 

and what they should have paid had proportionality been applied during the damages period.  I 

have quantified plaintiffs’ damages for the period of FY 2008 through FY 2020 by comparing the 

amounts they paid to the amounts they should have paid during the damages period applying 

proportionality. 

Customers
Base Resource 
% (2004 - 2015)

Base Resource 
% (2015 - 2024)

Northern California Power Agency (summary) 17.53465% 18.87958%
Alameda Municipal Power (1.08075%, 1.20622%)
City of Biggs (0.27889%, 0.29542%)
City of Fallon (0.22100%, 0.27798%)   
City of Gridley (0.62417%, 0.66118%)
City of Healdsburg (0.18594%, 0.25146%)   
City of Lodi (0.49049%, 0.56931%)  
City of Lompoc (0.25559%, 0.32263%)  
Port of Oakland (OBRA Contract) (0.13280%, 0.14068%)  
Port of Oakland (0.43825%, 0.46423%)   
City of Palo Alto (11.62024%, 12.30917%)
Plumas-Sierra Rural Electric Cooperative (1.66003%, 1.75845%)
Truckee Donner Public Utility District (0.22000%, 0.27700%)   
City of Ukiah (0.32650%, 0.34585%) 

City of Redding (summary) (1) (2) 8.49986% 9.00085%
Redding Rancheria (0.03700%, 0.03626%)
City of Shasta Lake (0.76030%, 0.80537%)

City of Roseville 4.58170% 4.85333%
City of Santa Clara, dba Silicon Valley Power 9.06592% 9.60341%

Total Base Resource Percentage 39.68213% 42.33717%

Notes: 
Data excerpted from PL_REMAND_00000347 BR spreadsheet.xlsx
(1) City of Redding (summary) includes Redding's allocation under Western's 2004 marketing plan. 
      Pursuant to Stipulation of Agreed-Upon Facts, dated December 29, 2017, at Stipulation 9.
(2) NCPA Member BR Share.xlsx
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B.  I find that Joint Exhibit 2 and the defendant’s response to interrogatory 25 are the most 

appropriate and least speculative measures of the proportionality limitation that should have been 

applied during the damages period.  

1. Damages computed using Joint Exhibit 2 and interrogatory response 25 totaled 

$81,872,385. 

2. Damages computed using the then-contemporaneous annual cost allocations totaled 

$82,231,012. 

C. Counsel asked me to calculate the damages using the two-year lag method employed by the 

Government in GOV0000002.  

1. Damages computed using Joint Exhibit 2 and interrogatory response 25 totaled 

$85,990,156. 

2. Damages computed using then contemporaneous annual cost allocations totaled 

$85,962,400. 

I express no opinion regarding the use of the two-year lag for going-forward purposes, but I find 

that for damages purposes the current-year calculation is more consistent with the statutory text 

and historical practice than the two-year leg method.  

D. The Government’s computation of damages owed totaling $68,154,911 set forth in the 

Government’s response to interrogatory 17 is significantly understated and reflects the use of 

erroneous and inappropriate inputs.  

E. The Government’s retroactive application of the methodology utilized in the 2020 Cost 

Allocation Study is inappropriate because it was not in effect during the damages period.  

77. The opinions expressed herein are based on the information that I have reviewed to date. I reserve the 

right to supplement this report as additional information is produced by the parties, including but not 

limited to relevant information obtained through expert discovery. 

 

________________________________          August 12, 2021   
Wiley R. Wright, III           Date 
Senior Managing Director
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EXPERIENCE
Wiley Wright is a Senior Managing Director and BDO’s Practice Leader of the Construction 
& Environmental Solutions Group. Mr. Wright specializes in providing expert witness and 
forensic accounting services to governmental agencies, private law firms, construction 
contractors, and government contractors.

Mr. Wright’s work includes change order pricing and reviews, contract compliance 
reviews, preparation and evaluation of requests for equitable adjustment and/or claims 
for damages, fraud and false claims investigations, assessing the adequacy of accounting 
systems and indirect cost rate methodologies of governmental agencies, piercing the 
corporate veil analysis, lost profit damages expert testimony on specific damage and 
cost accounting issues, accounting system design and review, cost allowability and 
allocability determinations under federal cost principles, defective pricing reviews, 
contract termination pricing assistance, Qui Tam matters financial and accounting 
analysis, and forensic accounting investigations.

Mr. Wright has testified as an expert witness before numerous state and Federal courts, 
Boards of Contract Appeals, in domestic and international arbitration, and has 
participated in numerous mediations. Mr. Wright has provided expert testimony in over 
one hundred fifty matters.

In addition to his litigation and expert witness services, Mr. Wright has over forty years 
of experience consulting on construction and government contract matters. With respect 
to construction projects, Mr. Wright has significant experience with: Airports, Oil and 
Gas Facilities and Pipelines, Bridges and Tunnels, Industrial Facilities, Power Plants, 
Military and Commercial Launch Facilities, Waste Water Treatment Facilities, Jails and 
Prisons, Stadiums, Aqueducts, Subway and Transit, and Highways and Roads. Mr. Wright 
was a Partner with mid-sized public accounting firms in the Washington, DC area prior to 
BDO and was involved in providing audit, tax, and consulting services to clients in a 
variety of industries, including a heavy concentration in the government contracts and 
construction industries. He was responsible for performing and supervising audits, 
financial statement presentation, internal control reviews, and interaction with 
regulatory agency auditors.

WWright@bdo.com

1910 Towne Centre Blvd.
Suite 250
Annapolis, MD 21401

Tel: 410-336-9866

www.bdo.com

WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions
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Mr. Wright co-authored a chapter entitled “Damages in Construction Arbitrations” 
included in Global Arbitration Review’s 2016 book The Guide to Damages in International
Arbitration. Mr. Wright also co-authored a chapter entitled “Types of Financial Reports 
and Opinions Issued by CPAs and Applicable Professional Standards” included in the 2010
book published by the American Bar Association – Forum on the Construction Industry 
titled Construction Accounting – A Guide for Attorneys and Other Professionals. Mr. 
Wright coauthored an article published in the Maryland Association of Certified Public 
Accountants’ CPA Statement entitled  "Professional Standards Applicable to Litigation 
Support.“

He has taught courses and given presentations on financial and economic damages before 
a variety of professional groups, including the Colorado Society of Certified Public
Accountants, the American Bar Association and the Virginia Bar Association.

Mr. Wright is a CPA and is a graduate of George Mason University.

LISTING OF EXPERT TESTIMONY

WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

United States of America Charles George Trucking 
Co., et al

United States District 
Court for the District of 
Massachusetts

AWM Enterprises, Inc. Noell, Inc. Fairfax County, VA, Circuit
Court

United States of America Scott’s Liquid Gold United States District 
Court, Colorado
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WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

United States of America Broderick Investment 
Company, Tom H. 
Connolly, as Trustee, and 
Burlington Northern 
Railroad Company

United States District 
Court for the District of 
Colorado

United States of America Atlantic Richfield 
Company

Alternative Dispute 
Resolution

United States of America Atlantic Richfield 
Company

United States District 
Court for the Eastern 
District of Texas

Aerojet-General Corp United States Air Force Armed Services Board of
Contract Appeals

United States of America Salvors, Inc., et al United States District 
Court, Florida

Noell, Inc. Los Angeles Department of 
Water and Power

Superior Court of 
California

W.R. Mollohan, Inc., et al Fru-Con Construction 
Corp. et al

United States District 
Court, West Virginia

United States of America Findett Corporation United States District 
Court, Missouri

United States of America DICO, Inc. United States District 
Court, Missouri

Golden Bay Fence Co. Ray Wilson Co Superior Court of 
California, American
Arbitration Association

Joe Amaral Mechanical Clark Construction United States District 
Court, Northern District of 
California

Dillingham Construction County of Los Angeles Superior Court of 
California

United States of America ASARCO, Inc. United States District 
Court, Idaho
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WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

United States of America Montrose Chemical Co. United States District
Court, California

United States of America
and the State of Colorado

Robert M. Friedland, et al. United States District 
Court, District of Colorado

United States of America Chrysler Corporation, Ford 
Motor Company, et al.

United States District 
Court, Northern District of 
Ohio

E.I. Dupont United States of America United States District 
Court, New Jersey

United States of America Tug ALLIE B, et al. United States District 
Court, Southern District of 
Florida

United States of America Sprague Energy, et al. United States District 
Court, North Carolina

Kiewit Construction United States of America United States Court of 
Federal Claims

United States of America Gurley Refining Co. United States District 
Court, Arkansas

United States of America W.R. Grace, et al United States District 
Court,
Montana

Miami Dade County United States of America United States District 
Court, Florida

Information Systems &
Networks Corporation

United States of America United States Federal 
Court of Claims

U.S.F.G. Dick Barton Malow, et al. United States District 
Court, District of Columbia

Carol AuClair Anteon Corporation Fairfax County, Virginia 
Circuit Court

United States of America Mallinckrodt Inc., et al United States District 
Court, District of Missouri

United States of America ASARCO, Inc United States District 
Court, Idaho
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WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

Morrison Knudson 
International, Inc./ 
Contrak International, Inc.
J.V.

National Organization for 
Potable Water and 
Sanitary Drainage

International Commercial 
Arbitration

Hewlett Packard Telecom Egypt International Commercial 
Arbitration

Lighthouse Electric, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Kirby Electric, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

W.G. Tomko, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

C&M Contracting, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Oldcastle Precast, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Macgregor Industries Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

United States of America Jay James Jackson, et al. United States District 
Court, District of Nebraska

Jackson 2000 LLC, et al. American Geotech, Inc., 
et al.

United States District 
Court, Southern
District of Ohio – Eastern 
Division

United States of America RSR Corporation, et al. United States District 
Court, Washington

United States of America Dominick Manzo, et al. United States District 
Court for the District of 
New Jersey

East Coast Glass Systems Pohl, Inc. United States District 
Court, Eastern District of 
Virginia

Gates of McLean 
Condominium

Gates of McLean
Development, LLC

Circuit Court of Fairfax 
County
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WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

Basic Management, Inc. United States of America United States District 
Court, District of Nevada

United States of America Newmont USA Limited and
Dawn Mining Company, 
LLC

United States District 
Court, Eastern District of 
Washington

Clairton Slag, Inc. Commonwealth of
Pennsylvania, Department 
of General Services

Board of Claims, 
Commonwealth of
Pennsylvania

Lumbermens Mutual 
Casualty

United States of America United States of Court of 
Federal Claims

Sierra Club, et al., and
United States of America

MasTec North America United States District 
Court District of Oregon

Raytheon Aircraft 
Company

United States of America United States District 
Court, District of Kansas at 
Kansas City

PEC Commonwealth of 
Pennsylvania, Department 
of General Services

Board of Claims, 
Commonwealth of
Pennsylvania

Eisenhower Residential, 
L.P., et al.

Hoffman Family, L.L.C., et 
al.

Circuit Court for the City 
of Alexandria, Virginia

Maryland Economic
Development Corporation

Place/Structures, LLC et 
al.

Circuit Court for Prince
Georges County, Maryland

Travelers Casualty and 
Surety Company, as 
Administrator for Reliance 
Insurance Company

Dormitory Authority –
State of New York, TDX 
Construction, Corp. and 
Kohn Pederson Fox 
Associates, P.C.

United States District 
Court
Southern District of New 
York

L.K. Comstock & 
Company, Inc.

Thales Transport & 
Security Inc.

United States District 
Court
Eastern District of New 
York

The Mayor and Council of
Rockville, Maryland

Macris, Hendricks &
Glascock, P.A.

Circuit Court for 
Montgomery County, 
Maryland

Data Computer 
Corporation of America

United States of America United States Court of
Federal Claims

Appx0067

IBDQ 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 70 of 597



BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of 
the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Senior Managing Director
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PLAINTIFF DEFENDANT FORUM

United States of America Sunoco, Inc. US District Court Eastern 
District of Pennsylvania

TDY Holdings, LLC and
TDY Industries, Inc.

United States of America, 
United States Department 
of Defense and Robert M. 
Gates in his official 
capacity as Secretary of 
Defense

United States District 
Court
Southern District of 
California

RSC Tower I, LLC, et al Camalier Limited 
Partnership

Circuit Court for Circuit 
Court for Montgomery 
County, Maryland

SM Electric Stone & Webster 
Constructing, Inc.

American Arbitration 
Association

Environment International 
Ltd.

Chemonics International Arbitration

Evansville Greenway and
Remediation Trust

Southern Indiana Gas and
Electric Company, Inc. et 
al., and General Waste 
Products et al.

United States District 
Court
Southern District of 
Indiana Evansville Division

United States of America General Electric Company United States District 
Court for the District of 
New Hampshire

American Bridge 
Co./Edward Kraemer & 
Sons, Inc. Joint Venture

PDM Bridge, LLC American Arbitration
Association

Samuel Ecker Chugach McKinley, Inc.,
Lorton Contracting Co.Inc.
and Samuel Hernandez

Circuit Court for 
Montgomery County,
Maryland

United States of America Washington State 
Department of 
Transportation

United States District 
Court,
Western District of 
Washington

New York University
Hospitals Center

HRH Construction LLC U.S. Bankruptcy Court,
Southern District of New 
York
Adv. Pro.
No. 10-0824 (SHL)
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Senior Managing Director
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Nu-West Mining, Inc. and
Nu-West Industries, Inc.

United States of America United States District 
Court
District of Idaho

United States of America
and California Department 
of Toxic Substances 
Control

Sterling Centrecorp, Inc.
Stephen P. Elder, and 
Elder Development, Inc.

United States District 
Court
Eastern District of 
California

RD Rockville, LLC
RD Rockville Garage, LLC

The Mayor and Council of
Rockville

Circuit Court for 
Montgomery County,
Maryland

Horn & Associates, Inc United States of America United States Court of 
Federal Claims

United States of America Federal Resources
Corporation; Blum Real 
Estate Trust; and Bentley 
J. Blum in his capacity
as Trustee of the Blum 
Real Estate Trust

United States District 
Court of Idaho

LCM Energy Solutions United States of America United States Court of 
Federal Claims
Case No. 1:12-CV-321-TCW

Lockheed Martin Corp. United States of America United States District 
Court for the District of 
Columbia
Case No. 1:08-CV-01160-
ESH

HCLUB Investors Parc Vendome 
Condominiums

JAMS Arbitration

American Bridge Company Commonwealth of Virginia 
– Virginia Department of
Transportation

In The Circuit Court For 
The County of Accomack, 
Virginia
No. 13CL341

United States of America Emhart Industries, Inc., et 
al.

United States District 
Court for the District of 
Rhode Island
Case No. 11-023S
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South Carolina Electric &
Gas Company

Consortium of 
Westinghouse
Electric Company LLC and
Stone & Webster, Inc.

V.C. Summer Dispute 
Review
Board
Dispute No. 001-2016

United States of America
and the State of Wisconsin

NCR Corporation, et al. United States District 
Court for the Eastern 
District of Wisconsin 
Green Bay Division

Montgomery County,
Maryland et al.

Parsons Brinckerhoff, et 
al.

Circuit Court for 
Montgomery
County, Maryland

State of Alaska and City of 
North Pole (Consolidated
Plaintiffs)

Williams Alaska 
Petroleum, Inc., The 
Williams Companies, Inc., 
Flint Hills Resources 
Alaska, LLC, and Flint 
Hills Resources, LLC.

Superior Court for the 
State of Alaska, Fourth 
Judicial District at 
Fairbanks

Maintenance Enterprises,
LLC 

Orascom E&C USA Inc. International Chamber of 
Commerce – International 
Court of Arbitration

PPG Industries, Inc. United States of America, 
et al.

United States District 
Court for the District of 
New Jersey

United States of America CMS Energy Corporation, 
et al.

United States District 
Court for the Western 
District of Michigan

Maintenance Enterprises, 
LLC

Orascom E&C USA, Inc. 
and Iowa Fertilizer 
Company, LLC

United States District 
Court for the Southern 
District of Iowa 
Davenport Division

City of Lincoln United States of America, 
United States Department 
of the Air Force, United 
States General Services 
Administration, and Does
1 through 100

United States District 
Court for the Eastern 
District of California
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SNC-Lavalin Inc. Saskatchewan Power 
Corporation

Arbitration (Canada)

Manolis Painting, Inc. Maryland State Highway 
Administration

Maryland State Board of 
Contract Appeals

Mid-Atlantic Arena, LLC City of Virginia Beach Circuit Court of the City of 
Virginia Beach

O’Connor Corporation Iberdrola Energy Projects, 
Inc.

American Arbitration 
Association – International 
Centre for Dispute 
Resolution

United States of America Dayton Industrial Drum, 
Inc. and Sunoco, Inc.

United States District 
Court for the Southern 
District of Ohio Western 
Division

ECC International, LLC U.S. Army Corps of 
Engineers

Armed Services Board of 
Contract Appeals

United States of America Land O’Lakes, Inc. and 
Cushing Oklahoma 
Brownfields, LLC

United States District 
Court for the Western 
District of Oklahoma

Yuanda Canada 
Enterprises LTD.

Walsh Construction/ 
Bondfield Partnership, 
Walsh Construction 
Company Canada, 
Bondfield Construction 
Company Limited and 
Women’s College Hospital

Ontario Superior Court of 
Justice

United States of America 
and State of California

Montrose Chemical Corp. 
of California, et al.

United States District 
Court Central District of 
California, Western 
Division

Philips Lighting North 
America Corporation

Washington Metropolitan 
Area Transit Authority

Armed Services Board of 
Contract Appeals

United States of America United Park City Mines 
Company

United States District 
Court for the District of 
Utah Central Division

Italics indicate client in the matter
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WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

Costello Construction of 
Maryland, Inc.

BoPat Electric Co., Inc. Circuit Court for Howard 
County, Maryland

ACC Construction –
McKnight Joint Venture, 
Inc.

United States Department 
of State

United States Civilian 
Board of Contract Appeals

Philips Lighting North 
America Corporation

Washington Metropolitan 
Area Transit Authority

Armed Services Board of 
Contract Appeals

TC Rich, LLC, Rifle 
Freight, Inc., Fleischer 
Customs Brokers, Richard 
G. Fleischer, and 
Jacqueline Fleischer

Hussain M. Shaikh, Haroon 
Khan, and Shah Chemical 
Corporation

United States District 
Court Central District of 
California

K&K Adams, Inc. Maryland Stadium 
Authority

Circuit Court for Baltimore 
City, Maryland

Friends of Riverside 
Airport, LLC

Department of the Army, 
Rohr, Inc., Anza Realty 
Company, Lear Siegler, 
Inc., City of Riverside, et 
al

United States District 
Court Central District of 
California, Western 
Division

Refinería de Cartagena 
S.A.

Chicago Bridge & Iron 
Company N.V., CB&I UK 
Limited and CBI 
Colombiana S.A.

International Court of 
Arbitration, International 
Chamber of Commerce

Italics indicate client in the matter

PROFESSIONAL AFFILIATIONS 
 American Bar Association
 American Institute of Certified Public Accountants (AICPA)
 Association of Certified Fraud Examiners 
 Construction Management Association of America
 National Contract Management Association
 National Association of Forensic Economics
 Society of Construction Law – North America, Board Member
 Virginia Society of Certified Public Accountants

EDUCATION
B.S., Business Administration, George Mason University
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DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

 

Docket Filings: 

1. 2015.01.20 Defendant’s Motion to Dismiss & Appendix 
2. 2015.04.01 Plaintiffs’ Opposition to Defendant’s Motion to Dismiss 
3. 2015.05.08 Defendant’s Reply to Plaintiffs’ Opposition to Defendant’s Motion to Dismiss 
4. 2016.09.27 Amended Complaint 
5. 2016.10.14 Defendant’s Answer to Amended Complaint 
6. 2017.12.05 Defendant’s Motion in Limine to Exclude Testimony 
7. 2017.12.13 Plaintiffs’ Response to Defendant’s Motion in Limine to Exclude Witness Testimony 
8. 2017.12.20 Order Denying Motion in Limine 
9. 2017.12.29 Stipulation of Agreed-Upon Facts 
10. 2018.04.02 Defendant’s Post-Trial Brief 
11. 2018.04.02 Plaintiff’s Proposed Findings of Fact and Conclusions of Law 
12. 2018.05.04 Defendant’s Response Brief 
13. 2018.05.04 Plaintiffs’ Response Brief 
14. 2019.03.29 Corrected Brief of Defendant 
15. 2015.06.29 Order on Defendant’s Motion to Dismiss 
16. 2018.07.30 United States Court of Federal Claims Opinion 
17. 2018.07.31 United States Court of Federal Claims Judgment 
18. 2019.11.06 United States Court of Appeals for the Federal Circuit, Opinion 
19. 2020.05.07 Joint Preliminary Status Report filed by Plaintiffs 
20. 2018.01.05 Defendant’s Amended Exhibit List 
21. 2019.04.25 Federal Circuit Appendix 
22. 2018.12.17 NCPA Initial Brief 
23. 2019.03.29 Government Brief 
24. 2019.04.18 NCPA Reply Brief 

Court of Federal Claims Trial Exhibits: 

1. Defendant’s Exhibits (Labeled DX01-DX27) 
2. 2017.10.30 Joint Trial Exhibits List 
3. Joint Exhibits (Labeled JTX001-JTX049) 
4. 2017.10.31 Corrected Plaintiffs’ Trial Exhibit List 
5. Plaintiffs’ Exhibits (Labeled PTX 001- PTX479) 

Transcripts and Related Materials: 

1. 2015.07.02 Telephonic Status Conference 
2. 2018.01.03 Pretrial Conference (Telephonic) Transcript 
3. 2018.01.16 Trial Volume 1 (1-246) 
4. 2018.01.17 Trial Volume 2 (247-499) 
5. 2018.01.18 Trial Volume 3 (500 – 736) 
6. 2018.01.19 Trial Volume 4 (737 – 977) 
7. 2018.01.22  Trial Volume 5 (978-1218) 
8. 2018.01.23 Trial Volume 6 (1219-1457) 
9. 2018.01.24 Trial Volume 7 (1458-1734) 

Appx0074

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 77 of 597



 

 
 

10. 2018.01.25 Trial Volume 8 (1735-1878) 
11. 2018.06.01 Trial Volume 9 Closing Arguments (1879-1952) 
12. 2018.05.08 Cumulative Index 

Bates-Numbered Documents: 

1. DEF-PROD00127021 to DEF-PROD00127073 
2. DEF-PROD00188929 
3. DEF-PROD00188930 
4. PL_REMAND_00000345 to PL_REMAND_00000347 
5. GOV000001 to GOV0001023 
6. GOV001029 to GOV0003695 
7. GOV003697 to GOV0005811 

Other Discovery Documents: 

1. Defendant’s Second Set of Interrogatories and Second Set of Requests for Production of 
Documents  

2. Plaintiffs’ Responses to Defendant’s Second Set of Interrogatories 
3. Plaintiffs’ Responses to Defendant’s Second Set of Document Requests 
4. Plaintiffs’ Third Set of Interrogatories 
5. Plaintiffs’ Fourth Set of Interrogatories 
6. Plaintiffs’ Fifth Set of Interrogatories 
7. Defendant’s Second Supplemental Response to Plaintiffs’ First Set of Interrogatories to the 

Defendant 
8. Defendant’s Responses to Plaintiffs’ Second Set of Interrogatories 
9. Defendant’s Responses to Plaintiffs’ Third Set of Interrogatories 
10. Defendant’s Responses to Plaintiffs’ Fourth Set of Interrogatories 
11. Defendant’s Responses to Plaintiffs’ Fifth Set of Interrogatories 
12. Plaintiffs’ Third Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
13. Plaintiffs’ Fourth Set of Requests for Production of Documents, Electronically Stored 

Information, and Tangible Things 
14. Plaintiffs’ Fifth Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
15. Plaintiffs’ Sixth Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
16. Government’s Responses to Plaintiffs’ Fourth Set of Requests for the Production of Documents 
17. Government’s Responses to Plaintiffs’ Fifth Set of Requests for the Production of Documents 
18. Government’s Responses to Plaintiffs’ Sixth Set of Requests for the Production of Documents 
19. Government’s Amended Responses to Plaintiffs’ Third Set of Requests for Production of 

Documents  

Other Items: 

1. 2019.11.21 CVPIA Business Practice Guidelines 
2. 2019.11.21 CVPIA Handout Final 
3. 2019.08.16 CVPIA Reclamation Meeting Croffsets 
4. 2019.11.21 CVPIA - True-Up_Nov_Stakeholder-Mtg_FINAL 
5. 2017.09.14 CVPIA Croffsets Workshop Final 
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6. 2021.04.21 NCPA Power Overpayment 2008 – 2020 with No Lag (Final with Friant) 
7. 2021.04.21 NCPA Power Overpayment 2008 – 2020 with 2 Year Lag (Final with Friant) 
8. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant) 
9. 2021.04.21 NCPA Power Overpayment 2008 – 2015 no Lag (No Friant) 
10. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant) 
11. 2021.04.21 NCPA Power Overpayment 2008 - 2017 with 2 Year Lag (No Friant) 
12. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with No Lag (with Friant) 
13. 2021.04.21 NCPA Power Overpayment 2008 - 2017 with No Lag (No Friant) 
14. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant), as updated 
15. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant), as updated 
16. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant), as updated 
17. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant), as updated  
18. GAO Report to the Ranking Minority Member, Committee on Resources, House of 

Representatives, “Information on Allocation and Repayment of Costs of Constructing Water 
Projects,” GAO/RCED-96-109, July 1996.  

19. GAO Testimony Before the Subcommittee on Water and Power Resources, Committee on 
Resources, House of Representatives, “Reclamation Law and the Allocation of Construction 
Costs for Federal Water Projects,” GAO/T-RCED-97-150, May 1997. 

20. Toni Rae Linenberger for the Bureau of Reclamation, Pacific Northwest-Pacific Southwest 
Intertie, 1997, Reformatted, re-edited, and re-printed by Andrew H. Gahan in 2013.   

21. Reclamation Policy Manual, Water-Related Contracts and Charges – General Principles and 
Requirements, PEC P05. 

22. Central Valley Project Improvement Act, Pub. L. No. 102-575, 106 Stat. 4727-28 (1992) 
23. State of WAPA’s Assets, Winter 2021 
24. 2020.12.04 Fiscal Year 2020 Actuals – Restoration Fund Letter 
25. Ratebooks Irrigation 2003-1998 
26. Ratebooks M&I 2003-1998 
27. Interior Letter for Future Power Payments 
28. NCPA FY2020 Audited Financial Statement 
29. Discussions with Mr. Jerry Toenyes, Consultant to NCPA 
30. Discussions with Ms. Lena Perkins, Senior Resources Planner & Manager, Program for Emerging 

Technologies, City of Palo Alto 
31. NCPA_FY2020_Audited_Financial_Statement 
32. Government-Produced Spreadsheet with filename: CVPIA Croffset Alloc 

Scenarios_Fy18_updated_revised_R 
33. 2021.06.21 Damages to NCPA – 2 year lag 
34. 2021.06.21 Damages to 2008 – 2020 with No Lag 
35. CVPIA Collections 2008-2020 document 
36. Copy of NCPA member BR Share 
37. Federal Defendants’ Motion to Dismiss, Case No. 3:20-cv-05630 (D. N. Cal. 2020). 
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Schedule 1

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          42,050,295          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.924% 11,620,566        
2007 42,885,000          37,337,486          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.089% 9,842,320          
2008 43,938,000          27,378,379          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.388% 7,475,602          19,535,485         7,752,091        -                      7,752,091        
2009 45,306,000          25,447,505          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.681% 7,298,593          27,237,496         10,808,410      -                      10,808,410      
2010 45,567,000          37,328,175          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.056% 11,172,980        (491,386)            (194,992)          -                      (194,992)          
2011 46,467,000          40,504,786          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.661% 11,851,239        9,109,214           3,614,727        -                      3,614,727        
2012 46,953,000          44,263,353          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.244% 12,365,287        8,497,346           3,371,925        -                      3,371,925        
2013 48,963,000          30,445,382          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.794% 8,661,429          8,742,845           3,469,345        -                      3,469,345        
2014 49,956,000          14,589,574          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.402% 4,070,746          30,249,907         12,003,798      -                      12,003,798      
2015 50,361,000          9,753,177            40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 26.006% 2,706,726          37,682,971         -                      15,953,915      15,953,915      
2016 51,024,000          23,409,573          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.580% 7,094,454          33,860,444         -                      14,335,564      14,335,564      
2017 51,135,000          40,121,530          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.130% 12,536,321        13,510,676         -                      5,720,042        5,720,042        
2018 52,359,000          52,765,216          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.690% 17,133,900        (7,236,942)         -                      (3,063,918)       (3,063,918)       
2019 53,151,000          53,666,371          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 28.240% 17,692,357        13,086,384         -                      5,540,409        5,540,409        
2020 54,548,000          39,581,290          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 28.240% 12,949,129        6,049,219           -                      2,561,070        2,561,070        
Total 723,827,000$      518,642,091$      351,697,526$    364,170,443$    98,688,743$      715,867,970$    814,556,713$         154,471,648$    199,833,660$     40,825,305$    41,047,081$    81,872,385$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling Average Capital CVP Percentages (JTX2/Interrogatory 25)
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag

CVPIA 3407 Actual Collections (8):
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Schedule 2

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          41,909,000          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.715% 11,479,271        
2007 42,885,000          37,316,164          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.052% 9,820,998          
2008 43,938,000          28,054,366          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 23.928% 8,151,589          18,859,498         7,483,845        -                      7,483,845        
2009 45,306,000          25,432,246          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.644% 7,283,335          27,252,754         10,814,465      -                      10,814,465      
2010 45,567,000          37,305,703          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.020% 11,150,508        (468,914)            (186,075)          -                      (186,075)          
2011 46,467,000          40,459,134          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.591% 11,805,586        9,154,866           3,632,843        -                      3,632,843        
2012 46,953,000          44,215,113          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.172% 12,317,046        8,545,587           3,391,068        -                      3,391,068        
2013 48,963,000          30,442,083          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.787% 8,658,130          8,746,144           3,470,653        -                      3,470,653        
2014 49,956,000          14,585,355          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.382% 4,066,527          30,254,126         12,005,472      -                      12,005,472      
2015 50,361,000          9,745,738            40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 25.953% 2,699,287          37,690,410         -                      15,957,064      15,957,064      
2016 51,024,000          23,352,339          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.422% 7,037,220          33,917,678         -                      14,359,795      14,359,795      
2017 51,135,000          40,026,521          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 26.980% 12,441,312        13,605,685         -                      5,760,266        5,760,266        
2018 52,359,000          52,640,169          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.544% 17,008,853        (7,111,895)         -                      (3,010,977)       (3,010,977)       
2019 53,151,000          53,051,139          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 27.528% 17,077,124        13,701,617         -                      5,800,881        5,800,881        
2020 54,548,000          39,130,998          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 27.528% 12,498,837        6,499,511           -                      2,751,711        2,751,711        
Total 723,827,000$      517,666,067$      351,697,526$    364,170,443$    98,688,743$      715,867,970$    814,556,713$         153,495,624$    200,647,066$     40,612,272$    41,618,740$    82,231,012$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling Average Capital CVP Percentages 
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag, as Recomputed

CVPIA 3407 Actual Collections (8):
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Schedule 3

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          39,809,669          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.924% 9,379,939          
2007 42,885,000          38,250,246          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.089% 10,755,080        
2008 43,938,000          31,523,343          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.388% 11,620,566        15,390,521         6,107,282        -                      6,107,282        
2009 45,306,000          27,991,232          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.681% 9,842,321          24,693,768         9,799,006        -                      9,799,006        
2010 45,567,000          33,630,797          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.056% 7,475,602          3,205,992           1,272,205        -                      1,272,205        
2011 46,467,000          35,952,141          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.661% 7,298,593          13,661,859         5,421,312        -                      5,421,312        
2012 46,953,000          43,071,046          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.244% 11,172,980        9,689,653           3,845,058        -                      3,845,058        
2013 48,963,000          33,635,192          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.794% 11,851,239        5,553,035           2,203,561        -                      2,203,561        
2014 49,956,000          22,884,115          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.402% 12,365,287        21,955,366         8,712,350        -                      8,712,350        
2015 50,361,000          15,707,880          40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 26.006% 8,661,429          31,728,268         -                      13,432,860      13,432,860      
2016 51,024,000          20,385,865          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.580% 4,070,746          36,884,152         -                      15,615,717      15,615,717      
2017 51,135,000          30,291,935          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.130% 2,706,726          23,340,271         -                      9,881,617        9,881,617        
2018 52,359,000          42,725,770          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.690% 7,094,454          2,802,504           -                      1,186,502        1,186,502        
2019 53,151,000          48,510,335          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 28.240% 12,536,321        18,242,420         -                      7,723,330        7,723,330        
2020 54,548,000          43,766,061          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 28.240% 17,133,900        1,864,448           -                      789,355           789,355           
Total 723,827,000$      508,135,626$      351,697,526$    364,170,444$    98,688,744$      715,867,970$    814,556,713$         143,965,182$    209,012,258$     37,360,775$    48,629,382$    85,990,156$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling  Average Capital CVP Percentages (JTX2/Interrogatory 25)
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag

CVPIA 3407 Actual Collections (8):
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Schedule 4

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power 

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          39,809,669          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.715% 9,379,939          
2007 42,885,000          38,250,246          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.052% 10,755,080        
2008 43,938,000          31,382,047          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 23.928% 11,479,271        15,531,817         6,163,351        -                      6,163,351        
2009 45,306,000          27,969,909          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.644% 9,820,998          24,715,091         9,807,467        -                      9,807,467        
2010 45,567,000          34,306,784          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.020% 8,151,589          2,530,005           1,003,959        -                      1,003,959        
2011 46,467,000          35,936,883          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.591% 7,283,335          13,677,117         5,427,367        -                      5,427,367        
2012 46,953,000          43,048,574          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.172% 11,150,508        9,712,125           3,853,975        -                      3,853,975        
2013 48,963,000          33,589,539          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.787% 11,805,586        5,598,688           2,221,677        -                      2,221,677        
2014 49,956,000          22,835,874          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.382% 12,317,046        22,003,607         8,731,493        -                      8,731,493        
2015 50,361,000          15,704,581          40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 25.953% 8,658,130          31,731,567         -                      13,434,257      13,434,257      
2016 51,024,000          20,381,646          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.422% 4,066,527          36,888,371         -                      15,617,503      15,617,503      
2017 51,135,000          30,284,496          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 26.980% 2,699,287          23,347,710         -                      9,884,767        9,884,767        
2018 52,359,000          42,668,536          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.544% 7,037,220          2,859,738           -                      1,210,733        1,210,733        
2019 53,151,000          48,415,326          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 27.528% 12,441,312        18,337,429         -                      7,763,554        7,763,554        
2020 54,548,000          43,641,014          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 27.528% 17,008,853        1,989,495           -                      842,297           842,297           
Total 723,827,000$      508,225,125$      351,697,526$    364,170,444$    98,688,744$      715,867,970$    814,556,713$         144,054,682$    208,922,759$     37,209,290$    48,753,110$    85,962,400$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling  Average Capital CVP Percentages 
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag, as Recomputed

CVPIA 3407 Actual Collections (8):
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I. INTRODUCTION AND SCOPE OF WORK 

1. My name is Wiley R. Wright, III. I have been retained by the plaintiffs in this case—

Northern California Power Agency (NCPA) and the Cities of Redding, Roseville, and Santa 

Clara, California—to provide my opinions concerning the methodology, conclusions and 

damages calculations presented in the Expert Disclosures (disclosures) of Bureau of 

Reclamation, Department of the Interior employees Mr. Spencer Walden, Mr. Steve Pavich 

and Dr. William Taylor, as disclosed by the Defendant. To the extent that I do not address 

certain parts of the Government’s experts’ disclosures in this report, it does not mean that I 

agree they are correct.  

2. For my analysis and testimony, I will be compensated at my usual hourly rate of $350. 

3. The Cities of Redding, Roseville, and Santa Clara are members of NCPA, and in this report I 

refer to the plaintiffs collectively as NCPA. 

4. I issued an affirmative report in this matter on August 12, 2021 that set forth my opinions 

regarding the methods and data used to compute damages in this case, presented my 

calculation of damages and included a discussion of the Central Valley Project (CVP), the 

Central Valley Project Improvement Act (CVPIA), and the issues in the current litigation 

(affirmative report). In the affirmative report, I calculated damages using proportionality 

percentages set forth in a joint trial exhibit already in evidence and corresponding 

percentages produced in discovery for later years. As a check, I also calculated damages 

using proportionality percentages I derived directly from annual cost allocation spreadsheets 

that the Bureau prepared during the damages period. On September 10, 2021, I issued a 

supplemental report to fix minor formula errors in the latter set of calculations. As explained 

in the supplemental report, the errors did not affect my primary calculations using the joint 

trial exhibit; nor, aside from the impact of my fixing the formula errors on the alternative 

damages calculations described above, did they affect any of the conclusions stated in my 

August 12 affirmative report.  

II. EXPERT QUALIFICATIONS AND PREVIOUS TESTIMONY 

5. My qualifications and experience, including a copy of my resume, were addressed and 

included in my affirmative report.  
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6. I am responsible for the services performed and the opinions given herein and have 

personally rendered or reviewed the analysis performed by the members of our staff with 

respect to them. Use of the words “I”, “my”, “we”, and “our” throughout this report means 

myself and the BDO professionals working under my direction and supervision. 

7. All work performed by BDO was completed in accordance with the American Institute of 

Certified Public Accountants (AICPA) Statement on Standards for Forensic Services.1  These 

standards require, in part, that the practitioner obtain sufficient relevant data to afford a 

reasonable basis for conclusions or recommendations in relation to any professional services 

provided. I have done so for the work performed and opinions expressed herein.  

8. The documents, data and information that I considered in performing my analysis are the 

types of documents, data and information that experts in my field typically consider and rely 

upon in performing similar damages engagements.    

III. SUMMARY OF OPINIONS 

9. Based on my review and analysis of the Government’s expert disclosures I find no basis to 

modify my damages calculations.  

10. The Government’s expert disclosures do not address or identify the complete basis for the 

opinions expressed in the disclosures. My rebuttal opinions are of necessity limited to the 

information described in the disclosures. Should the Government and its experts provide the 

requisite information for the opinions expressed I will, if necessary, update my rebuttal 

opinions.   

11. Both the Plaintiffs and the Defendant agree that the damages in this case should be calculated 

as the difference between what the Defendants have paid (amounts billed by the 

Government) and what the Defendants should have been charged, applying proportionality. 

The calculation of what the Defendants should have been charged should be done using the 

cost allocations, methods, and data in place at the time the charges were levied during the 

damages period.2 During the 2018 trial, the parties jointly submitted an exhibit—Joint 

Exhibit 2—documenting the CVP water and power users’ respective allocations for CVP 

repayment over rolling ten-year periods through fiscal year 2015 and calculating the 

percentages that would have been used to calculate proportional Mitigation and Restoration 
 

1 Statement on Standards for Forensic Services (SSFS) No. 1 (FS sec. 100). 
2 The damages period is FY2008 through FY2020. 
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(M&R) charges. As I explained in my affirmative report, Joint Exhibit 2 and corresponding 

data provided in discovery for later years, represent the historical CVP cost allocations 

during the damages period. Those are the data that should be used in calculating damages. 

12. The Government’s damages calculations are inconsistent with the approach used during the 

damages period. As explained in the expert disclosures, the calculations reflect post hoc 

changes that depart significantly from the historical cost allocations, methods, and data that 

the Government would have used to calculate charges had it applied proportionality during 

the damages period. The Government’s damages calculation is based on adjustments that are 

speculative and counterfactual, and the Government has provided no justification for why its 

calculations constitute a proper measure of Plaintiffs’ damages. 

13. Adjustments that have not been explained adequately or justified should be rejected. In 

discovery, the Government listed 12 cost categories that it treated differently in deriving 

proportionality percentages for its damages calculations compared to how it historically 

treated those costs in its annual CVP cost allocations and Joint Exhibit 2.3 For most of those 

categories the Government has not described the costs at issue or explained the purported 

reason for the changed treatment. 

14. In at least some cases, the different treatment appears to reflect a retroactive application of 

certain new methodologies that the Bureau adopted in the CVP Final Cost Allocation Study 

(CAS), which it issued in 2020 (after the charges at issue in this case had been calculated and 

assessed) and stated that it would apply prospectively beginning with fiscal year 2021.4 The 

Government’s expert disclosures do not identify the basis for applying these changes to a 

calculation involving damages for a prior period. This retroactive application should be 

rejected not only because it is counterfactual and unsupported but, also, because it is being 

done in an unprincipled and inconsistent fashion. The Government seems to be applying 

certain concepts from the 2020 study retroactively to reduce plaintiffs’ damages in this case, 

but has not proposed to apply the study retroactively to re-state the plaintiffs’ underlying 
 

3 See Defendant’s response to plaintiffs’ interrogatory no. 27. 
4 See Bureau of Reclamation, Central Valley Project Final Cost Allocation Study 103-04 (2020), 
https://www.usbr.gov/mp/cvp/docs/cvp-final-cost-allocation-study-2020.pdf (2020 CAS) (discussing going forward 
implementation of the 2020 CAS). See also Defendant’s response to plaintiffs’ interrogatory nos. 21 and 23; U.S. 
Bureau of Reclamation, News Release Archive, Reclamation ends decades of financial uncertainty for water and 
power users of the Central Valley Project (Jan. 14, 2020), 
https://www.usbr.gov/newsroom/newsroomold/newsrelease/detail.cfm?RecordID=69163 (“The Cost Allocation 
Study will be reflected in rates for 2021 . . . ”) (last accessed Sept. 10, 2021). 
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CVP repayment obligations during the damages period and refund excess collections. Nor is 

the Bureau using it to re-compute either the CVP repayment obligations or the M&R 

payments for which non-plaintiff contractors were responsible during the same time periods. 

15. The Government’s most significant departure from historical CVP cost allocation is its 

subtraction from water users’ allocations of costs that water users must repay the United 

States related to the construction of CVP water distribution systems and San Felipe “out of 

basin” facilities. Holding everything else constant, the Government’s exclusion of CVP water 

distribution systems and San Felipe out of basin facilities accounts for the majority of the 

difference between the Government’s calculation of damages and ours. 

16. The Government’s witnesses acknowledge that the exclusion of these costs is a departure 

from historical practice,5 but do not offer a sound basis for calculating damages using cost 

allocations different from those that were in effect during the damages period. One witness, 

Dr. Taylor, asserts that the original inclusion—in place for thirty years—should have been 

changed in 1993, but was not “corrected” until “the implementation of the final cost 

allocation in 2020.”6 But the 2020 study states that it applies prospectively, and neither 

explains nor justifies retroactive cost allocation changes for purposes of computing damages.  

17. Dr. Taylor suggests several other rationales for excluding distribution systems costs.7 The 

offered rationales do not justify exclusion because none was persuasive enough to be adopted 

by the Bureau during the damages period or is a persuasive basis to justify exclusion now for 

purposes of calculating damages. Moreover, neither Dr. Taylor nor any of the other 

Government witnesses addresses the reasoning behind the also-excluded San Felipe costs or 

the other cost categories for which the Government proposes different accounting treatment 

than was used historically.  

IV. BASES FOR OPINIONS 

18. Both sides agree that damages in this case are the difference between what plaintiffs actually 

paid during the damages period (fiscal year 2008 through fiscal year 2020) and what the 

Bureau should have charged during that period applying proportionality.8 The parties 

 
5 See Expert Disclosure of Steve Pavich (Pavich Disclosure) at 4; Expert Disclosure of Dr. William (Bill) J. Taylor 
(Taylor Disclosure) at 4. 
6 Taylor Disclosure at 4. 
7 Id. at 3-5. 
8 Expert Disclosure of Mr. Spencer Walden (Walden Disclosure) at 2. 
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disagree about how to calculate what the Bureau should have charged the plaintiffs. The most 

consequential difference concerns how the parties quantify the “water and power users’ 

respective allocations for repayment of the Central Valley Project” (CVPIA § 3407(d)(2)(A)) 

to which the M&R charges at issue in this case should be proportional.  

19. I explained in my affirmative report that, to avoid undue speculation, any assessment of what 

power contractors should have paid during the damages period should reflect the facts and 

circumstances that existed at the time when the charges were levied.9 For purposes of 

measuring proportionality, that means using the CVP cost allocations that were in effect 

when the M&R charges were imposed.  

20. As I further explained,10 Joint Exhibit 2, which the parties introduced at trial, was the parties’ 

then-agreed-upon calculation of water and power users’ respective allocations for repayment 

of the Central Valley Project on a ten-year rolling average basis through FY 2015 based upon 

the Bureau’s actual, historical CVP cost allocations for power and water users. The 

Government’s response to plaintiffs’ interrogatory no. 25 provided corresponding figures 

computed on the same basis for later years.11 

21. The Government’s expert disclosures confirm that Joint Exhibit 2 reflected the Bureau’s 

historical allocation of CVP costs during the damages period. See Pavich Disclosure at 4 

(describing Joint Exhibit 2 as reflecting the allocations “that [were] used historically”). 

22. The Government’s disclosures confirm that their damages calculations do not use the 

Bureau’s historical cost allocations to measure proportionality. Instead, they adopt new cost 

allocation assumptions “that are different than what was used historically” (id.) and apply the 

new assumptions “retroactively . . . to all CVP plant-in-service allocations” (id. at 4-5). 

23. Mr. Pavich’s disclosure states (at 4) that “[a] list of all costs included/excluded in the CVPIA 

proportionality calculations is available in a separate file (refer to Bates numbers: 

GOV0000958-959), which are consistent with the assumptions used in the CAS. There are 

several key CAS assumptions used for CVPIA proportionality calculations that are different 

than what was used historically (see Joint Exhibit 2).” But neither Mr. Pavich or Mr. Walden 

nor Dr. Taylor explain how, to what extent, or why the Government used the 2020 CAS for 

purposes of developing the Government’s damages calculation. In any event, it is neither 
 

9 Affirmative Report ¶ 45. 
10 Id., ¶ 60. 
11 Id., ¶ 61. 
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sound nor sensible to calculate what charges would have been imposed in the period 2008-

2019 by applying a methodology developed in 2020 that is based on assumptions contrary to 

those that were operative during the damages period. 

A. THE DEFENDANT’S DISCLOSURES PROVIDE NO METHODOLOGICAL 
JUSTIFICATION FOR DEFENDANT’S DAMAGES CALCULATION 

24. The Defendant has provided three disclosures from possible expert witnesses: a four-page 

disclosure from Mr. Spencer Walden, an accountant with the Bureau of Reclamation 

concerning “how the Government calculated damages”; a six page disclosure of from Dr. 

William Taylor, an economist with the Bureau  “to provide testimony concerning the role 

and appropriateness of the U.S. Bureau of Reclamation’s (Reclamation) cost allocation in 

this case;”12 and a six-page disclosure from Mr. Steve Pavich, an economist with the Bureau, 

“concerning the percentages used to calculate proportionality for CVPIA Restoration Fund 

Payments.”13  

25. Mr. Walden states, “In general, the damages amount is the difference between what was paid 

and what should have been paid.”14 His disclosure further asserts that his damages 

calculation is “consistent with the court’s opinion,” and that the amount of Plaintiffs’ 

damages is $68,154,911. 15 This is the same damages figure that the Defendant provided in 

discovery as a preliminary calculation in response to interrogatory no. 17. While the parties 

agree that the damages amount should be calculated as the difference between what plaintiffs 

actually paid and what they should have paid during the damages period had the Bureau 

implemented the statutory proportionality requirement, Mr. Walden’s damages calculation is 

substantially less than my calculation of $81,872,385.16  

26. The difference between Plaintiffs’ damages calculation and Defendant’s damages calculation 

seems to depend upon two methodological differences. First, the Government’s damages 

calculation is premised upon retroactive adjustments to the actual historical ten-year rolling 

averages of water and power customers’ respective allocations of responsibility to repay CVP 

costs during the damages period. Second, the Government’s calculation also uses a “two-year 

 
12 Walden Disclosure at 1; Taylor Disclosure at 1. 
13 Pavich Disclosure at 1. 
14 Walden Disclosure at 2.  
15 Id. at 2, 4. 
16 Affirmative Report at ¶ 76. 
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lag” not in effect during the damages period and instead first implemented by the Bureau to 

calculate power customers M&R charge payments on a going-forward basis, beginning in FY 

2021.17 

27. Although Mr. Walden’s disclosure describes the mathematical formula the Government used 

to calculate its damage amount, and the use of the two-year lag, his disclosure does not 

acknowledge the use of the ten-year rolling averages that do not reflect the cost allocations in 

use at the time. He instead refers to the use of “appropriate allocation percentages.” 

Specifically, he states: “For determining power’s M&R payment, Reclamation will apply the 

appropriate allocation percentage identified from the ten-year rolling average for repayment 

of the CVP to actual water receipts, inclusive of both discretionary payments and non-

discretionary payments using a two-year lag.”18 The adjustments that the Government 

intends to make to the ten-year rolling average percentages are revealed in Mr. Pavich’s 

disclosure.    

28. The Pavich disclosure confirms that Joint Exhibit 2 represents the “historical” CVP cost 

allocation figures, the same conclusion I reached and explained in my affirmative report. His 

disclosure further explains that the Bureau’s 2020 CAS is used to develop these charges 

currently and going forward.19 But the Bureau is apparently not using the 2020 CAS in its 

entirety to calculate damages; it has instead adjusted the historical CVP cost allocation 

figures in Joint Exhibit 2 to account for certain methodological changes in the 2020 CAS.20  

He states by way of explanation:  

The CVPIA proportionality percentages exclude direct assigned 
and certain other costs that were excluded from the SCRB 
methodology in the [2020] CAS. A list of all costs 
included/excluded in the CVPIA proportionality calculations is 
available in a separate file (refer to Bates number: GOV0000958-
959), which are consistent with the assumptions used in the CAS. 
There are several key CAS assumptions used for CVPIA 
proportionality calculations that are different than what was used 
historically (see Joint Exhibit 2).     

 
17 Id. at ¶¶ 38-39 (discussing two-year lag versus historical annual approach). 
18 Walden Disclosure at 2 (emphasis supplied). 
19 Pavich Disclosure at 4. 
20 Id. 
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Id. However, Mr. Pavich does not provide support for calculating damages using “key 

assumptions” that differ from the historical inputs.  

29. Dr. Taylor’s disclosure discusses the Bureau’s cost allocation process, including the direct 

assignment of certain costs and the use of the “separable cost remaining benefit” (SCRB) 

process to allocate other costs. Although Dr. Taylor’s disclosure addresses certain of the 

Government’s “adjustments” (which I address more fully below), his disclosure does not 

provide a justification for the Bureau’s use of the 2020 study assumptions to calculate 

damages rather than the historical ten-year rolling average CVP cost allocations that were in 

effect during the damages period. 

30. Mr. Walden’s disclosure addresses the two-year lag that is the other major difference 

between my calculations and the Government’s.  He says that the Bureau has implemented 

the two-year lag in order “[t]o set [M&R] bills for the upcoming fiscal year.” 21 But Mr. 

Walden’s disclosure does not explain why it is appropriate to use the two-year lag for 

purposes of calculating Plaintiffs’ damages when it was not used for purposes of developing 

M&R charges during the damages period. I express no opinion on the Government’s use of a 

two-year lag to establish the charges for power on a going-forward basis. 

31. The Government’s disclosures do not justify retroactively applying certain methodology 

changes in the 2020 CAS study to the damages period, when all of the M&R payments at 

issue in this case were computed and assessed before the 2020 study was completed.  The 

same concerns holds with respect to the retroactive imposition of the two-year lag for 

purposes of calculating damages. No post hoc adjustments are appropriate because damages 

should reflect the charges that plaintiffs would have paid had the Bureau applied 

proportionality during the damages period based on then-extant data and the cost allocation 

studies and policies in effect at the time. 

 
21 Walden Disclosure at 2. 
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B. THE ADJUSTMENTS AS DESCRIBED BY MR. TAYLOR ARE
INAPPROPRIATE TO USE FOR DAMAGES CALCULATIONS IN THIS
CASE.

32. Plaintiffs rely on the 1970 Cost Allocation Study (as updated in 1976).22 All bills sent and

paid during the agreed damages period were calculated under the 1970 CAS, as updated.23

The Government relies on the 2020 Cost Allocation Study, which the Government has only

applied prospectively to CVP and CVPIA cost allocations in FY2021. As I explained in my

affirmative report, Joint Exhibit 2 reflects the historical annual CVP cost allocations in place

during the damages period through fiscal year 2015, the defendant’s response to

interrogatory 25 provides corresponding data through fiscal year 2019, and I based my

calculations on those historical percentages.

33. Conversely, the Government’s damages calculations rest on “several key CAS

assumptions . . . that are different than what was used historically.”24 The Government

applies these changed assumptions “retroactively . . . to all CVP plant-in-service allocations

used in [its] analysis.”25 In discovery, the Government provided a listing of 39 cost

categories and stated whether the costs were included or excluded from the allocations it used

in computing damages.26 A subsequent discovery response revealed that in twelve of the 39

categories the Government’s damages calculations departed from the historical allocations

reflected in Joint Exhibit 2.27 The response to interrogatory no. 27 states:

We indicate in bold below whether Reclamation, in developing JX 2, included or 
excluded the referenced costs from the CVPIA proportionality calculation. After 
further analysis, Reclamation currently takes a different position with respect to 
whether certain of those costs should be included or excluded from the 
proportionality calculation.  

The quoted discovery response refers to the Bureau having chosen to take a different position 

on the identified cost categories “[a]fter further analysis,” but no such analysis is included as 

part of the disclosures. The twelve categories with “a discrepancy between JX 2’s inclusion 

22 The referenced update was issued on March 8, 1976. See Bates No. GOV0000105. We refer to it here as the 1976 
update, though it is sometimes also referred to as the 1975 update. 
23 As I discuss below, the Bureau also performed a study in 2001 that reviewed the then-existing allocations, 
considered alternatives, and decided to keep the existing allocations in place.  
24 Pavich Disclosure at 4. 
25 Id. at 4-5. 
26 Bates Nos. GOV0000958-59. 
27 Defendant’s response to plaintiffs’ interrogatory no. 27. 
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or exclusion of certain costs and Reclamation’s current position regarding whether those 

costs should be included or excluded from the proportionality calculation” were:28 

• Benefits (SCRB) used in the Final Cost Allocation Study (CAS): NOT
APPLICABLE

• Fish & Wildlife Enhancement costs: EXCLUDED
• Pacific NW-Pacific SW Intertie (PACI) owned by WAPA: EXCLUDE
• Water distribution systems (repayment contracts): INCLUDE
• San Felipe Unit costs: INCLUDE
• Repayment obligations -- USACE (included in water rates): INCLUDE
• WAPA retired assets (included in water rates): INCLUDE
• Direct Assign – Safety of Dams costs (15% reimbursable share):

INCLUDE
• Folsom Safety of Dams not in repayment (not currently allocated):

INCLUDE
• CVPIA-authorized construction costs (not currently allocated): INCLUDE
• Interest During Construction: INCLUDE
• Capitalized OM&R/Replacements (after FY-13): INCLUDE

34. For reasons I explained above and in my affirmative report, post hoc adjustments are

inappropriate. The damages in this case should reflect the charges that plaintiffs would have

paid had the Bureau applied proportionality during the damages period based on then-extant

data and the cost allocation studies and policies in effect at the time.

35. I intended (as stated in my affirmative report) to comment here on the Government’s specific

adjustments. But the Government’s disclosures do not discuss most of the categories as to

which the Government changed its position from Joint Exhibit 2. While spreadsheets

produced in discovery allow us to quantify the amounts included or excluded, neither the

discovery nor the Government’s disclosures describe the nature of the facilities or costs at

issue or the basis for the Government’s decision to treat the costs differently in its damage

calculations than it did in its historical cost allocations and Joint Exhibit 2. The

Government’s failure to explain and support its modifications to the historical cost

allocations is an independent reason to reject them.

36. The post hoc adjustment that had the biggest dollar impact on the Government’s damages

calculations was the removal of the capital costs of CVP water distribution systems and San

28 Id. In this interrogatory response, the words “include,” “exclude,” and “not applicable” refer to whether Joint 
Exhibit 2 and response to interrogatory no. 25 included the costs in water and/or power users’ allocations for CVP 
repayment. The categories excerpted above are those for which the Government adopted the opposite treatment in 
developing its damages calculation. 
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Felipe “out of basin” facilities. Those costs were included historically among the costs 

allocated to water users, and were included in the allocations used to develop the ten-year 

rolling averages in Joint Exhibit 2. The removed costs collectively amount to more than 

$600 million. For example, the Government removed $294,967,305 of water distribution 

system costs and $329,860,459 of San Felipe costs from the amounts allocated to water users 

in the Bureau’s annual allocation spreadsheet for fiscal year 2015. The exact amounts vary 

from year to year, but are similar in magnitude. The removal of these costs significantly 

affected the Government’s damages calculation. I estimate that adding back only these costs 

(restoring them to their original treatment) would increase the Government’s computed 

damages to an amount that approximates our damages calculation. 

37. The exclusion of these costs is a departure from practice during the damages period. In its 

2001 cost allocation study,29 the Bureau explained the prevailing treatment of local water 

distribution systems and other “single-purpose” facilities: “These facilities are included in the 

CVP cost allocation because Reclamation is responsible for collections under provisions of 

the repayment contracts. Their costs are allocated to the water supply purpose and then set 

aside in a separate repayment contract category.”30 Tables ES-1, ES-2, and ES-3 of that 

report illustrate the treatment. Table ES-1 shows the “Plant-in-Service Total Cost in Existing 

Allocation” for M&I Water Users of $436.5 million and Irrigation Water Users in the amount 

of $1,476.2 billion.31 Tables ES-2 and ES-332 show the breakdown of those totals. In each 

case, the table excludes “Repayment Contracts for Distributions Systems” from the 

“subtotals” used in setting water service contracts rates, an exclusion that makes sense 

because the amounts are being recovered under other contracts. But tables ES-2 and ES-3 

include those costs when computing the totals that are carried into Table ES-1 stating the 

“Total Cost in Existing Allocation” for M&I and Irrigation Water Users.   

 
29 Bureau of Reclamation, Central Valley Project Cost Allocation Study (2001), 
https://www.usbr.gov/mp/cvp/docs/cost_alloc_study_fnl/cost_alloc_full_doc_05-2001.pdf (2001 CAS). 
30 2001 CAS at III-2, Bates No. GOV0000636. See also Central Valley Project California, Reallocation of CVP 
costs FY1969-70, Bates Nos. GOV00000189, GOV0000208, GOV0000210, GOV0000214, GOV0000222, 
GOV0000232-33, GOV0000251, and GOV0000264. 
31 2001 CAS at ES-5, Bates No. GOV0000617. 
32 Id. at ES-6, Bates No. GOV0000618. 
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38. In 2001, the Bureau considered a proposal to exclude “local distribution facilities that are

subject to repayment contracts” from the specific cost totals used to allocate joint costs,33 but

declined to adopt it. The Bureau concluded that were no “compelling reasons” to adopt the

proposed alternative allocation method.34 Instead, the Bureau decided that the existing

allocation was “the preferred allocation alternative,” which the Bureau would “continue to

use . . . for CVP plant-in-service allocations.”35

39. Dr. Taylor’s rationale for excluding these costs from the Government’s calculations here

amounts to a claim that the historical treatment was wrong and was corrected in the 2020 cost

allocation study.36 Even if that were correct, the 2020 study applies prospectively and affects

CVP water rates, M&R charges, and repayment obligations beginning with fiscal year 2021.

It does not purport to change retroactively the cost allocations that were previously in effect,

nor does it justify modifying those historical cost allocations retroactively for purposes of

calculating damages.

40. Dr. Taylor appears to base his recommendation in part on Business Practice Guidelines

(BPGs) considered by the Government in 1993, but never implemented. Those BPGs did

suggest that water distribution systems be excluded from the percentages, and Dr. Taylor

points to the BPGs as apparent support for excluding distribution system costs as part of the

percentage used for CVPIA purposes. Dr. Taylor has not cited the authority relied upon for

this methodology change, but instead stated “the thought process utilized in the development

of the 1975 cost allocation update was not consistent with how this information should be

used and that individual contractor indebtedness to the federal government should not be

considered when looking at project cost recovery.”37 But rather than supporting his position,

I read Dr. Taylor’s disclosure as admitting that his adjustment was not implemented during

the damages period.38

33 See Id. at IV-7, IV-10, Bates Nos. GOV0000649, GOV0000652. 
34 Id. at VII-2, Bates No. GOV0000687. 
35 Id. at ES-5, Bates No. GOV0000617. 
36 See Taylor Disclosure at 4. 
37 Id. at 4. 
38 Even if those guidelines had been implemented, the passage to which Dr. Taylor seems to be referring would have 
provided for the exclusion of “distribution and drainage” facilities constructed or financed for the “exclusive use of 
individual Water Contractors.” See Joint Exhibit 6 at 28 n.18 (Bureau of Reclamation, Title 34 Public Law 102-575, 
Central Valley Improvement Act, Central Valley Project - California, Revised Interim Guidelines: Restoration Fund 
Payments and Charges, 28 n.18 (1993), https://www.usbr.gov/mp/cvp/docs/cvpia_revised_interim_guidelines.pdf)). 
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41. To recap the chronology, there have been two parallel timelines: one involving CVP cost 

allocation and the other involving proportional CVPIA charges. For CVP cost allocation, 

distribution system and San Felipe costs have been included and allocated to water users 

since at least the 1970s. In 1993, the Bureau proposed to exclude distribution system costs 

from the CVPIA proportionality calculations, but never finalized or implemented that 

provision. In the 2001 CVP cost allocation study, the Bureau considered excluding the 

distribution system costs and separating them from the CVP cost allocation, but decided not 

to do so. In the 2020 CVP cost allocation study, the Bureau took the step it considered but 

declined to take in 2001. The Bureau is applying the 2020 study to CVP rates prospectively, 

beginning with 2021 rates, but here relies on the study to justify removing distribution 

system costs from the historical CVP cost allocations for purposes of calculating damages. I 

disagree with that step.

42. Dr. Taylor contends that “[w]hen Reclamation relies on the ‘CVP cost allocation’” to 

establish proportional M&R charges “it is the SCRB, and not the whole allocation, that 

reflects the appropriate allocation to use.”39 As he observes, there are $3.9 billion of plant-in-

service costs identified in the CVP for final cost allocation, but of that amount only

$2.2 billion had to be allocated using the SCRB method because the remainder had 

prescribed cost assignments. Id. The distribution system costs are among those with 

prescribed cost assignments; they are to be repaid by the relevant water contractors under 

repayment contracts between the United States and the contractors.

43. I disagree with Dr. Taylor’s contention that the CVPIA proportionality calculations should 

take into account only the subset of costs that are allocated to water or power users by the 

SCRB method and should exclude costs allocated to those users by other means. The 

CVPIA’s proportionality provision refers to water and power users’ “respective allocations 

for [CVP] repayment” (CVPIA § 3407(d)(2)(A)) and does not distinguish among costs 

attributable to water and power users based on how they have been allocated or whether they 

had prescribed cost assignments. Nor does it distinguish among costs based on whether they 

are payable by all water or power users or sub-allocated to a subset of them. Focusing only 

Even if it had been put into effect, this would not have justified the exclusion of the costs of San Felipe out of basin 
facilities serving more than one contractor.   
39 Taylor Disclosure at 3. 
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on those costs that are allocated using the SCRB process captures only a portion of the costs 

for which water or power users are responsible and is, from an accounting standpoint, unduly 

narrow.  

44. Dr. Taylor states that “[r]eliance on the allocation as a whole mixes multiple allocation 

processes and the result is hodge-podge.”40 Again I disagree. Using multiple allocation 

processes to allocate costs is not uncommon. To the contrary, multiple process cost 

allocations are commonly utilized to achieve the fundamental requirement for a cost 

allocation: to causally link the allocable cost to the activity or cost objective to which the 

costs are allocated. Different cost types often have different causal connections to the cost 

objectives to which they are allocated and, as a result, must be allocated using different 

allocation processes. The end result of a multiple process allocation is to identify and 

accumulate the total cost of cost objectives. The sum of the direct (separable) and indirect or 

allocable costs is the total cost of a cost objective (project or purpose). I agree with Dr. 

Taylor when he states “[t]he sum of the separable and joint cost allocated to each purpose 

becomes the total cost for each purpose ….”41 The multiple process allocation achieves the 

objective of fully recovering the total cost of the process. 

45. Dr. Taylor also seems to suggest that the distribution facilities (and, presumably, the San 

Felipe “out of basin” facilities) are in some sense outside of and not really part of the CVP.42  

However, Dr. Taylor’s approach is contrary to decades of historical practice including the 

costs of these facilities within the CVP cost allocation process, and is contrary to the 2020 

study’s acknowledgement that the costs “remain part of the overall CAS.”43 Additionally, 

counsel informs me that Congress included as an authorized purpose of the CVP the 

“construction under the provisions of the Federal reclamation laws of such distribution 

systems as the Secretary of the Interior deems necessary”44 and listed such systems among 

 
40 Id. at 3. 
41 Id. at 3. 
42 See Taylor Disclosure at 5 ( “Ultimately, what constitutes the water and power users’ respective allocations for 
repayment of the Central Valley Project has been determined in the CVP final cost allocation. First, the CVP is 
defined to extend to the point where the CVP water or power is transferred to the contractor.”); id. (asserting that 
recovery of the costs of the distribution system is “repayment by the water and power contractor for their business 
and not the CVP”). 
43 2020 CAS at 19. 
44 54 Stat. 1198, 1200 (Oct. 17, 1940). 
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the “principal” works of the CVP.45 Dr. Taylor’s departure takes an approach that is 

inconsistent with the Bureau’s historical practice.  

46. Dr. Taylor further appears to suggest that distribution system costs should be removed from 

the allocations used to establish proportional M&R charges because the costs will be repaid 

pursuant to individual repayment contracts rather than through water service rates.46 But the 

CVPIA’s proportionality provision focuses on whether costs are allocated to water users or 

power users, not the particular mechanism used to accomplish repayment. Repayment 

contracts and water service contracts are two means of recovering CVP costs that contractors 

must repay. To prevent double counting, it is appropriate to deduct repayment contract 

amounts from the total allocations to isolate the remainder that must be recovered through 

water service contracts. But that rate-setting step does not remove the costs from water’s total 

allocation of CVP costs. See Tables ES-1, ES-2, and ES-3 of the 2001 CAS report. 

47. Dr. Taylor also alludes to the fact that some distribution systems were built by water 

contractors with funds borrowed from the United States and not by the United States itself.47 

That may be, but it is not clear why it should matter for purposes of the damages calculation 

in this case. Regardless of who built them, all of the facilities at issue are owned by the 

United States and were built for delivery of CVP water, financed by the United States with 

funds that the contractors must repay, and the Bureau historically included the costs in water 

users’ CVP cost allocations during the damages period. 

48. Finally, Dr. Taylor appears to suggest that water distribution system costs should be excluded 

from the CVP cost allocation as a matter of equity because power contractors’ electric 

distribution system costs are not included.48 But this overlooks a crucial difference. Power 

contractors financed the construction of their own distribution systems, so there is no federal 

repayment obligation to include in or exclude from the CVP cost allocation. In short, power 
 

45 Public Law 86-488, 74 Stat. 156 (1960); Public Law 90-72, 81 Stat. 173 (1967). 
46 Taylor Disclosure at 5 (“CVP Ratesetting Policies make it clear that when a feature (isolated or out of basin) 
benefits only a contractor (or group of contractors) that the costs will not be shared by all CVP contractors. To 
include investment for some contractors and not for others does not result in a fair or equitable proportion of what 
CVP costs are allocated to a project purpose.”); Defendant response to interrogatory no. 19 (“Water distribution 
systems, including San Felipe Unit costs that are covered under repayment contracts, are excluded from the CVPIA 
proportionality percentages.”). 
47 Taylor Disclosure at 5. 
48 E.g., Taylor Disclosure at 5: “In many ways, distribution systems are similar to power lines providing electricity 
to homes and businesses.”; Bates No. GOV0001056-57 (“To assure equivalency and equitable treatment of water 
and commercial power investments when determining allocation percentages between the two functions for the 
purposes of allocating CVPIA costs, it is appropriate to only consider allocating the costs of main CVP facilities.”). 

Appx0098

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 101 of 597



 
 

 

16 
 

contractors and water contractors are differently situated in this respect, so it is not 

inequitable to treat them differently.  

V. DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

49. The list of documents, data or other information I considered in conjunction with this report 

can be found in Attachment I. 

VI. CONCLUSIONS 

50. The Government’s retroactive application of the 2020 CAS is inappropriate and inconsistent 

with the cost allocations performed using the methodologies applicable during the damages 

period.  

51. The Government’s exclusion of certain costs (e.g., water distribution systems and San Felipe, 

out of basin) from the allocation process is contrary to the treatment of these costs during the 

damages period. 

52. The Government has failed to identify and establish fully the basis for the cost adjustments 

they have made. 

53. The Government’s adjustments are inappropriate. 

54. The Government’s expert disclosures do not contain any data or information that would alter 

the damages amount included in my affirmative report. 

 

 

________________________________        September 13, 2021   
Wiley R. Wright, III           Date 
Senior Managing Director
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Documents, Data or Other Information Considered 
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DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

 
1. Expert Disclosure of Spencer Walden 
2. Expert Disclosure of Dr. William (Bill) J. Taylor 
3. Expert Disclosure of Steve Pavich 
4. 54 Stat 1198, 1200 (October 17, 1940) 
5. Public Law 86-488, 74 Stat. 156 (1960) 
6. Public Law 90-72, 81 Stat. 173 (1967)  
7. All documents, data, or other information identified in Attachment II to my affirmative 

report. 
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1 
 

I. INTRODUCTION AND SCOPE OF WORK 

1. My name is Wiley R. Wright, III. I have been retained by the plaintiffs in this case—

Northern California Power Agency (NCPA) and the Cities of Redding, Roseville, and Santa 

Clara, California—to provide my opinions concerning the methods and data to use to 

compute damages in this case. I also have been asked to perform and present the necessary 

damage calculations.  

2. For my analysis and testimony, I will be compensated at my usual hourly rate of $350. 

3. The Cities of Redding, Roseville, and Santa Clara are members of NCPA, and in this report I 

refer to the plaintiffs collectively as NCPA. 

4. I issued an affirmative report in this matter on August 12, 2021 that set forth my opinions 

regarding the methods and data used to compute damages in this case, presented my 

calculation of damages and included a discussion of the Central Valley Project, the Central 

Valley Project Improvement Act, and the issues in the current litigation (affirmative report). 

In the affirmative report, I calculated damages using the historically applicable 

proportionality percentages set forth in a joint trial exhibit already in evidence and 

corresponding percentages produced in discovery for later years. As a check, I also 

calculated damages using proportionality percentages I derived directly from annual cost 

allocation spreadsheets that the Bureau prepared during the damages period. 

5. After issuing my affirmative report, I discovered a formula error in the alternative damages 

calculation models. This report includes the correction to the damages amounts using the 

alternative method set forth in my affirmative report.  

II. EXPERT QUALIFICATIONS AND PREVIOUS TESTIMONY 

6. My qualifications and experience, including a copy of my resume, were addressed and 

included in my affirmative report.  

7. I am responsible for the services performed and the opinions given herein and have 

personally rendered or reviewed the analysis performed by the members of our staff with 

respect to them. Use of the words “I”, “my”, “we”, and “our” throughout this report means 

myself and the BDO professionals working under my direction and supervision. 
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8. All work performed by BDO was completed in accordance with the American Institute of 

Certified Public Accountants (AICPA) Statement on Standards for Forensic Services.1  These 

standards require, in part, that the practitioner obtain sufficient relevant data to afford a 

reasonable basis for conclusions or recommendations in relation to any professional services 

provided. I have done so for the work performed and opinions expressed herein.  

9. The documents, data and information that I considered in performing my analysis are the 

types of documents, data and information that experts in my field typically consider and rely 

upon in performing similar damages engagements.    

III. SUMMARY OF OPINIONS 

Correction of alternative quantification of damage amounts 

10. As reflected in my affirmative report, I quantified Plaintiffs’ damages for the period fiscal 

year (FY) 2008 through FY 2020 by comparing the actual amounts they paid to the amounts 

they should have paid during the damages period applying proportionality. My damages 

calculations were presented in my affirmative report. Subsequent to the issuance of my 

affirmative report, I identified formula errors in an Excel worksheet I used to develop my 

damages calculations using then-contemporaneous annual cost allocations for both the no lag 

and two-year lag approaches. The formula errors had no impact on my calculations of 

damages using Joint Exhibit 2 and interrogatory response 25 presented in my affirmative 

report; those amounts remain unchanged.    

IV. BASES FOR OPINIONS 

11. As I explained in my August 12, 2021 affirmative report, this is an overcharge case. Under 

the Central Valley Project Improvement Act (CVPIA), the United States imposes charges—

called “mitigation and restoration” (M&R) payments—on contractors that receive water or 

electric power from the Central Valley Project (CVP or Project). The CVPIA requires that, to 

the greatest degree practicable, M&R charges be collected from water and power contractors 

in the same proportion measured over a ten-year rolling average as their respective 

 
 

1 Statement on Standards for Forensic Services (SSFS) No. 1 (FS sec. 100). 
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allocations of responsibility to repay CVP costs. The United States, however, did not abide 

by that limitation and instead imposed disproportionate charges upon the plaintiffs and other 

power contractors. In my affirmative report, I quantified the proportionate amounts that the 

United States should have charged plaintiffs during the relevant period and the 

disproportionate excess that it actually charged them, which the Government should pay as 

damages. 

12. In my report, I calculated what the United States should have charged by using the 

proportionality percentages set forth in Joint Exhibit 2—an exhibit the parties jointly 

sponsored during the 2018 trial to show the ten-year rolling average of water and power 

contractors’ repayment allocations through FY 2015. See Jan. 17, 2018 Tr. at 322:23–323:12. 

For later years, I used percentages provided by the Government in response to plaintiffs’ 

interrogatory 25, which asked the Government for percentages calculated on the same basis 

as Joint Exhibit 2 covering the ten-year periods 2007–2016 through 2011–2020.2 I explained 

that these percentages reflected the cost allocations actually in effect during the damages 

period, and were the least speculative percentages to use in calculating damages. 

13. As a check, I also performed damages calculations using proportionality percentages I 

derived directly from CVP cost allocation spreadsheets that the Government prepared 

annually during the damages period. See paragraphs 63–67 & schedules 2 and 4 of my 

August 12, 2021 affirmative report. Using these percentages, schedule 2 compared plaintiffs’ 

actual payments to what they would have been had power’s M&R payment been proportional 

to water’s CVPIA payments for the same year. Schedule 4 estimated damages as if power’s 

M&R payments had been proportional to water’s CVPIA payments two years earlier. 

14. Subsequent to the issuance of my affirmative report of August 12, 2021, I noted an error in 

the calculations and resulting damages estimate based on these then-contemporaneous annual 

spreadsheets. The errors were due to (1) a formula that carried through an entire column of 

totals, (2) one of the ten-year rolling averages incorrectly included 11 years of costs, and 

(3) a typographical error of the commercial power input for 2015. The cumulative result of 

 
 

2 As explained in my August 12, 2021 affirmative report, the Government provided data through FYs 2010–2019, 
and asserted that cost allocation data for 2020 was not yet available. In my damage calculations, when 
proportionality percentages for FY 2020 were required, I held the percentages constant from 2019 to 2020.  

Appx0106

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 109 of 597



NORTHERN CALIFORNIA POWER AGENCY, ET AL. 
v. 

THE UNITED STATES 
 

4 
 

these errors changed the ten-year rolling average percentages which impacted the total 

damage amounts. The no lag damage amount decreased by $54,950 as compared to the 

amount that was in my affirmative report. The two-year lag damage amount increased by 

$195,525 as compared to the amount reflected in my affirmative report.    

15. I have attached to this supplemental report amended versions of schedules 2 and 4 reflecting 

my corrected calculations. Schedules 1 and 3 remain unchanged, and represent my opinion 

about the damages the defendant owes using proportionality percentages from Joint Exhibit 2 

and interrogatory 25. The tables below summarize the changed and unchanged damage 

amounts: 

No lag 

Damages using Joint 
Exhibit 2 and 

Interrogatory 25 
(unchanged) 
[Schedule 1] 

Damages presented in 
affirmative report using then-
contemporaneous annual cost 

allocations 
[Schedule 2] 

Damages using then-
contemporaneous annual cost 

allocations, as recalculated 
 

[Amended Schedule 2] 

$81,872,385 $82,231,012 $82,176,062 

 

Two-year lag 

Damages using Joint 
Exhibit 2 and 

Interrogatory 25 
(unchanged) 
[Schedule 3] 

Damages presented in 
affirmative report using then-
contemporaneous annual cost 

allocations  
[Schedule 4] 

Damages using then-
contemporaneous annual cost 

allocations, as recalculated 
 

[Amended Schedule 4] 

$85,990,156 $85,962,400 $86,157,925 

16. For the reasons explained in my August 12, 2021 affirmative report, the amount calculated in 

schedule 1—$81,872,385—is the amount I believe the court should award as damages. 

V. DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

17. The list of documents, data or other information I considered in conjunction with this report 

can be found in Attachment I. 
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VI. CONCLUSIONS 

18. Except as noted above, the conclusions set forth in my August 12, 2021 affirmative report 

remain unchanged.  

 

________________________________        September 10, 2021   
Wiley R. Wright, III           Date 
Senior Managing Director
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DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

 

Docket Filings: 

1. 2015.01.20 Defendant’s Motion to Dismiss & Appendix 
2. 2015.04.01 Plaintiffs’ Opposition to Defendant’s Motion to Dismiss 
3. 2015.05.08 Defendant’s Reply to Plaintiffs’ Opposition to Defendant’s Motion to Dismiss 
4. 2016.09.27 Amended Complaint 
5. 2016.10.14 Defendant’s Answer to Amended Complaint 
6. 2017.12.05 Defendant’s Motion in Limine to Exclude Testimony 
7. 2017.12.13 Plaintiffs’ Response to Defendant’s Motion in Limine to Exclude Witness Testimony 
8. 2017.12.20 Order Denying Motion in Limine 
9. 2017.12.29 Stipulation of Agreed-Upon Facts 
10. 2018.04.02 Defendant’s Post-Trial Brief 
11. 2018.04.02 Plaintiff’s Proposed Findings of Fact and Conclusions of Law 
12. 2018.05.04 Defendant’s Response Brief 
13. 2018.05.04 Plaintiffs’ Response Brief 
14. 2019.03.29 Corrected Brief of Defendant 
15. 2015.06.29 Order on Defendant’s Motion to Dismiss 
16. 2018.07.30 United States Court of Federal Claims Opinion 
17. 2018.07.31 United States Court of Federal Claims Judgment 
18. 2019.11.06 United States Court of Appeals for the Federal Circuit, Opinion 
19. 2020.05.07 Joint Preliminary Status Report filed by Plaintiffs 
20. 2018.01.05 Defendant’s Amended Exhibit List 
21. 2019.04.25 Federal Circuit Appendix 
22. 2018.12.17 NCPA Initial Brief 
23. 2019.03.29 Government Brief 
24. 2019.04.18 NCPA Reply Brief 

Court of Federal Claims Trial Exhibits: 

1. Defendant’s Exhibits (Labeled DX01-DX27) 
2. 2017.10.30 Joint Trial Exhibits List 
3. Joint Exhibits (Labeled JTX001-JTX049) 
4. 2017.10.31 Corrected Plaintiffs’ Trial Exhibit List 
5. Plaintiffs’ Exhibits (Labeled PTX 001- PTX479) 

Transcripts and Related Materials: 

1. 2015.07.02 Telephonic Status Conference 
2. 2018.01.03 Pretrial Conference (Telephonic) Transcript 
3. 2018.01.16 Trial Volume 1 (1-246) 
4. 2018.01.17 Trial Volume 2 (247-499) 
5. 2018.01.18 Trial Volume 3 (500 – 736) 
6. 2018.01.19 Trial Volume 4 (737 – 977) 
7. 2018.01.22  Trial Volume 5 (978-1218) 
8. 2018.01.23 Trial Volume 6 (1219-1457) 
9. 2018.01.24 Trial Volume 7 (1458-1734) 
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10. 2018.01.25 Trial Volume 8 (1735-1878) 
11. 2018.06.01 Trial Volume 9 Closing Arguments (1879-1952) 
12. 2018.05.08 Cumulative Index 

Bates-Numbered Documents: 

1. DEF-PROD00127021 to DEF-PROD00127073 
2. DEF-PROD00188929 
3. DEF-PROD00188930 
4. PL_REMAND_00000345 to PL_REMAND_00000347 
5. GOV000001 to GOV0001023 
6. GOV001029 to GOV0003695 
7. GOV003697 to GOV0005811 

Other Discovery Documents: 

1. Defendant’s Second Set of Interrogatories and Second Set of Requests for Production of 
Documents  

2. Plaintiffs’ Responses to Defendant’s Second Set of Interrogatories 
3. Plaintiffs’ Responses to Defendant’s Second Set of Document Requests 
4. Plaintiffs’ Third Set of Interrogatories 
5. Plaintiffs’ Fourth Set of Interrogatories 
6. Plaintiffs’ Fifth Set of Interrogatories 
7. Defendant’s Second Supplemental Response to Plaintiffs’ First Set of Interrogatories to the 

Defendant 
8. Defendant’s Responses to Plaintiffs’ Second Set of Interrogatories 
9. Defendant’s Responses to Plaintiffs’ Third Set of Interrogatories 
10. Defendant’s Responses to Plaintiffs’ Fourth Set of Interrogatories 
11. Defendant’s Responses to Plaintiffs’ Fifth Set of Interrogatories 
12. Plaintiffs’ Third Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
13. Plaintiffs’ Fourth Set of Requests for Production of Documents, Electronically Stored 

Information, and Tangible Things 
14. Plaintiffs’ Fifth Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
15. Plaintiffs’ Sixth Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
16. Government’s Responses to Plaintiffs’ Fourth Set of Requests for the Production of Documents 
17. Government’s Responses to Plaintiffs’ Fifth Set of Requests for the Production of Documents 
18. Government’s Responses to Plaintiffs’ Sixth Set of Requests for the Production of Documents 
19. Government’s Amended Responses to Plaintiffs’ Third Set of Requests for Production of 

Documents  

Other Items: 

1. 2019.11.21 CVPIA Business Practice Guidelines 
2. 2019.11.21 CVPIA Handout Final 
3. 2019.08.16 CVPIA Reclamation Meeting Croffsets 
4. 2019.11.21 CVPIA - True-Up_Nov_Stakeholder-Mtg_FINAL 
5. 2017.09.14 CVPIA Croffsets Workshop Final 
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6. 2021.04.21 NCPA Power Overpayment 2008 – 2020 with No Lag (Final with Friant) 
7. 2021.04.21 NCPA Power Overpayment 2008 – 2020 with 2 Year Lag (Final with Friant) 
8. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant) 
9. 2021.04.21 NCPA Power Overpayment 2008 – 2015 no Lag (No Friant) 
10. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant) 
11. 2021.04.21 NCPA Power Overpayment 2008 - 2017 with 2 Year Lag (No Friant) 
12. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with No Lag (with Friant) 
13. 2021.04.21 NCPA Power Overpayment 2008 - 2017 with No Lag (No Friant) 
14. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant), as updated 
15. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant), as updated 
16. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant), as updated 
17. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant), as updated  
18. GAO Report to the Ranking Minority Member, Committee on Resources, House of 

Representatives, “Information on Allocation and Repayment of Costs of Constructing Water 
Projects,” GAO/RCED-96-109, July 1996.  

19. GAO Testimony Before the Subcommittee on Water and Power Resources, Committee on 
Resources, House of Representatives, “Reclamation Law and the Allocation of Construction 
Costs for Federal Water Projects,” GAO/T-RCED-97-150, May 1997. 

20. Toni Rae Linenberger for the Bureau of Reclamation, Pacific Northwest-Pacific Southwest 
Intertie, 1997, Reformatted, re-edited, and re-printed by Andrew H. Gahan in 2013.   

21. Reclamation Policy Manual, Water-Related Contracts and Charges – General Principles and 
Requirements, PEC P05. 

22. Central Valley Project Improvement Act, Pub. L. No. 102-575, 106 Stat. 4727-28 (1992) 
23. State of WAPA’s Assets, Winter 2021 
24. 2020.12.04 Fiscal Year 2020 Actuals – Restoration Fund Letter 
25. Ratebooks Irrigation 2003-1998 
26. Ratebooks M&I 2003-1998 
27. Interior Letter for Future Power Payments 
28. NCPA FY2020 Audited Financial Statement 
29. Discussions with Mr. Jerry Toenyes, Consultant to NCPA 
30. Discussions with Ms. Lena Perkins, Senior Resources Planner & Manager, Program for Emerging 

Technologies, City of Palo Alto 
31. NCPA_FY2020_Audited_Financial_Statement 
32. Government-Produced Spreadsheet with filename: CVPIA Croffset Alloc 

Scenarios_Fy18_updated_revised_R 
33. 2021.06.21 Damages to NCPA – 2 year lag 
34. 2021.06.21 Damages to 2008 – 2020 with No Lag 
35. CVPIA Collections 2008-2020 document 
36. Copy of NCPA member BR Share 
37. Federal Defendants’ Motion to Dismiss, Case No. 3:20-cv-05630 (D. N. Cal. 2020). 
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Schedule 1

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          42,050,295          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.924% 11,620,566        
2007 42,885,000          37,337,486          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.089% 9,842,320          
2008 43,938,000          27,378,379          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.388% 7,475,602          19,535,485         7,752,091        -                      7,752,091        
2009 45,306,000          25,447,505          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.681% 7,298,593          27,237,496         10,808,410      -                      10,808,410      
2010 45,567,000          37,328,175          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.056% 11,172,980        (491,386)            (194,992)          -                      (194,992)          
2011 46,467,000          40,504,786          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.661% 11,851,239        9,109,214           3,614,727        -                      3,614,727        
2012 46,953,000          44,263,353          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.244% 12,365,287        8,497,346           3,371,925        -                      3,371,925        
2013 48,963,000          30,445,382          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.794% 8,661,429          8,742,845           3,469,345        -                      3,469,345        
2014 49,956,000          14,589,574          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.402% 4,070,746          30,249,907         12,003,798      -                      12,003,798      
2015 50,361,000          9,753,177            40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 26.006% 2,706,726          37,682,971         -                      15,953,915      15,953,915      
2016 51,024,000          23,409,573          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.580% 7,094,454          33,860,444         -                      14,335,564      14,335,564      
2017 51,135,000          40,121,530          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.130% 12,536,321        13,510,676         -                      5,720,042        5,720,042        
2018 52,359,000          52,765,216          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.690% 17,133,900        (7,236,942)         -                      (3,063,918)       (3,063,918)       
2019 53,151,000          53,666,371          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 28.240% 17,692,357        13,086,384         -                      5,540,409        5,540,409        
2020 54,548,000          39,581,290          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 28.240% 12,949,129        6,049,219           -                      2,561,070        2,561,070        
Total 723,827,000$      518,642,091$      351,697,526$    364,170,443$    98,688,743$      715,867,970$    814,556,713$         154,471,648$    199,833,660$     40,825,305$    41,047,081$    81,872,385$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling Average Capital CVP Percentages (JTX2/Interrogatory 25)
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag

CVPIA 3407 Actual Collections (8):
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Amended Schedule 2

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          41,909,000          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.715% 11,479,271        
2007 42,885,000          37,316,164          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.052% 9,820,998          
2008 43,938,000          27,362,327          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.351% 7,459,551          19,551,537         7,758,460        -                      7,758,460        
2009 45,306,000          25,432,246          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.644% 7,283,335          27,252,754         10,814,465      -                      10,814,465      
2010 45,567,000          37,305,703          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.020% 11,150,508        (468,914)            (186,075)          -                      (186,075)          
2011 46,467,000          40,459,134          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.591% 11,805,586        9,154,866           3,632,843        -                      3,632,843        
2012 46,953,000          44,215,113          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.172% 12,317,046        8,545,587           3,391,068        -                      3,391,068        
2013 48,963,000          30,442,083          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.787% 8,658,130          8,746,144           3,470,653        -                      3,470,653        
2014 49,956,000          14,585,355          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.382% 4,066,527          30,254,126         12,005,472      -                      12,005,472      
2015 50,361,000          9,744,950            40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 25.947% 2,698,499          37,691,198         -                      15,957,398      15,957,398      
2016 51,024,000          23,388,911          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.523% 7,073,792          33,881,106         -                      14,344,312      14,344,312      
2017 51,135,000          40,090,715          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.081% 12,505,506        13,541,491         -                      5,733,088        5,733,088        
2018 52,359,000          52,727,002          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.645% 17,095,686        (7,198,728)         -                      (3,047,740)       (3,047,740)       
2019 53,151,000          53,392,739          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 27.925% 17,418,725        13,360,016         -                      5,656,257        5,656,257        
2020 54,548,000          39,381,017          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 27.925% 12,748,856        6,249,492           -                      2,645,860        2,645,860        
Total 723,827,000$      517,752,459$      351,697,526$    364,170,443$    98,688,743$      715,867,970$    814,556,713$         153,582,016$    200,560,674$     40,886,888$    41,289,175$    82,176,062$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling Average Capital CVP Percentages 
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag, as Recomputed

CVPIA 3407 Actual Collections (8):
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Schedule 3

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          39,809,669          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.924% 9,379,939          
2007 42,885,000          38,250,246          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.089% 10,755,080        
2008 43,938,000          31,523,343          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.388% 11,620,566        15,390,521         6,107,282        -                      6,107,282        
2009 45,306,000          27,991,232          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.681% 9,842,321          24,693,768         9,799,006        -                      9,799,006        
2010 45,567,000          33,630,797          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.056% 7,475,602          3,205,992           1,272,205        -                      1,272,205        
2011 46,467,000          35,952,141          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.661% 7,298,593          13,661,859         5,421,312        -                      5,421,312        
2012 46,953,000          43,071,046          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.244% 11,172,980        9,689,653           3,845,058        -                      3,845,058        
2013 48,963,000          33,635,192          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.794% 11,851,239        5,553,035           2,203,561        -                      2,203,561        
2014 49,956,000          22,884,115          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.402% 12,365,287        21,955,366         8,712,350        -                      8,712,350        
2015 50,361,000          15,707,880          40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 26.006% 8,661,429          31,728,268         -                      13,432,860      13,432,860      
2016 51,024,000          20,385,865          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.580% 4,070,746          36,884,152         -                      15,615,717      15,615,717      
2017 51,135,000          30,291,935          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.130% 2,706,726          23,340,271         -                      9,881,617        9,881,617        
2018 52,359,000          42,725,770          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.690% 7,094,454          2,802,504           -                      1,186,502        1,186,502        
2019 53,151,000          48,510,335          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 28.240% 12,536,321        18,242,420         -                      7,723,330        7,723,330        
2020 54,548,000          43,766,061          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 28.240% 17,133,900        1,864,448           -                      789,355           789,355           
Total 723,827,000$      508,135,626$      351,697,526$    364,170,444$    98,688,744$      715,867,970$    814,556,713$         143,965,182$    209,012,258$     37,360,775$    48,629,382$    85,990,156$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling  Average Capital CVP Percentages (JTX2/Interrogatory 25)
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag

CVPIA 3407 Actual Collections (8):
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Amended Schedule 4

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power 

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          39,809,669          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.715% 9,379,939          
2007 42,885,000          38,250,246          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.052% 10,755,080        
2008 43,938,000          31,382,047          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.351% 11,479,271        15,531,817         6,163,351        -                      6,163,351        
2009 45,306,000          27,969,909          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.644% 9,820,998          24,715,091         9,807,467        -                      9,807,467        
2010 45,567,000          33,614,746          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.020% 7,459,551          3,222,043           1,278,574        -                      1,278,574        
2011 46,467,000          35,936,883          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.591% 7,283,335          13,677,117         5,427,367        -                      5,427,367        
2012 46,953,000          43,048,574          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.172% 11,150,508        9,712,125           3,853,975        -                      3,853,975        
2013 48,963,000          33,589,539          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.787% 11,805,586        5,598,688           2,221,677        -                      2,221,677        
2014 49,956,000          22,835,874          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.382% 12,317,046        22,003,607         8,731,493        -                      8,731,493        
2015 50,361,000          15,704,581          40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 25.947% 8,658,130          31,731,567         -                      13,434,257      13,434,257      
2016 51,024,000          20,381,646          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.523% 4,066,527          36,888,371         -                      15,617,503      15,617,503      
2017 51,135,000          30,283,708          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.081% 2,698,499          23,348,498         -                      9,885,100        9,885,100        
2018 52,359,000          42,705,108          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.645% 7,073,792          2,823,166           -                      1,195,250        1,195,250        
2019 53,151,000          48,479,520          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 27.925% 12,505,506        18,273,235         -                      7,736,376        7,736,376        
2020 54,548,000          43,727,847          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 27.925% 17,095,686        1,902,662           -                      805,534           805,534           
Total 723,827,000$      507,719,898$      351,697,526$    364,170,444$    98,688,744$      715,867,970$    814,556,713$         143,549,454$    209,427,986$     37,483,905$    48,674,020$    86,157,925$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling  Average Capital CVP Percentages 
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag, as Recomputed

CVPIA 3407 Actual Collections (8):
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I. INTRODUCTION AND SCOPE OF WORK 

1. My name is Wiley R. Wright, III. I have been retained by the plaintiffs in this case—Northern 

California Power Agency (NCPA) and the Cities of Redding, Roseville, and Santa Clara, 

California—to provide my opinions concerning the methods and data to use to compute 

damages in this case. I also have been asked to perform and present the necessary damage 

calculations.  

2. For my analysis and testimony, I will be compensated at my usual hourly rate of $350. 

3. The Cities of Redding, Roseville, and Santa Clara are members of NCPA, and in this report I 

refer to the plaintiffs collectively as NCPA. 

4. I issued an affirmative report in this matter on August 12, 2021 that set forth my opinions 

regarding the methods and data used to compute damages in this case, presented my calculation 

of damages and included a discussion of the Central Valley Project, the Central Valley Project 

Improvement Act, and the issues in the current litigation (affirmative report). In the affirmative 

report, I calculated damages using the historically applicable proportionality percentages set 

forth in a joint trial exhibit already in evidence and corresponding percentages produced in 

discovery for later years. As a check, I also calculated damages using proportionality 

percentages I derived directly from annual cost allocation spreadsheets that the Bureau 

prepared during the damages period. 

5. After issuing my affirmative report, I discovered a formula error in the alternative damages 

calculation models. On September 10, 2021, I issued a supplemental report that corrected the 

damages amounts using the alternative method set forth in my affirmative report.  

6. In my August 12 and September 10 reports, I computed the alternative damages amount using 

proportionality percentages derived from two series of spreadsheets produced by the 

Government in discovery. In this second supplemental report, I am providing two additional 

sets of alternative damages calculations as a further check on the damages amounts I calculated 

using proportionality percentages from Joint Exhibit 2 and Interrogatory 25.  

7. These further calculations do not change—in fact, they reinforce—my recommended damages 

award based on the proportionality percentages shown in Joint Exhibit 2 and the defendant’s 

response to plaintiffs’ interrogatory 25. As shown below, the supplemental alternative damages 

calculations are not materially different from each other, from my corrected alternative 
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calculation, or from the damages calculated using the percentages from Joint Exhibit 2 and the 

response to Interrogatory 25. This provides further support that the estimates based on Joint 

Exhibit 2 and Interrogatory 25 are reasonable.  

II. EXPERT QUALIFICATIONS AND PREVIOUS TESTIMONY 

8. My qualifications and experience, including a copy of my resume, were addressed and included 

in my affirmative report.  

9. I am responsible for the services performed and the opinions given herein and have personally 

rendered or reviewed the analysis performed by the members of our staff with respect to them. 

Use of the words “I”, “my”, “we”, and “our” throughout this report means myself and the BDO 

professionals working under my direction and supervision. 

10. All work performed by BDO was completed in accordance with the American Institute of 

Certified Public Accountants (AICPA) Statement on Standards for Forensic Services.1  These 

standards require, in part, that the practitioner obtain sufficient relevant data to afford a 

reasonable basis for conclusions or recommendations in relation to any professional services 

provided. I have done so for the work performed and opinions expressed herein.  

11. The documents, data and information that I considered in performing my analysis are the types 

of documents, data and information that experts in my field typically consider and rely upon 

in performing similar damages engagements.    

III. SUMMARY OF OPINIONS 

12. In this report, I provide additional alternative damages calculations as a further check on my 

recommended damages award, which is based on proportionality percentages set forth in Joint 

Exhibit 2 and the defendant’s response to plaintiffs’ interrogatory 25. These additional 

calculations use percentages I derived from Excel workbooks produced by the defendant in 

discovery. My earlier alternative calculations used percentages derived from one set of 

workbooks for certain years and percentages derived from the other set for other years. Each 

 
 

1 Statement on Standards for Forensic Services (SSFS) No. 1 (FS sec. 100). 
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set of additional calculations provided here uses percentages derived from a single set of 

workbooks. 

13.  The additional alternative damage estimates provided here do not differ materially from each 

other, from my earlier alternative calculation, or from my damage estimates based on Joint 

Exhibit 2 and the response to Interrogatory 25. 

14. After considering the results of all these analyses, I continue to recommend that damages be 

calculated using proportionality percentages from Joint Exhibit 2 and Interrogatory 25, as set 

forth in my earlier reports. 

IV. BASES FOR OPINIONS 

15. As I explained in my August 12, 2021 affirmative report, this is an overcharge case. Under the 

Central Valley Project Improvement Act (CVPIA), the United States imposes charges—called 

“mitigation and restoration” (M&R) payments—on contractors that receive water or electric 

power from the Central Valley Project (CVP or Project). The CVPIA requires that, to the 

greatest degree practicable, M&R charges be collected from water and power contractors in 

the same proportion measured over a ten-year rolling average as their respective allocations of 

responsibility to repay CVP costs. The United States, however, did not abide by that limitation 

and instead imposed disproportionate charges upon the plaintiffs and other power contractors. 

In my affirmative report, I quantified the proportionate amounts that the United States should 

have charged plaintiffs during the relevant period and the disproportionate excess that it 

actually charged them, which the Government should pay as damages. 

16. In my affirmative report, I calculated what the United States should have charged by using the 

proportionality percentages set forth in Joint Exhibit 2—an exhibit the parties jointly sponsored 

during the 2018 trial to show the ten-year rolling average of water and power contractors’ 

repayment allocations through FY 2015. See Jan. 17, 2018 Tr. at 322:23–323:12. For later 

years, I used percentages provided by the Government in response to plaintiffs’ interrogatory 

25, which asked the Government for percentages calculated on the same basis as Joint 
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Exhibit 2 covering the ten-year periods fiscal year (FY) 2007–2016 through FY 2011–2020.2 

I explained that these percentages reflected the cost allocations actually in effect during the 

damages period, and were the least speculative percentages to use in calculating damages. 

17. As a check, I also performed damages calculations using proportionality percentages I derived 

directly from CVP cost allocation spreadsheets that the Government prepared annually during 

the damages period. See paragraphs 63–67 & schedules 2 and 4 of my August 12, 2021 

affirmative report. Using these percentages, Schedule 2 compared plaintiffs’ actual payments 

to what they would have been had power’s M&R payment been proportional to water’s CVPIA 

payments for the same year. Schedule 4 estimated damages as if power’s M&R payments had 

been proportional to water’s CVPIA payments two years earlier. 

18. Subsequent to the issuance of my affirmative report of August 12, 2021, I noted an error in the 

calculations and resulting damages estimate based on these then-contemporaneous annual 

spreadsheets. In my September 10 supplemental report, I corrected those errors and amended 

versions of Schedules 2 and 4 reflecting my corrected calculations. I explained that Schedules 

1 and 3, based on Joint Exhibit 2 and Interrogatory 25, remained unchanged and continued to 

represent my opinion about the damages the defendant owes using proportionality percentages 

from Joint Exhibit 2 and Interrogatory 25. 

19. Both my August 12 and September 10 reports computed the alternative damages amount using 

proportionality percentages derived from two series of spreadsheets produced by the 

Government in discovery. As explained in paragraphs 64 and 65 of my August 12 report, I 

used the croffset spreadsheet series (GOV00041300-GOV0004153) for the years up to and 

including FY 2015 and for FY 2019. For FYs 2016 through 2018, I used corresponding data 

from another spreadsheet series produced by the Government (GOV0001074-GOV0001098). 

I used the second series for 2016 through 2018 because the Government—in its response to 

plaintiffs’ request number 6–4 for the production of documents—identified those workbooks 

as the source data for its response to interrogatory number 25. 

 
 

2 As explained in my August 12, 2021 affirmative report, the Government provided data through FYs 2010–2019, 
and asserted that cost allocation data for FY 2020 was not yet available. In my damage calculations, when 
proportionality percentages for FY 2020 were required, I held the percentages constant from FY 2019 to FY 2020.  
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20. In this second supplemental report, I am providing two additional sets of alternative damages 

calculations as a further check on the damages amounts I calculated using proportionality 

percentages from Joint Exhibit 2 and Interrogatory 25. Like my earlier alternative calculations, 

these further calculations are based on the annual spreadsheets that the Government prepared 

during the damages period and produced in discovery. They differ from my earlier alternative 

calculations in that each uses proportionality percentages derived from only a single set of 

workbooks showing the historical allocations. 

21. Attachment II to this report includes an Excel workbook that sets forth my estimated damages 

calculations based on proportionality percentages from the CVPIA Croffset Allocation 

Scenarios (See Schedule 2A) and from the Annual Update of Interim Plant in Service Cost 

Allocation Studies (See Schedule 2B). Each of these estimates is based on calculating power 

mitigation and restoration payments proportional to water contractor CVPIA payments for the 

same year (no lag method). The results are: 

No lag 

Damages computed using CVPIA 
Croffset Allocation Scenarios 

Damages computed using Annual Update 
of Interim Cost Allocation Study 

$82,598,260 $81,974,066 

 

22. The foregoing summary shows that none of the alternative no lag calculations are materially 

different from each other or from the damages estimate based on Joint Exhibit 2 and 

Interrogatory 25 as presented in Schedule 1 to my affirmative report of August 12, 20213.  

23. Attachment II to this report also includes an Excel workbook that sets forth corresponding 

analyses based on calculating power M&R payments proportional to water contractor CVPIA 

payments two years earlier (two-year lag method). The results of those analyses are: 

Two-year lag 

Damages computed using CVPIA 
Croffset Allocation Scenarios 

(Schedule 4A) 

Damages computed using Annual Update 
of Interim Cost Allocation Study 

(Schedule 4B) 

$86,344,548 $86,162,609 

 
 

3 Damages computed on a no lag basis based on Joint Exhibit 2 and Interrogatory No. 25 : $81,872,385. 
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24. This summary shows that none of the alternative two-year lag calculations are materially 

different from each other or from the corresponding damages estimate based on Joint Exhibit 2 

and Interrogatory 25 as presented in Schedule 3 to my affirmative report of August 12, 20214. 

25. Attachment III to this report demonstrates graphically the minimal variation between the 

damages calculations presented in my affirmative and supplemental reports and the  alternative 

calculations presented in this second supplemental report.   

V. DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

26. The list of documents, data or other information I considered in conjunction with this report 

can be found in Attachment I. 

VI. CONCLUSIONS 

27. Based on these analyses, I continue to recommend damages computed using the no lag method 

and based on the proportionality percentages provided by the Government in Joint Exhibit 2 

and its response to Interrogatory 25.  

28. The conclusions set forth in my previous reports report remain unchanged.  

 

 

________________________________      November 15, 2021   
Wiley R. Wright, III           Date 
Senior Managing Director
  

 
 

4 Damages computed on a two-year lag basis based on Joint Exhibit 2 and Interrogatory No. 25: $85,990,156. 
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DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

 
1. Supplemental Expert Disclosure – Dr. William Taylor 
2. Supplemental Expert Disclosure – Mr. Steve Pavich 
3. All documents, data, or other information identified in Attachment II to my affirmative 

report, and Attachment I to my supplemental report of September 10, 2021 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

Appx0127

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 130 of 597



 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

ATTACHMENTS II  
 
 

Schedules 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appx0128

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 131 of 597



Schedule 2A

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          41,909,000          13,488,271       30,429,729       10,953,565       43,918,000       54,871,565           24.582% 21.715% 11,479,271       
2007 42,885,000          37,316,164          5,366,834         27,495,166       7,220,078         32,862,000       40,082,078           13.390% 22.052% 9,820,998         
2008 43,938,000          27,362,327          27,011,088       19,902,777       6,012,734         46,913,864       52,926,598           51.035% 22.351% 7,459,551         19,551,537        7,758,460       -                      7,758,460       
2009 45,306,000          25,432,246          34,536,089       18,148,911       6,731,823         52,685,000       59,416,823           58.125% 22.644% 7,283,335         27,252,754        10,814,465     -                      10,814,465     
2010 45,567,000          37,305,703          10,681,594       26,155,195       11,132,008       36,836,789       47,968,797           22.268% 23.020% 11,150,508       (468,914)            (186,075)         -                      (186,075)         
2011 46,467,000          40,459,134          20,960,452       28,653,548       9,582,862         49,614,000       59,196,862           35.408% 23.591% 11,805,586       9,154,866          3,632,843       -                      3,632,843       
2012 46,953,000          44,215,113          20,862,633       31,898,066       6,740,140         52,760,699       59,500,839           35.063% 24.172% 12,317,046       8,545,587          3,391,068       -                      3,391,068       
2013 48,963,000          30,442,083          17,404,274       21,783,953       4,488,185         39,188,227       43,676,412           39.848% 24.787% 8,658,130         8,746,144          3,470,653       -                      3,470,653       
2014 49,956,000          14,585,355          34,320,653       10,518,828       1,435,723         44,839,481       46,275,204           74.166% 25.382% 4,066,527         30,254,126        12,005,472     -                      12,005,472     
2015 50,361,000          9,744,950            40,389,697       7,046,451         654,906            47,436,148       48,091,054           83.986% 25.947% 2,698,499         37,691,198        -                      15,957,398     15,957,398     
2016 51,024,000          23,363,483          40,954,898       16,315,119       3,281,374         57,270,017       60,551,391           67.637% 26.453% 7,048,364         33,906,534        -                      14,355,077     14,355,077     
2017 51,135,000          39,996,100          26,046,997       27,585,209       6,086,804         53,632,206       59,719,010           43.616% 26.932% 12,410,891       13,636,106        -                      5,773,145       5,773,145       
2018 52,359,000          52,406,243          9,896,958         35,631,316       9,112,356         45,528,274       54,640,630           18.113% 27.268% 16,774,927       (6,877,969)         -                      (2,911,939)      (2,911,939)      
2019 53,151,000          53,071,491          30,778,741       35,974,014       8,983,617         66,752,755       75,736,373           40.639% 27.552% 17,097,476       13,681,265        -                      5,792,264       5,792,264       
2020 54,548,000          39,145,840          18,998,348       26,632,161       6,272,566         45,630,509       51,903,075           36.604% 27.552% 12,513,679       6,484,669          -                      2,745,427       2,745,427       
Total 723,827,000$      516,755,232$      351,697,526$   364,170,443$   98,688,743$     715,867,970$   814,556,713$        152,584,789$   201,557,901$    40,886,888$   41,711,372$   82,598,260$   

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling Average Capital CVP Percentages 
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag, Croffset Allocation Scenarios

CVPIA 3407 Actual Collections (8):
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Schedule 2B

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          41,884,305          13,488,271       30,429,729       10,953,565       43,918,000       54,871,565           24.582% 21.679% 11,454,576       
2007 42,885,000          37,295,231          5,366,834         27,495,166       7,220,078         32,862,000       40,082,078           13.390% 22.015% 9,800,065         
2008 43,938,000          27,346,716          27,011,088       19,902,777       6,012,734         46,913,864       52,926,598           51.035% 22.314% 7,443,940         19,567,148        7,764,655       -                      7,764,655       
2009 45,306,000          25,417,264          34,536,089       18,148,911       6,731,823         52,685,000       59,416,823           58.125% 22.608% 7,268,353         27,267,736        10,820,410     -                      10,820,410     
2010 45,567,000          37,283,195          10,681,594       26,155,195       11,132,008       36,836,789       47,968,797           22.268% 22.985% 11,128,000       (446,406)            (177,143)         -                      (177,143)         
2011 46,467,000          40,459,134          20,960,452       28,653,548       9,582,862         49,614,000       59,196,862           35.408% 23.591% 11,805,586       9,154,866          3,632,843       -                      3,632,843       
2012 46,953,000          44,215,113          20,862,633       31,898,066       6,740,140         52,760,699       59,500,839           35.063% 24.172% 12,317,046       8,545,587          3,391,068       -                      3,391,068       
2013 48,963,000          30,442,083          17,404,274       21,783,953       4,488,185         39,188,227       43,676,412           39.848% 24.787% 8,658,130         8,746,144          3,470,653       -                      3,470,653       
2014 49,956,000          14,587,514          34,320,653       10,518,828       1,435,723         44,839,481       46,275,204           74.166% 25.392% 4,068,686         30,251,967        12,004,616     -                      12,004,616     
2015 50,361,000          9,750,912            40,389,697       7,046,451         654,906            47,436,148       48,091,054           83.986% 25.990% 2,704,461         37,685,236        -                      15,954,874     15,954,874     
2016 51,024,000          23,403,862          40,954,898       16,315,119       3,281,374         57,270,017       60,551,391           67.637% 26.564% 7,088,743         33,866,155        -                      14,337,982     14,337,982     
2017 51,135,000          40,116,030          26,046,997       27,585,209       6,086,804         53,632,206       59,719,010           43.616% 27.121% 12,530,821       13,516,176        -                      5,722,370       5,722,370       
2018 52,359,000          52,760,087          9,896,958         35,631,316       9,112,356         45,528,274       54,640,630           18.113% 27.684% 17,128,771       (7,231,813)         -                      (3,061,747)      (3,061,747)      
2019 53,151,000          53,649,997          30,778,741       35,974,014       8,983,617         66,752,755       75,736,373           40.639% 28.221% 17,675,982       13,102,759        -                      5,547,341       5,547,341       
2020 54,548,000          39,569,305          18,998,348       26,632,161       6,272,566         45,630,509       51,903,075           36.604% 28.221% 12,937,144       6,061,204          -                      2,566,144       2,566,144       
Total 723,827,000$      518,180,750$      351,697,526$   364,170,443$   98,688,743$     715,867,970$   814,556,713$        154,010,307$   200,086,756$    40,907,103$   41,066,963$   81,974,066$   

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling Average Capital CVP Percentages 
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag, Interim CAS Update

CVPIA 3407 Actual Collections (8):
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Schedule 4A

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power 

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000         39,809,669          13,488,271       30,429,729       10,953,565       43,918,000       54,871,565           24.582% 21.715% 9,379,939         
2007 42,885,000         38,250,246          5,366,834         27,495,166       7,220,078         32,862,000       40,082,078           13.390% 22.052% 10,755,080       
2008 43,938,000         31,382,047          27,011,088       19,902,777       6,012,734         46,913,864       52,926,598           51.035% 22.351% 11,479,271       15,531,817        6,163,351       -                      6,163,351       
2009 45,306,000         27,969,909          34,536,089       18,148,911       6,731,823         52,685,000       59,416,823           58.125% 22.644% 9,820,998         24,715,091        9,807,467       -                      9,807,467       
2010 45,567,000         33,614,746          10,681,594       26,155,195       11,132,008       36,836,789       47,968,797           22.268% 23.020% 7,459,551         3,222,043          1,278,574       -                      1,278,574       
2011 46,467,000         35,936,883          20,960,452       28,653,548       9,582,862         49,614,000       59,196,862           35.408% 23.591% 7,283,335         13,677,117        5,427,367       -                      5,427,367       
2012 46,953,000         43,048,574          20,862,633       31,898,066       6,740,140         52,760,699       59,500,839           35.063% 24.172% 11,150,508       9,712,125          3,853,975       -                      3,853,975       
2013 48,963,000         33,589,539          17,404,274       21,783,953       4,488,185         39,188,227       43,676,412           39.848% 24.787% 11,805,586       5,598,688          2,221,677       -                      2,221,677       
2014 49,956,000         22,835,874          34,320,653       10,518,828       1,435,723         44,839,481       46,275,204           74.166% 25.382% 12,317,046       22,003,607        8,731,493       -                      8,731,493       
2015 50,361,000         15,704,581          40,389,697       7,046,451         654,906            47,436,148       48,091,054           83.986% 25.947% 8,658,130         31,731,567        -                      13,434,257     13,434,257     
2016 51,024,000         20,381,646          40,954,898       16,315,119       3,281,374         57,270,017       60,551,391           67.637% 26.453% 4,066,527         36,888,371        -                      15,617,503     15,617,503     
2017 51,135,000         30,283,708          26,046,997       27,585,209       6,086,804         53,632,206       59,719,010           43.616% 26.932% 2,698,499         23,348,498        -                      9,885,100       9,885,100       
2018 52,359,000         42,679,680          9,896,958         35,631,316       9,112,356         45,528,274       54,640,630           18.113% 27.268% 7,048,364         2,848,594          -                      1,206,015       1,206,015       
2019 53,151,000         48,384,905          30,778,741       35,974,014       8,983,617         66,752,755       75,736,373           40.639% 27.552% 12,410,891       18,367,850        -                      7,776,433       7,776,433       
2020 54,548,000         43,407,088          18,998,348       26,632,161       6,272,566         45,630,509       51,903,075           36.604% 27.552% 16,774,927       2,223,421          -                      941,334          941,334          
Total 723,827,000$     507,279,096$      351,697,526$   364,170,444$   98,688,744$     715,867,970$   814,556,713$        143,108,652$   209,868,788$    37,483,905$   48,860,643$   86,344,548$   

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling  Average Capital CVP Percentages 
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag, Croffset Allocation Scenarios

CVPIA 3407 Actual Collections (8):
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Schedule 4B

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power 

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000         39,809,669          13,488,271       30,429,729       10,953,565       43,918,000       54,871,565           24.582% 21.679% 9,379,939         
2007 42,885,000         38,250,246          5,366,834         27,495,166       7,220,078         32,862,000       40,082,078           13.390% 22.015% 10,755,080       
2008 43,938,000         31,357,353          27,011,088       19,902,777       6,012,734         46,913,864       52,926,598           51.035% 22.314% 11,454,576       15,556,511        6,173,150       -                      6,173,150       
2009 45,306,000         27,948,977          34,536,089       18,148,911       6,731,823         52,685,000       59,416,823           58.125% 22.608% 9,800,065         24,736,024        9,815,774       -                      9,815,774       
2010 45,567,000         33,599,135          10,681,594       26,155,195       11,132,008       36,836,789       47,968,797           22.268% 22.985% 7,443,940         3,237,654          1,284,769       -                      1,284,769       
2011 46,467,000         35,921,900          20,960,452       28,653,548       9,582,862         49,614,000       59,196,862           35.408% 23.591% 7,268,353         13,692,100        5,433,313       -                      5,433,313       
2012 46,953,000         43,026,066          20,862,633       31,898,066       6,740,140         52,760,699       59,500,839           35.063% 24.172% 11,128,000       9,734,633          3,862,907       -                      3,862,907       
2013 48,963,000         33,589,539          17,404,274       21,783,953       4,488,185         39,188,227       43,676,412           39.848% 24.787% 11,805,586       5,598,688          2,221,677       -                      2,221,677       
2014 49,956,000         22,835,874          34,320,653       10,518,828       1,435,723         44,839,481       46,275,204           74.166% 25.392% 12,317,046       22,003,607        8,731,493       -                      8,731,493       
2015 50,361,000         15,704,581          40,389,697       7,046,451         654,906            47,436,148       48,091,054           83.986% 25.990% 8,658,130         31,731,567        -                      13,434,257     13,434,257     
2016 51,024,000         20,383,805          40,954,898       16,315,119       3,281,374         57,270,017       60,551,391           67.637% 26.564% 4,068,686         36,886,212        -                      15,616,589     15,616,589     
2017 51,135,000         30,289,670          26,046,997       27,585,209       6,086,804         53,632,206       59,719,010           43.616% 27.121% 2,704,461         23,342,535        -                      9,882,576       9,882,576       
2018 52,359,000         42,720,059          9,896,958         35,631,316       9,112,356         45,528,274       54,640,630           18.113% 27.684% 7,088,743         2,808,215          -                      1,188,919       1,188,919       
2019 53,151,000         48,504,835          30,778,741       35,974,014       8,983,617         66,752,755       75,736,373           40.639% 28.221% 12,530,821       18,247,920        -                      7,725,659       7,725,659       
2020 54,548,000         43,760,932          18,998,348       26,632,161       6,272,566         45,630,509       51,903,075           36.604% 28.221% 17,128,771       1,869,577          -                      791,526          791,526          
Total 723,827,000$     507,702,643$      351,697,526$   364,170,444$   98,688,744$     715,867,970$   814,556,713$        143,532,199$   209,445,241$    37,523,083$   48,639,526$   86,162,609$   

(1) Actual 3407(d) Restoration Fund Collections from Water and Power
(2) Actual Power M&R as a Percent of Total Power & Water M&R
(3) Power's 10-Year Rolling  Average Capital CVP Percentages 
(4) Power M&R Obligation Proportional to (Water M&R + Other Water)
(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)
compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet
which agree to percentages used by the Government in GOV0000002

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag, Interim CAS Update 

CVPIA 3407 Actual Collections (8):

Appx0132
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Legend 
Data Label Damages Data Sources Report (Schedule Number) Damages Amount 

A JX2/Interrogatory No. 25 Affirmative (Sch. 1)  $  81,872,385 
B Then Contemporaneous Supplemental (Amended Sch. 2) 82,176,062 
C Croffset Allocation Scenarios Second Supplemental (Sch. 2A) 82,598,260 
D Interim CAS Update Second Supplemental (Sch. 2B) 81,974,066 
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Comparison 1: Damages - No Lag
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Legend 
Data Label Damages Data Sources Report (Schedule Number) Damages Amount 

A JX2/Interrogatory No. 25 Affirmative (Sch. 3)  $  85,990,156 
B Then Contemporaneous Supplemental (Amended Sch. 4) 86,157,925 
C Croffset Allocation Scenarios Second Supplemental (Sch. 4A) 86,344,548 
D Interim CAS Update Second Supplemental (Sch. 4B) 86,162,609 
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BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of 
the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms.

EXPERIENCE
Wiley Wright is a Senior Managing Director and BDO’s Practice Leader of the Construction 
& Environmental Solutions Group. Mr. Wright specializes in providing expert witness and 
forensic accounting services to governmental agencies, private law firms, construction 
contractors, and government contractors.

Mr. Wright’s work includes change order pricing and reviews, contract compliance 
reviews, preparation and evaluation of requests for equitable adjustment and/or claims 
for damages, fraud and false claims investigations, assessing the adequacy of accounting 
systems and indirect cost rate methodologies of governmental agencies, piercing the 
corporate veil analysis, lost profit damages expert testimony on specific damage and 
cost accounting issues, accounting system design and review, cost allowability and 
allocability determinations under federal cost principles, defective pricing reviews, 
contract termination pricing assistance, Qui Tam matters financial and accounting 
analysis, and forensic accounting investigations.

Mr. Wright has testified as an expert witness before numerous state and Federal courts, 
Boards of Contract Appeals, in domestic and international arbitration, and has 
participated in numerous mediations. Mr. Wright has provided expert testimony in over 
one hundred fifty matters.

In addition to his litigation and expert witness services, Mr. Wright has over forty years 
of experience consulting on construction and government contract matters. With respect 
to construction projects, Mr. Wright has significant experience with: Airports, Oil and 
Gas Facilities and Pipelines, Bridges and Tunnels, Industrial Facilities, Power Plants, 
Military and Commercial Launch Facilities, Waste Water Treatment Facilities, Jails and 
Prisons, Stadiums, Aqueducts, Subway and Transit, and Highways and Roads. Mr. Wright 
was a Partner with mid-sized public accounting firms in the Washington, DC area prior to 
BDO and was involved in providing audit, tax, and consulting services to clients in a 
variety of industries, including a heavy concentration in the government contracts and 
construction industries. He was responsible for performing and supervising audits, 
financial statement presentation, internal control reviews, and interaction with 
regulatory agency auditors.

WWright@bdo.com

1910 Towne Centre Blvd.
Suite 250
Annapolis, MD 21401

Tel: 410-336-9866

www.bdo.com

WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions
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Mr. Wright co-authored a chapter entitled “Damages in Construction Arbitrations” 
included in Global Arbitration Review’s 2016 book The Guide to Damages in International
Arbitration. Mr. Wright also co-authored a chapter entitled “Types of Financial Reports 
and Opinions Issued by CPAs and Applicable Professional Standards” included in the 2010
book published by the American Bar Association – Forum on the Construction Industry 
titled Construction Accounting – A Guide for Attorneys and Other Professionals. Mr. 
Wright coauthored an article published in the Maryland Association of Certified Public 
Accountants’ CPA Statement entitled  "Professional Standards Applicable to Litigation 
Support.“

He has taught courses and given presentations on financial and economic damages before 
a variety of professional groups, including the Colorado Society of Certified Public
Accountants, the American Bar Association and the Virginia Bar Association.

Mr. Wright is a CPA and is a graduate of George Mason University.

LISTING OF EXPERT TESTIMONY

WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

United States of America Charles George Trucking 
Co., et al

United States District 
Court for the District of 
Massachusetts

AWM Enterprises, Inc. Noell, Inc. Fairfax County, VA, Circuit
Court

United States of America Scott’s Liquid Gold United States District 
Court, Colorado
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WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

United States of America Broderick Investment 
Company, Tom H. 
Connolly, as Trustee, and 
Burlington Northern 
Railroad Company

United States District 
Court for the District of 
Colorado

United States of America Atlantic Richfield 
Company

Alternative Dispute 
Resolution

United States of America Atlantic Richfield 
Company

United States District 
Court for the Eastern 
District of Texas

Aerojet-General Corp United States Air Force Armed Services Board of
Contract Appeals

United States of America Salvors, Inc., et al United States District 
Court, Florida

Noell, Inc. Los Angeles Department of 
Water and Power

Superior Court of 
California

W.R. Mollohan, Inc., et al Fru-Con Construction 
Corp. et al

United States District 
Court, West Virginia

United States of America Findett Corporation United States District 
Court, Missouri

United States of America DICO, Inc. United States District 
Court, Missouri

Golden Bay Fence Co. Ray Wilson Co Superior Court of 
California, American
Arbitration Association

Joe Amaral Mechanical Clark Construction United States District 
Court, Northern District of 
California

Dillingham Construction County of Los Angeles Superior Court of 
California

United States of America ASARCO, Inc. United States District 
Court, Idaho
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WILEY R. WRIGHT, III CPA
Senior Managing Director
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PLAINTIFF DEFENDANT FORUM

United States of America Montrose Chemical Co. United States District
Court, California

United States of America
and the State of Colorado

Robert M. Friedland, et al. United States District 
Court, District of Colorado

United States of America Chrysler Corporation, Ford 
Motor Company, et al.

United States District 
Court, Northern District of 
Ohio

E.I. Dupont United States of America United States District 
Court, New Jersey

United States of America Tug ALLIE B, et al. United States District 
Court, Southern District of 
Florida

United States of America Sprague Energy, et al. United States District 
Court, North Carolina

Kiewit Construction United States of America United States Court of 
Federal Claims

United States of America Gurley Refining Co. United States District 
Court, Arkansas

United States of America W.R. Grace, et al United States District 
Court,
Montana

Miami Dade County United States of America United States District 
Court, Florida

Information Systems &
Networks Corporation

United States of America United States Federal 
Court of Claims

U.S.F.G. Dick Barton Malow, et al. United States District 
Court, District of Columbia

Carol AuClair Anteon Corporation Fairfax County, Virginia 
Circuit Court

United States of America Mallinckrodt Inc., et al United States District 
Court, District of Missouri

United States of America ASARCO, Inc United States District 
Court, Idaho
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PLAINTIFF DEFENDANT FORUM

Morrison Knudson 
International, Inc./ 
Contrak International, Inc.
J.V.

National Organization for 
Potable Water and 
Sanitary Drainage

International Commercial 
Arbitration

Hewlett Packard Telecom Egypt International Commercial 
Arbitration

Lighthouse Electric, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Kirby Electric, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

W.G. Tomko, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

C&M Contracting, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Oldcastle Precast, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Macgregor Industries Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

United States of America Jay James Jackson, et al. United States District 
Court, District of Nebraska

Jackson 2000 LLC, et al. American Geotech, Inc., 
et al.

United States District 
Court, Southern
District of Ohio – Eastern 
Division

United States of America RSR Corporation, et al. United States District 
Court, Washington

United States of America Dominick Manzo, et al. United States District 
Court for the District of 
New Jersey

East Coast Glass Systems Pohl, Inc. United States District 
Court, Eastern District of 
Virginia

Gates of McLean 
Condominium

Gates of McLean
Development, LLC

Circuit Court of Fairfax 
County
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WILEY R. WRIGHT, III CPA
Senior Managing Director
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PLAINTIFF DEFENDANT FORUM

Basic Management, Inc. United States of America United States District 
Court, District of Nevada

United States of America Newmont USA Limited and
Dawn Mining Company, 
LLC

United States District 
Court, Eastern District of 
Washington

Clairton Slag, Inc. Commonwealth of
Pennsylvania, Department 
of General Services

Board of Claims, 
Commonwealth of
Pennsylvania

Lumbermens Mutual 
Casualty

United States of America United States of Court of 
Federal Claims

Sierra Club, et al., and
United States of America

MasTec North America United States District 
Court District of Oregon

Raytheon Aircraft 
Company

United States of America United States District 
Court, District of Kansas at 
Kansas City

PEC Commonwealth of 
Pennsylvania, Department 
of General Services

Board of Claims, 
Commonwealth of
Pennsylvania

Eisenhower Residential, 
L.P., et al.

Hoffman Family, L.L.C., et 
al.

Circuit Court for the City 
of Alexandria, Virginia

Maryland Economic
Development Corporation

Place/Structures, LLC et 
al.

Circuit Court for Prince
Georges County, Maryland

Travelers Casualty and 
Surety Company, as 
Administrator for Reliance 
Insurance Company

Dormitory Authority –
State of New York, TDX 
Construction, Corp. and 
Kohn Pederson Fox 
Associates, P.C.

United States District 
Court
Southern District of New 
York

L.K. Comstock & 
Company, Inc.

Thales Transport & 
Security Inc.

United States District 
Court
Eastern District of New 
York

The Mayor and Council of
Rockville, Maryland

Macris, Hendricks &
Glascock, P.A.

Circuit Court for 
Montgomery County, 
Maryland

Data Computer 
Corporation of America

United States of America United States Court of
Federal Claims
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PLAINTIFF DEFENDANT FORUM

United States of America Sunoco, Inc. US District Court Eastern 
District of Pennsylvania

TDY Holdings, LLC and
TDY Industries, Inc.

United States of America, 
United States Department 
of Defense and Robert M. 
Gates in his official 
capacity as Secretary of 
Defense

United States District 
Court
Southern District of 
California

RSC Tower I, LLC, et al Camalier Limited 
Partnership

Circuit Court for Circuit 
Court for Montgomery 
County, Maryland

SM Electric Stone & Webster 
Constructing, Inc.

American Arbitration 
Association

Environment International 
Ltd.

Chemonics International Arbitration

Evansville Greenway and
Remediation Trust

Southern Indiana Gas and
Electric Company, Inc. et 
al., and General Waste 
Products et al.

United States District 
Court
Southern District of 
Indiana Evansville Division

United States of America General Electric Company United States District 
Court for the District of 
New Hampshire

American Bridge 
Co./Edward Kraemer & 
Sons, Inc. Joint Venture

PDM Bridge, LLC American Arbitration
Association

Samuel Ecker Chugach McKinley, Inc.,
Lorton Contracting Co.Inc.
and Samuel Hernandez

Circuit Court for 
Montgomery County,
Maryland

United States of America Washington State 
Department of 
Transportation

United States District 
Court,
Western District of 
Washington

New York University
Hospitals Center

HRH Construction LLC U.S. Bankruptcy Court,
Southern District of New 
York
Adv. Pro.
No. 10-0824 (SHL)
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PLAINTIFF DEFENDANT FORUM

Nu-West Mining, Inc. and
Nu-West Industries, Inc.

United States of America United States District 
Court
District of Idaho

United States of America
and California Department 
of Toxic Substances 
Control

Sterling Centrecorp, Inc.
Stephen P. Elder, and 
Elder Development, Inc.

United States District 
Court
Eastern District of 
California

RD Rockville, LLC
RD Rockville Garage, LLC

The Mayor and Council of
Rockville

Circuit Court for 
Montgomery County,
Maryland

Horn & Associates, Inc United States of America United States Court of 
Federal Claims

United States of America Federal Resources
Corporation; Blum Real 
Estate Trust; and Bentley 
J. Blum in his capacity
as Trustee of the Blum 
Real Estate Trust

United States District 
Court of Idaho

LCM Energy Solutions United States of America United States Court of 
Federal Claims
Case No. 1:12-CV-321-TCW

Lockheed Martin Corp. United States of America United States District 
Court for the District of 
Columbia
Case No. 1:08-CV-01160-
ESH

HCLUB Investors Parc Vendome 
Condominiums

JAMS Arbitration

American Bridge Company Commonwealth of Virginia 
– Virginia Department of
Transportation

In The Circuit Court For 
The County of Accomack, 
Virginia
No. 13CL341

United States of America Emhart Industries, Inc., et 
al.

United States District 
Court for the District of 
Rhode Island
Case No. 11-023S
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PLAINTIFF DEFENDANT FORUM

South Carolina Electric &
Gas Company

Consortium of 
Westinghouse
Electric Company LLC and
Stone & Webster, Inc.

V.C. Summer Dispute 
Review
Board
Dispute No. 001-2016

United States of America
and the State of Wisconsin

NCR Corporation, et al. United States District 
Court for the Eastern 
District of Wisconsin 
Green Bay Division

Montgomery County,
Maryland et al.

Parsons Brinckerhoff, et 
al.

Circuit Court for 
Montgomery
County, Maryland

State of Alaska and City of 
North Pole (Consolidated
Plaintiffs)

Williams Alaska 
Petroleum, Inc., The 
Williams Companies, Inc., 
Flint Hills Resources 
Alaska, LLC, and Flint 
Hills Resources, LLC.

Superior Court for the 
State of Alaska, Fourth 
Judicial District at 
Fairbanks

Maintenance Enterprises,
LLC 

Orascom E&C USA Inc. International Chamber of 
Commerce – International 
Court of Arbitration

PPG Industries, Inc. United States of America, 
et al.

United States District 
Court for the District of 
New Jersey

United States of America CMS Energy Corporation, 
et al.

United States District 
Court for the Western 
District of Michigan

Maintenance Enterprises, 
LLC

Orascom E&C USA, Inc. 
and Iowa Fertilizer 
Company, LLC

United States District 
Court for the Southern 
District of Iowa 
Davenport Division

City of Lincoln United States of America, 
United States Department 
of the Air Force, United 
States General Services 
Administration, and Does
1 through 100

United States District 
Court for the Eastern 
District of California
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PLAINTIFF DEFENDANT FORUM

SNC-Lavalin Inc. Saskatchewan Power 
Corporation

Arbitration (Canada)

Manolis Painting, Inc. Maryland State Highway 
Administration

Maryland State Board of 
Contract Appeals

Mid-Atlantic Arena, LLC City of Virginia Beach Circuit Court of the City of 
Virginia Beach

O’Connor Corporation Iberdrola Energy Projects, 
Inc.

American Arbitration 
Association – International 
Centre for Dispute 
Resolution

United States of America Dayton Industrial Drum, 
Inc. and Sunoco, Inc.

United States District 
Court for the Southern 
District of Ohio Western 
Division

ECC International, LLC U.S. Army Corps of 
Engineers

Armed Services Board of 
Contract Appeals

United States of America Land O’Lakes, Inc. and 
Cushing Oklahoma 
Brownfields, LLC

United States District 
Court for the Western 
District of Oklahoma

Yuanda Canada 
Enterprises LTD.

Walsh Construction/ 
Bondfield Partnership, 
Walsh Construction 
Company Canada, 
Bondfield Construction 
Company Limited and 
Women’s College Hospital

Ontario Superior Court of 
Justice

United States of America 
and State of California

Montrose Chemical Corp. 
of California, et al.

United States District 
Court Central District of 
California, Western 
Division

Philips Lighting North 
America Corporation

Washington Metropolitan 
Area Transit Authority

Armed Services Board of 
Contract Appeals

United States of America United Park City Mines 
Company

United States District 
Court for the District of 
Utah Central Division

Appx0145

IBDQ 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 148 of 597



BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of 
the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms.

WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

Costello Construction of 
Maryland, Inc.

BoPat Electric Co., Inc. Circuit Court for Howard 
County, Maryland

ACC Construction –
McKnight Joint Venture, 
Inc.

United States Department 
of State

United States Civilian 
Board of Contract Appeals

TC Rich, LLC, Rifle 
Freight, Inc., Fleischer 
Customs Brokers, Richard 
G. Fleischer, and 
Jacqueline Fleischer

Hussain M. Shaikh, Haroon 
Khan, and Shah Chemical 
Corporation

United States District 
Court Central District of 
California

K&K Adams, Inc. Maryland Stadium 
Authority

Circuit Court for Baltimore 
City, Maryland

Friends of Riverside 
Airport, LLC

Department of the Army, 
Rohr, Inc., Anza Realty 
Company, Lear Siegler, 
Inc., City of Riverside, et 
al

United States District 
Court Central District of 
California, Western 
Division

Refinería de Cartagena 
S.A.

Chicago Bridge & Iron 
Company N.V., CB&I UK 
Limited and CBI 
Colombiana S.A.

International Court of 
Arbitration, International 
Chamber of Commerce

Atlantic Downtown Dallas 
Venture LLC and Atlantic 
Hotel Construction, Inc.

Schindler Elevator Corp. 
and Shahzay Construction, 
Inc.

District Court for the 162nd

Judicial District – Dallas 
County, Texas

Northern California Power 
Agency, et al.

The United States United States Court of 
Federal Claims

Mass Electric Construction 
Co., Inc.

LMH-Lane Cabot Yard 
Joint Venture, et al.

American Arbitration 
Association

Italics indicate client in the matter

Appx0146

IBDQ 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 149 of 597



BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of 
the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms.

WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PROFESSIONAL AFFILIATIONS 

 American Bar Association

 American Institute of Certified Public Accountants (AICPA)

 Association of Certified Fraud Examiners 

 Construction Management Association of America

 National Contract Management Association

 National Association of Forensic Economics

 Society of Construction Law – North America, Board Member

 Virginia Society of Certified Public Accountants

EDUCATION
B.S., Business Administration, George Mason University

Appx0147

IBDQ 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 150 of 597



Appx0148

GAO 

GAO/RCED-92-74 

P ort t<> the Chairn1an, Subcommittee 
n \VatPr, Power and Offshore Energy 

n1rces, Comn1ittee on Interior and 
ular Affairs,1 IIouse of Representatives 

BUREAU OF 
RECLAMATION 

Central Valley Project 
Cost Allocation 
Overdue and New~ 
Method Needed 

RESTBICTED--Not to be rel1-~l~~,,t~~rr,~~ 
General Accounting Office uffl f:.J.:~ specifically 
approved by the Office of Ctfilhn¥Jd M .fH 
Relations. 

-
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GAO United States 
General Accounting Office 
Washington, D.C. 20548 

Resources, Community, and 
Economic Development Division 

B-246507 

March 31, 1992 

The Honorable George Miller 
Chainnan, Subcommittee on Water, Power 

and Offshore Energy Resources 
Committee on Interior and Insular Affairs 
House of Representatives 

Dear Mr. Chairman: 

This report responds to your request that we examine how the Department 
of the Interior's Bureau of Reclamation allocates construction costs for the 
Central Valley Project (CVP). The CVP, located in California's Central Valley 
Basin, is the Bureau's largest water resource project, with authorized 
construction costs totaling $6.55 billion as of September 30, 1990. Initially 
authorized by the Congress under the Rivers and Harbors Act of 1935, 
construction of the CVP continues today, with over $2.85 billion spent on 
facilities that are completed and in service. The CVP supplies water for 
irrigation-about 85 percent is currently used for this purpose. Other 
purposes include municipal and industrial (M&I) use, hydroelectric power 
generation, flood control, recreation, and fish and wildlife conseivation. 

Reclamation law provides that the federal government recoup a portion of 
its investment by requiring project beneficiaries to reimburse the 
government for certain costs associated with irrigation, M&I use, and 
power; the costs for the other purposes generally are not reimbursed. In 
addition, the costs for some reimbursable purposes are repaid with 
interest, while costs for others are not. Through cost allocation, the 
Bureau (1) identifies and charges all CVP costs specifically associated with 
meeting an individual project purpose to that purpose and (2) distributes 
costs jointly shared by several project purposes among these purposes. • 
The specific and joint costs thus allocated to each purpose help determine 
the rates charged to irrigators, M&I water users, and power users. The 
timeliness and appropriateness of the methodology used by the Bureau to 
allocate the cvr's construction costs are critical in determining what 
portion of the federal government's capital investment will eventually be 
recouped. 

In 1986 the Congress required the Bureau to update its 1975 CVP cost 
allocation study and reallocate costs among the project purposes by 
January 1, 1988. 

Page 1 GAO/RCED-92-74 Cent.ral Valley Project 
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Results in Brief 

B-146507 

You asked us to (1) discuss the status of the Bureau's efforts to reallocate 
CVP costs in accordance with the 1986 congressional mandate, (2) describe 
the Bureau's current cost allocation method, and (3) determine whether 
the Bureau should adopt another cost allocation method. 

The congressional mandate to implement an updated cost allocation study 
by January 1988 has not been met. The study is now 4 years overdue 
because of funding and staffing constraints and the need to address 
numerous public comments received on a December 1988 draft allocation 
study. 

Accordingly, the Bureau is charging rates to its CVP water users that are 
based on cost allocation percentages developed in 1970 and updated in 
1975. The allocation method used to develop these percentages was 
recommended in 1950 by the Inter~Agency River Basin Committee, 
composed of representatives from various federal agencies, and relies on 
estimates of the benefits attributed to each purpose and the costs of 
alternatives that would achieve the same purpose. At least 17 years have 
passed since the percentages currently used were calculated. Because the 
current values of benefits and alternative costs for each purpose are very 
different from those last calculated in 1975, the allocation percentages 
almost certainly are now outdated. 

Public comments received on the 1988 draft allocation study identified 
numerous problems. According to our analysis, the Bureau's 1988 draft 
study included inappropriate costs, was based on highly questionable 
assumptions, and often required data that are unavailable or difficult to 
obtain. These problems indicate that the Bureau's methodology is difficult 
to implement. 

The delays in updating the cost allocation percentages could have 
significant financial consequences for the federal government. If the costs 
currently allocated to reimbursable purposes are understated, the federal 
government ultimately will recoup less of its capital investment because 
the value of the dollars received years late will be less than if these dollars 
had been received on time. Conversely, if such costs currently are 
overstated, future rates can be adjusted downward so that users do not 
pay more than they owe. 

We discussed with Bureau officials two alternative cost allocation 
approaches that are simpler in design. Although the Bureau agreed to 

Page2 GAO/RCED-92-74 Central Valley Project 
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Background 

explore the use of our two approaches, it was continuing to update its 
study with the methodology that we and others, through public comments, 
questioned. If the Bureau continues to rely on this method, it is likely that 
the problems we identified with the 1988 draft study will remain, causing 
additional delay in developing an acceptable cost allocation. 

The Bureau of Reclamation plans, constructs, and operates water resource 
projects to provide water for various purposes in the 17 western states. 
The Reclamation Project Act of 1939 ( 43 U.S.C. 485h) requires the 
Secretary of the Interior to allocate the costs of construction among 
project purposes to determine what costs will be repaid by project users; 
however, the Congress has not specified how to distribute these costs. 

Despite the repayment requirement, the federal government has not 
recovered much of its reimbursable costs in the CVP. For example, by the 
end of fiscal year 1990, after receiving CVP water for over 40 years, M&I 
water users had effectively paid nothing toward repayment obligations and 
added over $59 million in unpaid operation and maintenance costs to the 
$468 million in construction costs owed. Similarly, by the end of fiscal year 
1990, irrigators had repaid only $10 million of over $1 billion in 
construction costs owed. In both cases, fixed rates established in 
contracts were not always sufficient to allow full recovery of operation 
and maintenance costs, and therefore some users were able to defer 
repayment of federal construction costs. Water districts had entered into 
40-year water service contracts with the Secretary of the Interior to 
receive subsidized water for irrigation under the Reclamation Project Act.1 

However, the 1986 amendments to the cVP's purposes require CVP users to 
pay their share of the federal investment in the CVP by 2030. The Secretary 
currently is renewing long-term water service contracts, under the 1956 
amendments to the Reclamation Project Act. Interior renewed 11 
contracts between May 1989 and February 1991, and over one-,quarter of 
the remaining 227 irrigation contracts will expire over the next 5 years. 
Under the tentlS of the renewed contracts, the Bureau can adjust each 
water district's rates annually to meet the repayment deadline. 
Environmental and water use problems associated with these contracts 
are detailed in our report entitled Reclamation Law: Changes Needed 
Before Water Service Contracts Are Renewed ( GAO/RCED-91-175, Aug. 22, 
1991). Because of the problems associated with these contracts, we 

1Water delivered at rates that do not cover all costs, such as interest on the federal government's 
investment in the irrigation component of these water resource projects, Is referred to as •subsidized 
water" because the lost interest is viewed as a subsidy to farmers. 
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concluded in that report that all contract renewals should be preceded by 
an analysis of the environmental, economic, and management impacts of 
renewal. 

The Bureau currently uses the Separable Costs Remaining Benefits (SCRB) 
method to allocate CVP costs associated with facilities in service. This 
method was developed by the Inter-Agency River Basin Committee to 
equitably distribute costs among project users. The Committee 
recommended it in 1950 for general use in allocating costs in federal 
multipurpose projects. 

The SCRB method is ba.<;ed on the principle that users should not pay more 
for a purpose than the benefits they receive or more than the cost of the 
most economical single-purpose alternative that would achieve the same 
purpose. Therefore, to develop distribution percentages for allocating joint 
costs, the SCRB method relies on estimates of the benefits attributed to 
each purpose and estimates of the costs of alternatives to each purpose. 
Appendix I describes the SCRB method in more detail. 

The Bureau's current policy is to complete a major allocation of CVP costs 
every 10 years to ensure that the allocation is compatible with current use, 
accomplishments, and benefits. Allocations may be updated in the interim 
5 years if necessary. A major cost allocation was to be completed in 1979; 
however, because of personnel shortages and work that received higher 
priority, this allocation was never started. 

Consequently, the Bureau currently is charging rates to its users in the CVP 

that are based on the cost allocation percentages it developed in 1970 and 
updated in 1975. Because the current values of benefits and alternative 
costs for each purpose are very different from those used in 1970 and 1975, • 
the percentages are almost certainly outdated. 

We attempted to verify the percentages used by the Bureau to allocate 
current costs for facilities-in-service, but documentation to determine how 
percentages were derived from the 1970 study and the 1975 update was 
not available. Therefore, Bureau officials could not explain to us the basis 
for these percentages. Consequently, we could not review the basis for 
rates currently being charged to irrigators, M&I water users, and power 
users. 
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Because of funding and staffing constraints, the Bureau gave limited 
attention to the congressional mandate for an updated cost allocation 
before mid-1987, according to Bureau officials in the Mid-Pacific Regional 
Office. Drafts completed in December 1987 and June 1988 were revised by 
the Mid-Pacific Regional Office and the Denver headquarters office. The 
most recent draft was completed in December 1988 and approved by the 
Denver headquarters office in July 1989. 

This draft was released for public review pursuant to notice in the Federal 
Register in January 1990; comments were received through May of that 
year. The Bureau currently is addressing those comments. 

In its 1988 draft study, the Bureau used a variation of the SCRB 

method-the Alternative Justifiable Expenditure (AJE) method. The SCRB 

method requires the use of data developed during project formulation to 
identify costs specifically associated with a single project purpose; the AJE 

method does not. The AJE method was recognized by the Inter-Agency 
River Basin Committee as an acceptable alternative when original cost 
data are not available. Both methods rely on estimates of benefits and 
alternative costs to allocate joint costs among purposes. 

Our review of the December 1988 draft study showed that the Bureau 
included inappropriate costs and made questionable estimates of project 
benefits and alternative costs. The comments submitted in the public 
comment period cited similar concerns. The three major problem areas 
identified are summarized below and described in more detail in appendix 
II. 

First, inappropriate costs were included. To develop distribution 
percentages for the 1988 study, the Bureau first allocated among project 
purposes not only $2.85 billion in costs incurred for facilities in service but 
also $3 billion in authorized but unspent costs for facilities that, as of 1986, 
had not yet been, and may never be, constructed. Distribution percentages 
calculated from these values were then used to allocate the costs 
associated only with completed and in-service facilities. In addition, the 
Bureau included in its allocation certain costs that are specific to only one 
or a few water districts that have sole responsibility for repaying such 
costs directly. 

Second, benefits and alternative costs assumptions are questionable. In 
some cases, the Bureau included benefits that are not applicable to the 
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project, while excluding others that are. For example, the Bureau included 
as CVP benefits (1) returns to farm equity, labor, and management from CVP 

irrigation water that standard economic principles assume would have 
been earned whether or not the land was irrigated with CVP water and (2) 
hydroelectric power not generated by the CVP. Conversely, the Bureau 
excluded the benefits of wildlife conservation because it had no 
methodology to estimate these benefits. 

In addition, the U.S. Anny Corps of Engineers' Sacramento District Office 
calculated flood control benefits for the Bureau by adjusting dated 
estimates of CVP flood control benefits calculated in the 1960s to 1987 
dollars. The Corps District Engineer cautioned, however, that continual 
updating of this material will not accurately portray current benefits. 

In identifying an alternative M&I water source, the Bureau considered the 
cvr's Shasta Dam on the Sacramento River to be the most likely alternative 
and updated earlier cost data for the dam. However, the cost data for 
Shasta Dam originally were developed to depict the estimated cost of 
water for both irrigation and M&I water supply. Therefore, these data 
represent a dam and reservoir larger than that needed only for M&I. In 
addition, Shasta Dam's location precludes water delivery to many M&I 
users. According to the Bureau's senior economist responsible for the CVP 

cost allocation, small reservoirs on several rivers throughout the CVP 

service area would be necessary to provide a realistic alternative source of 
water for cvr M&I users. 

Finally, realistic data are unavailable or are costly and time-consuming to 
obtain. Bureau engineers informed the senior economist that reliable 
design and cost data for more realistic alternative M&I facilities no longer 
exist and that developing new data would be expensive and 
time-consuming. As an alternative, the Bureau asked CVP M&I water users • 
to estimate how much an additional water supply would cost them if they 
had to rely on a nonf ederal source. Most of the respondents replied that 
they did not have alternative nonf ederal sources of water available. 
Therefore, they could not supply useful data. 

Mid-Pacific regional officials said they will revise the study to address 
problems identified by April 30, 1992. Public comments will be received 
from July through September of 1992. We discussed with the senior 
economist how he would be able to overcome the problems associated 
with estimating the value of project benefits and alternative costs that we 
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and others had identified. He explained that new assumptions will be used 
in some cases; in other cases, assumptions will not change but data will be 
updated. 

For example, according to the senior economist, the alternative cost of 
water for M&I water uses will be based on the price of water purchased 
from California's 1991 state water bank. This bank was established to 
alleviate shortages during the ongoing drought. Alternative costs for 
waterfowl conservation and other water supply uses will also be based on 
the water bank price. We question the reasonableness of this new 
assumption. This price does not reflect the cost of a realistic, long-term 
water supply, but rather the value of short-term supplies under drought 
conditions. 

We were also told that the Bureau will not estimate the value of waterfowl 
conservation benefits but will assume that the benefits are equal to or 
exceed the alternative cost calculated. The Bureau will rely on either the 
benefits or alternative costs estimated for most other purposes as well. In 
other words, the Bureau will not calculate both benefits and alternative 
costs and actually determine which is the lesser value, as required by the 
AJE method, but will assume that the one value estimated is less than the 
one not estimated. Irrigation is the only purpose for which both benefits 
and alternative costs will actually be calculated. 

Other assumptions will not change. The Bureau will continue to rely on 
outdated estimates of flood control benefits, despite the Corps' objections. 
The Corps refused to adjust the outdated estimates to 1991 dollars, stating 
that new data should be developed. Because of the estimated time and 
cost involved, the Bureau has decided not to develop new data and plans 
to adjust the outdated data itself. The Bureau will also continue to include 
farm equity, labor, and management in its estimate of irrigation benefits, 
even though they are not attributable to the project. 

The inappropriate costs included in the 1988 study will be excluded in the 
revised draft. However, inherent problems, such as obtaining realistic data 
for both benefits and alternative costs and the need to rely on subjective 
assumptions, will remain. Because of this, the Bureau's revised draft 
allocation study could be challenged during the public comment period 
again, and additional delay in deciding on final percentages is likely to 
occur. 
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Delays in allocating CVP costs properly can significantly affect revenues to 
the U.S. Treasury in several ways. First, costs must be appropriately 
allocated between reimbursable and nonreimbursable project purposes. 
Allocation to reimbursable purposes could increase or decrease with an 
updated allocation. However, if allocation to reimbursable project 
purposes is currently too low, resulting repayment rates are also too low, 
reducing revenue to the Treasury until the allocation is updated. Similarly, 
if costs are incorrectly allocated to noninterest-paying purposes rather · 
than interest-paying purposes, payments to the Treasury will be lower. 
Conversely, if allocation to certain reimbursable purposes currently is too 
high, future rates can be adjusted downward so that users do not pay more 
than they owe. 

The Bureau believes it has time to adjust water and power rates to ensure 
cost recovery by 2030, as required in the 1986 amendments. However, 
while the correct amount owed may ultimately be repaid as a result of an 
updated cost allocation, the value of the dollars received years late will be 
less than if they had been received on time. This decrease occurs because 
of inflation and the lost opportunities for other productive uses of that 
money, such as reducing the federal debt. 

In addition, if the allocation of costs for any reimbursable purposes 
currently is too low, the annual rates necessary to ensure repayment of the 
full allocated amount by 2030 must increase each year the cost allocation 
is delayed. It is possible that irrigation water users may not have the ability 
to pay the high rates ultimately necessary to repay their project costs by 
2030. Under current reclamation law, shortfalls in irrigators' ability to pay 
are passed on to power users for ultimate repayment. However, the 
Bureau does not require power users to repay the irrigation assistance 
debt until the final year of the repayment schedule. As a result, the dollars 
that eventually flow to the Treasury are worth much less than if they had • 
been repaid in annual irrigation rates. This is because the present value of 
money decreases the farther into the future this money is paid. Assume for 
example, that irrigators make equal annual payments between now and 
2030, but repay only 90 percent of the amount they owe the federal 
government, and power users pay the remaining 10 percent in one lump 
sum at the end of the period. Using a discount rate of 8.15 percent, the 
present value of government receipts under this scenario will be 
$28 million less than if irrigators pay the full amount in equal annual 
installments over the same period. Similarly, if irrigators pay only one half 
of the full amount, with the remaining half paid by power users at the end 
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of the period, the corresponding difference in present value will be over 
$141 million.2 

While the Bureau has relied on accepted methods of cost allocation, it 
could also adopt other acceptable cost allocation methods that are simpler 
in design. In preparing its initial CVP cost allocation in 1946, the Bureau 
recognized that several cost allocation methods were available and that 
each had merit. It concluded that good judgment must be exercised in 
choosing allocation methods. Similarly, in 1952, when the House 
Committee on Public Works examined federal practices for allocating 
project costs, it was favorably impressed with the accepted SCRB method 
but cautioned that the history of some projects may indicate that it would 
be unreasonable to use this method. The Committee stressed that reason 
must enter into each cost allocation and that it would be undesirable to 
prescribe any rigid rules for allocations. 

We discussed with the Bureau two alternative approaches to its cost 
allocation method. One approach allocates joint costs in direct proportion 
to the specific costs assigned to each purpose. For example, if specific 
costs associated with irrigation are 80 percent of all specific project costs, 
then irrigation would receive 80 percent of the remaining joint costs to be 
allocated among all project purposes. 

The other approach allocates joint costs among purposes on the basis of 
use. For example, if 20 percent of the water in a reservoir is used for M&I 
purposes, while 80 percent is used for irrigation, then 20 percent of the 
costs of the dam and reservoir would be allocated to M&I purposes and 80 
percent to irrigation. In many cases, dams and reservoirs are also used for 
flood control and hydroelectric power generation. In these cases, the 
percent of space in the reservoir dedicated to controlling floods would • 
represent the share of joint costs dedicated to flood control. Often, almost 
all water released to water users generates power. Therefore, the 
remaining joint costs of the dam and reservoir could be divided equally 
between water and power users. The costs allocated to water users could 
then be suballocated on the basis of use. 

These two approaches have the advantages of (1) eliminating the need to 
gather data and estimate benefits and alternative costs to allocate joint 

~he 8.15-percent discount rate used is the 1991 average of the 30-year U.S. Treasury bond rate. In 
calculating the present value figures, we assumed equal annual payments between 1992 and 2029, 
inclusive. Sensitivity analyses one percentage point below and one point above this rate (7.15 percent 
and 9.15 percent, respectively) yielded present value differences that were quite similar. 
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costs among project purposes, (2) applying a cost allocation formula 
across all purposes, thus reducing subjective assumptions, and (3) 
generating a cost allocation more quickly with existing data. 

We recognize that our suggested approaches, like the Bureau's, may not 
address all concerns. Bureau guidelines discuss allocating costs on the 
basis of use as a possible cost allocation method but express concern that 
use changes over time and that this approach may lead to inequitable 
results. However, Bureau policies require major cost allocations to be 
completed every 10 years and updates every 5 years as necessary, which 
could adjust for use changes. In addition, the Bureau used this approach to 
assign certain specific costs to various purposes in its 1988 draft study and 
will continue to do so in its revised draft. The SCRB and AJE methods are 
designed to develop equitable cost distribution by ensuring that users do 
not pay more for a purpose than either the benefits they receive or the cost 
of the most economical alternative that would achieve the same purpose. 
While our approaches do not ensure that users do not pay more than the 
benefits or alternative cost of a purpose, they do allocate costs equitably 
by applying the same criteria across all purposes. 

We discussed the appropriateness of these approaches with the 
Mid-Pacific Region's senior economist responsible for cost allocation. He 
agreed that our approaches were far less complicated and time-consuming 
than the method the Bureau had been pursuing and that they would 
address problems raised in public comments. In December 1991, he 
informed us that Bureau headquarters advised him to use the AJE method 
to revise the cost allocation study but also to explore the use of both of 
our suggested approaches. 

The Bureau did not complete its updated cost allocation by the 
congressionally mandated deadline. In addition, the Bureau's method has 
two fundamental problems: (1) it relies on assumptions and subjective 
judgments about costs and benefits relating to each project purpose that 
are open to question and (2) it requires data that are not always available 
or that are time-consuming to generate. If the Bureau relies on this method 
to revise its 1988 draft study, problems identified with the draft are likely 
to remain, causing additional delay. Because of the potential adverse cost 
implications for the federal government that are associated with delays in 
completing the update, we believe the Bureau should adopt a cost 
allocation methodology that is less complicated and more timely, and 
relies on existing data. 
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To complete the CVP cost allocation expeditiously, we recommend that the 
Secretary of the Interior direct the Commissioner of the Bureau of 
Reclamation to use less costly and more timely methodologies to update 
the CVP cost allocation study. We have suggested two approaches: (1) 
allocating joint costs in direct proportion to specific costs or (2) allocating 
joint costs on the basis of use. 

We provided a draft of this report to Interior Department officials and met 
with Bureau officials in the Mid-Pacific Regional Office in Sacramento, 
California, to obtain oral agency comments. The officials generally agreed 
with the factual information in the report. They indicated that they were 
developing an updated cost allocation based on the AJE method as well as 
the two approaches we suggested. They are scheduled to provide the 
results of these three approaches to Bureau headquarters by April 30, 
1992. Although they are exploring the use of our approaches, Bureau 
officials expressed concern that our approaches are not based on an 
economic analysis of the benefits and alternative costs of each purpose 
and therefore may not provide a fair allocation of costs among users. 

We recognize that our approaches do not ensure that users do not pay 
more than the benefits received or the alternative cost of a purpose. We 
question the fairness of allocating costs on the basis of questionable 
estimates of benefits and alternative costs. In addition, our approaches 
have advantages over the Bureau's methods by eliminating the need to 
gather data and estimate benefits and costs, reducing subjective 
assumptions, and generating a cost allocation more quickly with existing 
data. 

Bureau officials also stated that their guidelines do not include 
consideration of one of the approaches we suggest-the allocation of joint • 
costs in direct proportion to specific costs. However, they believed that 
they could obtain approval for the use of this approach for the CVP. 

To describe the Bureau's current cost allocation method and determine 
the status of the cost allocation study that the Congress mandated be 
implemented by January 1, 1988, we reviewed the Bureau's 1970 cost 
allocation study, the December 1988 Central Valley Project Cost Allocation 
Study, and supporting documentation. We discussed the methodologies 
used to develop project benefit and alternative cost data with the Bureau's 
senior economist in charge of the cost allocation study and with 
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agricultural economic consultants Walter Butcher, from Washington State 
University, and Richard Howitt, from the University of California at Davis. 
We reviewed legislation, Bureau instructions, and other cost allocation 
guidelines to determine whether an alternate cost allocation method 
would be preferable. 

Our work was conducted at the Bureau of Reclamation's Mid-Pacific 
Regional Office in Sacramento, California, between April 1991 and 
December 1991 in accordance with generally accepted government 
auditing standards. 

Unless you publicly announce its contents earlier, we plan no further 
distribution of this report until 30 days from the date of this letter. At that 
time, we will send copies to the Secretary of the Interior, the 
Commissioner of the Bureau of Reclamation, and other interested parties. 
We will also make copies available to others upon request. 

This report was prepared under the direction of James Duffus III, Director, 
Natural Resources Management Issues, who can be reached at 
(202) 275-7756 if you or your staff have any questions. Other major 
contributors are listed in appendix III. 

Sincerely yours, 

J. Dexter Peach 
Assistant Comptroller General 
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Separable Costs Remaining Benefits Method 

The Bureau uses the Separable Costs Remaining Benefits (SCRB) method to 
allocate 1991 CVP costs associated with facilities in service. Current costs 
are allocated on the basis of distribution percentages developed in 1970 
and updated in 1975. This method was developed by the Inter-Agency 
River Basin Committee, composed of representatives from various federal 
agencies, which recommended it in 1950 for general use in allocating costs 
in federal multipurpose projects. 

The SCRB method is based on the principle that users should not pay more 
for a purpose than the benefits received or the cost of the most 
economical single-purpose alternative that would achieve the same 
purpose. The method involves the following steps: 

• Estimates are made about the value of the benefits attributable to each 
purpose and the alternative costs of achieving each purpose. The smaller 
of these two estimates represents the amount that can justifiably be spent 
on each purpose, and is ref erred to as the justifiable expenditure. 

• Separable costs specifically associated with each purpose are then 
subtracted from the justifiable expenditure to obtain the remaining 
justifiable expenditure. Separable costs for a purpose represent the 
difference between the total estimated cost of the multipurpose project, 
and the cost of the same project with the one purpose omitted. 

• Joint costs are allocated to each project purpose in direct proportion to 
each purpose's share of the total remaining justifiable expenditure. 

Table 1.1 presents a simplified example of how the SCRB method would 
allocate the costs of a $30 project among three project purposes. 
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Separable Costs Remaining Beneftts Method 

Purpose 
Factor measured Irrigation M&I Power Total 
Estimated benefits $15 $30 $35 $80 
Estimated alternative cost $25 $20 $40 $85 
Justifiable expenditure $15 $20 $35 $70 
Less separable costs 
(assigned to each purpose) ($5) ($5) ($10) ($20) 
Remaining justifiable 
expenditure $10 $15 $25 $50 
Percent of joint cost 
distribution (based on 
remaining justifiable total 
of 50) 20% 30% 50% 100% 
Joint costs allocated $2 $3 $5 $10 
Share of total project costs $7 $8 $15 $30 

Notes: Total project cost = $30 Separable costs total - $20 Joint costs to be allocated = $30 - $20 
= $10 

Separable costs associated with each purpose, plus the joint costs 
allocated to that purpose, represent each purpose's share of the total 
project cost. The keys to the SCRB method are the estimated value of the 
benefits attributed to each purpose and the estimated cost of the 
single-purpose alternative, which determine the justifiable expenditure for 
each purpose. Joint costs primarily are the costs of the dams and 
reservoirs, which are used for many purposes. Because the CVP is 
financially and operationally integrated, the joint costs of these facilities 
combined, not the cost of each facility separately, are allocated among all 
project purposes. 
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Inappropriate Costs Were 
Included 

In its 1988 draft study, the Bureau used a variation of the SCRB 

method-the Alternative Justifiable Expenditure (A.IE) method. The AJE 

method identifies and charges specific costs clearly associated with each 
purpose to that purpose, rather than charging separable costs to each 
purpose, as the SCRB method does. Specific costs are the actual costs that 
have been authorized for a project facility. Separable costs take into 
account the added costs of increased size of structure and changes in 
design over that required for other purposes and are generally developed 
during project formulation. According to the Bureau, separable costs for 
the CVP are now outdated and new data would be costly to develop. The 
Federal Inter-Agency River Basin Committee recognized that specific costs 
may be used in lieu of separable costs when necessary. Both methods rely 
on estimates of benefits and alternative costs to allocate joint costs among 
project purposes. 

Our review and our consultants' evaluation of the December 1988 draft 
study showed that the Bureau included inappropriate costs and made 
questionable estimates of project benefits and alternative costs. The 
comments submitted in the public comment period cited similar concerns. 

To develop joint cost distribution percentages for the draft 1988 study, the 
Bureau first allocated among project purposes costs incurred from 
facilities in service plus $3 billion in authorized costs that have not yet 
been spent. These authorized costs include costs for project facilities that, 
as of 1986, had not yet been, and may never be, constructed. Distribution 
percentages calculated from these values were then used to allocate only 
the costs incurred from completed and in-service facilities among project 
purposes. 

We do not believe that the costs of authorized but not completed project 
facilities should have been included in the distribution calculations. The 
benefits and alternative costs of future project features are at best difficult 
to estimate. Furthermore, basing allocation percentages on one set of 
benefits and alternative costs (those associated with all authorized 
features), and then allocating a subset of the benefits and costs (those 
associated with facilities that are complete and in service), potentially 
distorts the allocation of incurred costs. Actual experience with project 
facilities may differ significantly from potential future experiences. 

In addition, the Bureau included in its allocation certain costs that are 
specific to only one or a few water districts that have sole responsibility 
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for repaying such costs directly. Unlike most other water supply costs, 
these costs are not repaid through general water rates that are based on 
cost allocation; they are repaid by the responsible water districts directly 
through individual repayment contracts. By assigning these costs to the 
general water supply purpose, the Bureau reduced the allocation of joint 
costs to water supply, thereby increasing the allocation of joint costs to 
other project purposes. 

The Bureau's 1988 draft study includes benefits and alternative costs data 
that are based on questionable assumptions. To determine benefits, one 
must decide what to include and exclude as benefits of a purpose and then 
place a value on these benefits. To determine single-purpose alternative 
costs, one must identify feasible alternatives that would satisfy each 
purpose and then estimate the costs of each alternative. We question the 
reasonableness of many of the assumptions the Bureau used to determine 
benefits and alternative costs in its 1988 draft study. In some cases, the 
Bureau included benefits that are not applicable to the project, while 
excluding others that are. Examples of problems we identified are 
discussed below and illustrate the types of difficulties involved in 
estimating CVP benefits and alternative costs. 

In identifying benefits, for example, the Bureau included those that would 
be present even if resources were used for other purposes. The Bureau 
relied on farm budget studies it had developed to compute the benefits 
associated with the irrigation water supply. Benefits were measured as the 
income generated from the use of CVP water for irrigation. According to 
our consultants, agricultural economists Walter Butcher from Washington 
State University and Richard Howitt from the University of California at 
Davis, the Bureau's computed benefits are too high. They note that the 
Bureau's farm budget studies include returns to certain resources-farm 
equity, labor, and management-as part of the CVP benefits. However, 
these returns normally are considered to approximately equal their 
opportunity costs. Opportunity costs are the return these same resources 
would have earned in an alternative investment. In other words, returns 
would have been earned by these resources in some other use if the land 
were not irrigated with CVP water. 

In another instance, the Bureau included the costs of extra power 
purchased outside the CVP as a project benefit. Hydroelectric power 
generated by the CVP is used to drive the pumps that deliver project water. 
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Any excess is sold to public electric companies. As requirements for 
project power have increased, the CVP has kept more power for project use 
and has, therefore, not been able to provide enough power to meet 
growing requirements of the electric companies. To meet the shortfall, the 
Western Area Power Administration, which markets CVP power for the 
Bureau, has entered into contracts with power suppliers in the Pacific 
Northwest. 

The Bureau considered power benefits of the project to be equal to the 
cost of a single-purpose alternative source of power for the purposes of 
cost allocation. After determining the benefits attributable to the power 
produced by the CVP, the Bureau included, as an additional project benefit, 
the costs of the extra power purchased from the Pacific Northwest as well 
as the cost of constructing transmission lines to deliver the power. 
However, this power is not produced by the project and therefore is not a 
benefit of the CVP. 

In calculating total water supply benefits, the Bureau did not consider 
waterfowl conservation. The CVP water supply provides water for 
irrigation, M&I use, and waterfowl conservation. The project also has 
water that is not allocated to any specific purpose-25 percent of this is 
set aside temporarily by law for improvements in waterfowl habitat. 
However, according to the Bureau, there is no method available for 
computing the benefits of waterfowl conservation. Therefore, water 
supply benefits include only those benefits calculated for irrigation, M&I, 
and 75 percent of the unallocated water. 

In addition, the U.S. Army Corps of Engineers' Sacramento District Office 
calculated flood control benefits for the Bureau by adjusting dated 
estimates of CVP flood control benefits calculated in the 1960s to 1987 
dollars. The Corps District Engineer cautioned, however, that continual • 
updating of this material will not accurately portray current benefits. 

In identifying alternative M&I water sources, the Bureau considered the 
cVP's Shasta Dam on the Sacramento River to be the most likely alternative 
source and converted cost data contained in the 1970 CVP cost allocation 
study to 1987 price levels for use in its 1988 draft study. However, the 
alternative cost data for the Shasta Dam originally were developed to 
depict the estimated cost of water for both irrigation and M&I water 
supply and therefore represent a dam and reservoir larger than that 
needed only for M&I. In addition, Shasta Dam's location precludes water 
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delivery to many M&I users. According to the Bureau's senior economist 
responsible for the CVP cost allocation, small reseivoirs on several rivers 
throughout the CVP service area would be necessary to provide a realistic 
alternative source of water to CVP M&I users. 

Reliable design and cost data for realistic M&I alternatives are difficult to 
obtain. The senior economist in charge of the CVP cost allocation study has 
determined the location of storage, conveyance, and pumping facilities 
necessary for supplying all CVP M&I water users. However, according to 
the economist, determining the appropriate size and costs associated with 
each of these facilities will be difficult. Bureau engineers informed him 
that reliable design and cost data no longer exist and that developing new 
data would be expensive and time-consuming. 

As an alternative, the Bureau asked CVP M&I water users to estimate how 
much an additional water supply would cost them if they had to rely on a 
nonfederal source. Most of the respondents replied that they do not have 
alternative nonfederal sources of water available. 
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Mr. Chairman and Members of the Subcommittee:

We are pleased to be here today to discuss the Bureau of Reclamation’s
financing of federal water projects. Since 1902, the federal government has
been involved in financing and building water projects, primarily to
reclaim arid and semiarid land in the West. Initially, these projects were
generally small and built almost solely to provide irrigation. Over the
years, however, new projects have grown in size and purpose to include
providing for municipal and industrial water supply, hydroelectric power
generation, recreation, flood control, and other benefits in addition to
irrigation. The Department of the Interior’s Bureau of Reclamation and the
U.S. Army Corps of Engineers build most federal water projects. While the
Corps operates nationwide, the Bureau conducts its activities only in 17
western states.

Over the years, in response to issues raised by this Subcommittee and
other congressional committees, we have reported on several aspects of
water resource management within the Bureau of Reclamation. My
testimony today is based primarily on the findings of three of these reports1

and focuses on (1) the evolution of reclamation law2 primarily from 1902
to 1982 and (2) the allocation and repayment of construction costs for
federal water projects among the projects’ beneficiaries.

Reclamation Law
From 1902 to 1982

The Reclamation Act of 1902 established the Reclamation Fund and
provided for the construction of single-purpose irrigation projects in the
West. These projects were built primarily to meet the nation’s objective at
that time of “developing the West.” Since then, reclamation law has been
significantly amended and supplemented.

Initially, the federal water project construction program was to be
self-sufficient. Although debate occurred on how a reclamation program
should be financed, when the Congress passed the Reclamation Act of
1902, it clearly intended that the projects’ costs should be repaid by the
irrigators using the water delivered by the projects. No appropriated funds
were to be used to build these water projects. Under the 1902 act, projects
were to be funded through a revolving fund initially capitalized by revenue

1Bureau of Reclamation: Information on Allocation and Repayment of Costs of Constructing Water
Projects (GAO/RCED-96-109, July 3, 1996), Water Subsidies: Basic Changes Needed to Avoid Abuse of
the 960-Acre Limit (GAO/RCED-90-6, Oct. 12, 1989), and Reforming Interest Provisions in Federal
Water Laws Could Save Millions (CED-82-3, Oct. 22, 1981).

2Collectively, the federal statutes that are generally applicable to all reclamation water projects and the
statutes authorizing individual projects are known as reclamation law.
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generated from the sale of public lands. Upon the completion of a project,
irrigators were to repay the revolving fund for the costs of constructing the
project within 10 years. However, from the beginning, irrigators were not
required to pay interest on their repayment obligation. The act’s legislative
history states that “. . . the Government, interested only in the settlement
of the lands, can well forego any interest on investments and be content
with the return of the principal.”

Early on, it was discovered that the costs of establishing irrigated farming
on previously unfarmed, arid land were much higher than expected and
the costs of building water projects were much higher than originally
estimated. As a result, major funding and repayment changes were made
to the reclamation program between 1902 and 1939. For example, in 1906,
the Congress authorized the sale of surplus power from water projects to
towns and the crediting of the sale revenues to the repayment of irrigation
costs. In 1910, the Congress directed the U.S. Treasury to loan up to
$20 million to the fund to finance completion of the construction of water
projects. Then, in 1914, to ease irrigators’ financial difficulties, the
Congress enacted the Reclamation Extension Act, which extended the
repayment period from 10 to 20 years. Although the irrigators were having
difficulty meeting their repayment obligations, the principle that they
should repay the costs of construction continued. In 1926, the Congress
enacted the Omnibus Adjustment Act, which further extended the
repayment period for all water projects from 20 to 40 years and relieved
some irrigators of parts of their repayment obligations because of
nonproductive lands in certain projects. Repayment for irrigators
remained interest-free.

In 1939, the Congress fundamentally changed the nature of the program by
enacting the Reclamation Project Act of 1939. Under this act, projects
could be authorized for multiple purposes, and the construction costs
would be allocated among the projects’ various purposes: irrigation,
municipal and industrial water supply, hydroelectric power generation,
flood control, and navigation. The legislation allowed the costs of these
multipurpose projects to be shared among the various beneficiaries so that
the projects, including those that provided irrigation, would be
economically viable. The act provided that construction costs allocated to
municipal and industrial water supply and power could be repaid with
interest. The act also gave irrigators additional relief in fulfilling their
repayment obligations by allowing for variable annual payments based on
crop returns and providing for an interest-free development period of up
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to 10 years before starting to require repayment. Since 1939, appropriated
funds have been used to construct most reclamation projects.

With the passage of the Reclamation Reform Act of 1982, the Congress
increased the number of acres that an individual or legal entity, such as a
partnership or corporation, could irrigate with water from federal projects
from 160 acres to 960 owned or leased acres. However, owned land above
this limit could not be irrigated with federal water, and the act required
irrigators to pay the “full cost” for water delivered to leased land over the
limit. The concept of full-cost pricing represented a significant departure
from prior reclamation law. The full-cost rate is an annual rate intended to
repay over time the portion of the federal government’s expenditures for
project construction allocated to irrigation, including the operation and
maintenance expenses, with interest.

In addition to legislation that is generally applicable to all federal water
projects, the Congress has also enacted specific authorizing legislation
dictating a water project’s purposes, cost reimbursement terms, and
repayment period. For example, section 2 of the Tualatin Project Act of
19663 authorizes a 50-year period for the repayment of the portion of a
project’s construction costs allocated to irrigation and municipal and
industrial water supply.

Although these legislative provisions include changes in the requirements
for repaying costs, they still support the overall principle that the federal
costs incurred in constructing a water project for the purposes of
irrigation, municipal and industrial water supply, and power should be
repaid to the federal government. Appendix I lists some of the significant
legislation enacted since 1902 affecting the reclamation project
construction program.

Allocation of Projects’
Costs and Repayment
Requirements

Reclamation law determines how the costs of constructing reclamation
projects are allocated and how repayment responsibilities are assigned
among the projects’ beneficiaries. In implementing reclamation law, the
Bureau is guided by its implementing regulations, administrative decisions
of the Secretary of the Interior, and applicable court cases.

Under reclamation law, a project’s construction costs are divided into two
categories—reimbursable and nonreimbursable costs. Reimbursable costs
are those that are repaid by the project’s beneficiaries. The costs allocated

3P. L. 89-596, 80 Stat. 822.
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to irrigation, municipal and industrial water use, and power generation are
reimbursable. Nonreimbursable costs are those that are borne by the
federal government because certain purposes of the project are viewed as
national in scope. These costs include those allocated to flood control and
navigation, as well as the majority of the costs allocated to fish and
wildlife enhancement, highway transportation, and recreation. For
example, the $108 million Weber Basin project in Utah includes
$18.9 million in nonreimbursable costs allocated to flood control,
recreation, fish and wildlife enhancement, highway transportation, and the
safety of dams.

The amount of reimbursable costs that a water user is responsible for
repaying varies by the type of user. Irrigators are responsible for repaying
their allocated share of a project’s construction costs as limited by a
determination of their ability to pay.4 They are not required to repay the
interest that accrues during construction or during the repayment period.
Municipal and industrial water users and power users are responsible for
repaying their allocated share of the construction costs plus the interest
that accrues during the repayment period. They can also be required to
repay the construction costs that are determined to be above the
irrigators’ ability to pay; however, they pay no interest on these shifted
costs. Appendix II shows how costs are typically allocated for repayment
among a project’s water users.

As of September 30, 1994,5 the federal government had spent $21.8 billion
to construct 133 water projects that included irrigation as a purpose. The
Bureau has determined that the federal government should be reimbursed
for $16.9 billion, or about 77 percent, of the $21.8 billion. Of these
reimbursable costs, the largest repayment obligation—$7.1 billion—was
allocated to irrigation. The Bureau has also determined that under
reclamation law, $5 billion, or about 23 percent, of the water projects’ total
construction costs is nonreimbursable. The largest share of these
nonreimbursable costs, about $1.1 billion, was allocated to flood control.
We did not determine how much of the $16.9 billion of reimbursable costs

4Since 1906, reclamation law has authorized the use of power revenues to assist in the repayment of
irrigation costs. A 1944 opinion from the Department of the Interior’s Office of the Solicitor,
interpreting the provisions of the 1939 act, confirmed the principle of limiting the financial obligation
of irrigators to their ability to pay their share of a project’s construction costs. Costs determined to be
beyond the irrigators’ ability to pay could be repaid from other revenue sources, primarily from
revenues earned from the sale of electrical power generated by the projects. Payments made from
other sources under this interpretation of the law became known as irrigation assistance.

5When we issued our 1996 report, these were the most current data available in the Bureau’s financial
reports for the 133 projects.
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has been repaid. Appendix III shows how the $21.8 billion is allocated
among specific project purposes.

This concludes my statement, Mr. Chairman. I would be happy to respond
to any questions that you or other Members of the Subcommittee may
have.
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Appendix I 

Some Significant Changes in Reclamation
Law Regarding the Allocation of Project
Costs and Their Repayment

Statute Change

Reclamation Act of 1902 (32 Stat. 388) •Irrigation projects are authorized.
•Construction is funded via a revolving fund.
Repayment of costs takes place over 10 years.
•Repayment is interest-free.

Town Sites and Power Development Act of 1906 (34 Stat. 116) •Establishment of towns and provision of water are authorized.
• Projects’ surplus power can be sold to towns and the revenues
credited to repayment of irrigation costs.

Advances to the Reclamation Fund Act of 1910 (36 Stat. 835) •U.S. Treasury is directed to loan up to $20 million to the fund to
finance completion of water projects’ construction.

Reclamation Extension Act of 1914 (38 Stat. 686) •Repayment period is extended from 10 to 20 years.

Fact Finders’ Act of 1924 (43 Stat. 672) •Repayment requirements are amended to 5 percent per year of
irrigators’ average crop value for the preceding 10 years.
•Use of project revenues from nonirrigation activities, such as
power sales and surplus water sales, is authorized for repayment
of irrigators’ construction costs and payment of operation and
maintenance costs.

Omnibus Adjustment Act of 1926 (44 Stat. 636) •Repayment period is extended from 20 to 40 years.
•Irrigators are relieved of parts of their repayment obligations
because of nonproductive land at specified projects.

Five Million Dollar Advance to the Reclamation Fund Act of 1931
(46 Stat. 1507)

•U.S. Treasury is directed to loan up to $5 million to the fund to
finance completion of water projects’ construction.

Reclamation Project Act of 1939 (53 Stat. 1187) •Water projects are authorized for multiple purposes, including
power, municipal and industrial water supply, navigation, and
flood control.
•Construction of projects is financed by appropriated funds.
•Development period of up to 10 years is added to irrigators’
repayment schedule.
•Some construction costs are designated as nonreimbursable.
• Power costs are to be repaid with interest.
•Municipal and industrial water supply costs can be repaid with
interest.
•Repayment of irrigation costs remains interest-free.

Rehabilitation and Betterment Act of 1949 (63 Stat. 724) •Repayment of expenditures is authorized for the rehabilitation
and betterment of the irrigation systems of existing Bureau
projects in installments fixed according to the water user’s ability
to pay.

Federal Water Project Recreation Act of 1965 (P.L. 89-72, 79 Stat.
213)

•Up to 50 percent of the separable construction costs for
recreation and fish and wildlife enhancement are deemed
nonreimbursable.
• Reimbursable costs for these purposes are to be repaid with
interest over 50 years.

Reclamation Reform Act of 1982
(43 U.S.C. 390aa to zz-1)

•The acre limit that an individual or legal entity can irrigate with
water from a federal project is increased from 160 acres to 960
owned or leased acres.
•Owned land above the acre limit cannot be irrigated with federal
water.
•Irrigators are required to pay full cost for water delivered to
leased land over their acre limit.
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Appendix II 

Typical Allocation of Federal Water Project
Construction Costs

Reimbursable 
Construction 

Costs

Irrigation

Municipal and 
Industrial 

Uses

Power 
Generation

Share of 
Construction 

Costs Based on 
Ability to Pay

Construction Costs 
and Interest During 

Construction

Construction Costs 
and Interest During 

Construction

Interest

Interest
Irrigation  

Assistance

+

+ +

Nonreimbursable 
Construction 

Costs

Fish & 
Wildlife 

Purposes

Recreation

Flood 
Control

Uses to Which Costs 
Are Allocated What Users Pay
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Appendix III 

Allocation of Construction Costs for 133
Water Projects, by Specific Project Purpose
and Amount, as of September 30, 1994

Type of costs Amount

Reimbursable costs

Irrigation $7,095,702

Municipal and industrial water supply 3,103,283

Power 6,373,084

Other 292,605

Subtotal $16,864,674

Nonreimbursable costs

Flood control $1,093,760

Recreation 504,149

Fish and wildlife 929,980

Highway improvement 80,482

Safety of dams 750,683

Cultural restoration 54,943

Indian use 806,615

Other 739,610

Subtotal $4,960,222

Total costs $21,824,896

Source: Bureau of Reclamation Project Construction Cost and Repayment Reports as of
September 30, 1994.
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PUBLIC LAW 99-546 [H.R. 3113]; October 27, 1986 

WATER RESOURCE AND SMALL 
RECLAMATION PROJECTS 

For Legislative History of Act see Report for P.L. 99-546 in 
Legislative History Section, post. 

An Act to implement the Coordinated Operations Agreement, the Suisun Marsh Preservation 
Agreement, and to amend the Small Reclamation Projeds Act of 1956, as amended, and for 
other purposes. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, 

TITLE I-COORDINATED OPERATIONS 

PROJECT OPERATION POLICY 

SEC. 101. Section 2 of the Act of August 26, 1937 (50 Stat. 850) is 
amended by-

(a) inserting at the beginning "(a)"; and 
(b) inserting the following new subsection: 

"(b)(l) Unless the Secretary of the Interior determines that oper
ation of the Central Valley project in conformity with State water 
quality standards for the San Francisco Bay/Sacramento-San Joa
quin Delta and Estuary is not consistent with the congressional 
directives applicable to the project, the Secretary is authorized and 
directed to operate the project, in conjunction with the State of 
California water project, in conformity with such standards. Should 
the Secretary of the Interior so determine, then the Secretary shall 
promptly request the Attorney General to bring an action in the 
court of proper jurisdiction for the purposes of determining the 
applicability of such standards to the project. 

"(2) The Secretary is further directed to operate the Central 
Valley project, in conjunction with the State water project, so that 
water supplied at the intake of the Contra Costa Canal is of a 
quality equal to the water quality standards contained in the Water 
Right Decision 1485 of the State of California Water Resources 
Control Board, dated August 16, 1978, except under drought emer
gency water conditions -pursuant to a declaration by the Governor of 
California. Nothing in the previous sentence shall authorize or 
require the relocation of the Contra Costa Canal intake.". 

REIMBURSABLE COSTS 

. SEc. 102. Section 2 of the Act of August 26, 1937 (50 Stat. 850) is 
amended by inserting the following new subsection: 

"(c)(l) The costs associated with providing Central Valley project 
water supplies for the purpose of salinity control and for complying 
with State water quality standards identified in exhibit A of the 
'Agreement Between the United States of America and the Depart
ment of Water Resources of the State of California for Coordinated 
Operation of the Central Valley Project and the State Water 
Project' dated May 20, 1985, shall be allocated among the project 
purposes and shall be reimbursed in accordance with existing _R~c
lamation law and policy. The costs of providing water for salm1ty 
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control and for complying with State water quality standards above 
those standards identified in the previous sentence shall be 
non reimbursable. 

"(2) The Secretary of the Interior is authorized and directed to 
undertake a cost allocation study of the Central Valley project, 
including the provisions of this Act, and to implement such alloca
tions no later than January 1, 1988.". 

COORDINATED OPERATIONS AGREEMENT 

SEC. 103. Section 2 of the Act of August 26, 1937 (50 Stat. 850) is 
amended by inserting the following new subsection: 

"(d) The Secretary of the Interior is authorized and directed to 
execute and implement the 'Agreement Between the United States 
of America and the Department of Water Resources of the State of 
California for Coordinated Operation of the Central Valley Project 
and the State Water Project' dated May 20, 1985: Provided, That-

"(1) the contract with the State of California referred to in 
subarticle lO(h)(l) of the agreement referred to in this subsec
tion for the conveyance and purchase of Central Valley project 
water shall become final only after an Act of Congress approv
ing the execution of the contract by the Secretary of the 
Interior; and, 

P.L. 99-546 

"(2) the termination provisions of the agreement referred to Reports. 
in this subsection may only be exercised if the Secretary of the 
Interior or the State of California submits a report to: Congress 
and sixty calendar days have elapsed (which sixty days, how-
ever, shall not include days on which either the House of 
Representatives or the Senate is not in session because of an 
adjournment of more than three days to a day certain) from the 
date en which said report has been submitted to the Speaker of 
the House of Representatives and the President of the Senate 
for reference to the Committee on Interior and Insular Affairs 
of the House of Representatives and the Committee on Energy 
and Natural Resources of the Senate. The report must outline 
the reasons for terminating the agreement and, in the case of 
the report by the Secretary of the Interior, include the views 
of the Administrator of the Environmental Protection Agency 
and the Governor of the State of California on the Secretary's 
decision.". 

REFUGE WATER SUPPLY INVESTIGATION 

SEc. 104. The Secretary of the Interior shall not contract for the Reports. 
delivery of more than 75 percent of the firm annual yield of the Contracts. 
Central Valley project not currently committed under long-term 
contracts until one year after the Secretary has transmitted to the 
Congress a feasibility report, together with his recommendations, on 
the "Refu~e Water Supply Investigations, Central Valley Basin, 
California. '. 

ADJUSTMENT OF RATES AND ABIUTY TO PAY 

SEc. 105. The Secretary of the Interior shall include in all new or Contracts. 
arnended contracts for the delivery of water from the Central Valley Securities. 
Project a provision providing for the automatic adjustment of rates 
by the Secretary of the Interior if it is found that the rate in effect 
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may not be adequate to recover the appropriate share of the existing 
Federal investment in the project by the year 2030. The contracts 
shall also include a provision authorizing the Secretary of the 
Interior to adjust determinations of ability to pay every five years. 

OPERATION AND MAINTENANCE DEFICITS 

SEC. 106. The Secretary of the Interior shall include in each new 
or amended contract for the delivery of water from the Central 
Valley project provisions ensuring that any annual deficit (outstand
ing or hereafter arising) incurred by a Central Valley project water 
contractor in the payment of operation and maintenance costs of the 
Central Valley project is repaid by such contractor under the terms 
of such new or amended contract, together with interest on any such 
deficit which arises on or after October 1, 1985, at a rate equal to the 
average market yields on outstanding marketable obligations of the 
United States with remaining periods to maturity comparable to 
the applicable reimbursement period of the project, adjustt:d to the 
nearest one-€ighth of 1 percent. 

TITLE II-SUISUN MARSH PRESERVATION AGREEMENT 

AUTHORITY TO ENTER AGREEMENT 
I 

SEc: 201. The Secretary of the Interior. is authorized to execute 
and implement the agreement between the Department of the 
Interior, the State of California and the Suisun Resourc-es Conserva
tion District (dated November 1, 1985), 

COST-SHARING PROVISIONS 

SEC. 202. The costs of implementing the agreement provided in 
section 201 of this title shall be shared by the Bureau of Reclama
tion and the California Department of Water Resources in strict 
accordance with article 12 of that agreement: Provided, That-

(a) payments made by the Secretary of the Interior shall not 
exceed 40 percent of the construction costs incurred under 
articles 6, 7, and 8 of the agreement, or $50,000,000, whichever 
is less, plus or minus such amounts as are justified by reason of 
ordinary fluctuations in construction costs as indicated by 
engineering cost indices applicable to the types of construction 
involved therein; 

(b) the Federal share of continuing annual operation and 
maintenance costs, including monitoring, shall not exceed 40 

. percent of the actual operation and maintenance costs; and, 
(c) the costs incurred by the United States for construction 

and for annual operation and maintenance in connection with 
the implementation of said agreement shall constitute an 
integral part of the cost of the Central Valley project. The 
Secretarv shall allocate such costs to the reimbursable and 
nonreimbursable purposes served by the project. 

COSTS INCURRED 

SEc. 203. Costs incurred both before and after the date of execu
tion of the agreement herein authorized are to be included in the 
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total for determining the Federal share of construction, operation, 
and maintenance costs. 

AUTHORIZATION OF APPROPRIATIONS 

SEC. 204. There are authorized to be appropriated for the im
plementation of the agreement referred to in Section 201 of this title 
$50,000,000 plus or minus such amounts, if any, as may be justified 
by reason of ordinary fluctuations in construction costs as indicated 
by engineering cost indices applicable to the types of construction 
involved therein and, in addition thereto, in accordance with subsec
tion 20l(b) of this title, such sums as may be required for operation " 
and maintenance: Provided, That no Federal funds may be expended 
pursuant to this title in advance of appropriations therefor: Pro
vided further, That appropriations pursuant to this title shall 
remain available until expended without any fiscal year limitation. 

TITLE III-SMALL RECLAMATION PROJECTS ACT 

REFERENCE TO SMALL PROJECTS ACT 

SEC. 301. As used in this title, the term "the Act" means the Small 
Reclamation Projects Act of 1956, as amended (43 U.S.C. 422a et 
seq.). 

· REHABILITATION AND BETrERMENT 

SEc. 302. Section 1 of the Act is amended by inserting after the 
word "laws" ", with emphasis on rehabilitation and betterment of 
exi_sting projects for purposes of significant conservation of water, 
energy, and the environment and for purpose of water quality 
controli". 

FILING FEE 

P.L. 99-546 

Energy. 
Environmental 
protection. 
43 USC 422a. 

SEC. 303. The second sentence of section 3 of the Act is amended 43 USC 422c. 
by striking "$1,000" and inserting in lieu thereof ''$5,000,.. 

COST SHARING 

SEc. 304. (a) Section 4(b) of the Act is amended by inserting "(1)" 
after (b) and by striking "by loan and grant under this Act" and 
inserting in lieu thereof "by loan and grant of Federal funds". 

(b) Section 4{b) of the Act is amended by adding the following new 
paragraph at the end thereof: 

"(2) The Secretary shall require each organization to contribute 
toward the cost of the project (other than by loan and/or grant of 
Federal funds) an amount equal to 25 percent or more of the 
allowable estimated cost of the project: Provided, That the Secretary, 
at his discretion, may reduce the amount of such contribution to the 
extent that he determines that the organization is unable to secure 
~nancing from other sources under reasonable terms and condi
tions, and shall include letters from lenders or other written evi
dence in support of any funding of an applicant's inability to secure 
such financing in any project proposal transmitted to the Congress: 
Provided further, That under no circumstances shall the Secretary 
reduce the amount of such contribution to less than 10 percent of 
the allowable estimated total project costs. In determining the 
amount of the contribution as required by this paragraph, the 
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Loans. 
Grants. 
43 USC 422d. 

Gifts and 
property. 
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43 USC 422e. 
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Omtracts. 

43 USC 390bb. 
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Secretary shall credit toward that amount the cost of investigations 
surveys, engineering, and other services necessary to the prepara: 
tion of proposals and plans for the project as required by the 
Secretary, and the costs of lands and rights-of-way required for the 
project, and the $5,000 fee described in section 3 of this Act. In 
determining the allowable estimated cost of the project, the Sec
retary shall not include the amount of grants accorded to the 
organization under section 5(b).". 

SOIL SURVEY 

SEC. 305. Section 4(c) of the Act is amended by inserting the 
following after the first sentence: "Each project proposal transmit
ted by the Secretary to the Congress shall include a certification by 
the Secretary that an adequate soil survey and land classification 
has been made, or that the successful irrigability of those lands and 
their susceptibility to sustained production of agricultural crops by 
means of irrigation has 'been demonstrated in practice. Such pro
posal shall also include an investigation of soil characteristics which 
might result in toxic or hazardous irrigation return flows.". 

COMPATIBILITY WITH CROPS PROJECTS 

SEC. 306. Section 5(b) of the Act is amended by striking everything 
after the words "joint use facilities properly allocable to fish and 
wildlife enhancement or public ··recreation;" and substituting the 
following in lieu thereof: 

"(5) that portion of the estimated cost of constructing the 
project which, if it were constructed as a Federal reclamation 
project, would be properly allocable to functions, other than 
recreation and fish and wildlife enhancement and flood control, 
which are nonreimbursable under general provisions of law 
applicable to such projects; and (6) that portion of the estimated 
cost of constructing the project which is allocable to flood 
control and which would be nonreimbursable under general 
provisions of law applicable to projects constructed by the 
Secretary of the Army.". 

REPAYMENT AND INTEREST 

SEC. 307. (a) Section 5( c)( 1) of the Act is amended by striking 
"fifty" and inserting in lieu thereof "forty". 

(b) Section 5(c)(2) of the Act is amended to read as follows: 
"interest, as determined by the Secretary of the Treasury, as of the 
beginning of the fiscal year in which the contract is executed, on the 
basis of the average market yields on outstanding marketable 
obligations of the United States with remaining periods of maturity 
comparable to the applicable reimbursement period of the project, 
adjusted to the nearest one-eighth of 1 percent on the unamortized 
balance of any portion of the loan- . 

"(A) which is attributable to furnishing irrigation benefits m 
each particular year to land held in private ownership by a 
qualified recipient or by a limited recipient, as such terms a:e 
defined in section 202 of the Reclamation Reform Act of 1982, m 
excess of three hundred and twenty irrigable acres; or, 

"(B) which is allocated to domestic, industrial, or municipal 
water supply, commercial power, fish and wildlife enhance-
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ment, or public recreation except that portion of such allocation 
attributable to furnishing benefits to a facility operated by an 
agency of the United States, which portion shall bear no 
interest.''. 

(c) The remainder of section 5(c) of the Act is stricken in its 
entirety. 

FISH AND WILDLIFE FUNDING 

P .L. 9·9-546 

SEC. 308. Section 8 of the Act is amended by adding at the end 43 USC 422h. 
thereof the following sentence: "The Secretary shall transfer to the 
Fish and Wildlife Service or to the National Marine Fisheries 
Service, out of appropriations or other funds made available under 
this Act, such funds as may be necessary to conduct the investiga-
tions required to carry out the purposes of this section.". ,, 

AUTHORIZATION AND LIMITATION 

SEC. 309. (a) Section 10 of the Act is amended in the first sentence Effective date:•. 
by inserting before ": Provided" "and, effective October 1, 1986, not 43 USC 422j. 
to exceed an additional $600,000,000". 

(b) Section 10 of the Act is further amended by adding at the end Loans. 
thereof the following: "Not more than 20 percent of the total Grants. 
amount of additional funds authorized to be appropriated effective 
October 1, 1986, for loans and grants pursuant to this Act shall be 
for projects in any single State: Provided, That beginning five years 
after the date of enactment of this Act, the Secretary is authorized 
to waive the· 20 percent ·limitation for loans and grants which meet 
the purposes set forth in section 1 of this Act: Provided further, That Ante, p. 3053. 
the decision of the Secretary to waive the limitation shall be submit-
ted to the Congress together :with the project proposal pursuant to 
section 4(c) of this Act and shall become effective only if the Ante, p. 3054. 
Congress has not, within 60 legislative 'days, passed a joint resolu-
tion of disapproval for such a waiver.". 

TRANSITION RUL~ 

SEC. 310. The provisions of Sections 303 and 308 of this title shall 
take effect upon enactment of this title. The provisions of sections 
304(a) and 305 of this title shall be applicable to all proposals for 
which final applications are received by the Secretary after Janu
ary 1, 1986. The provisions of Sections 302, 304(b), 306, and 307 shall 
be applicable to all proposals for which draft applications are re
ceived by the Secretary after Auguest 15, 1986. 

SURPLUS CROPS REPORT 

Effective date. 
43 USC 422a 
note. 

SEc. 311. The Secretary of the ·Interior and the Secretary of Reports. 
Agriculture shall review the effect of the Small Reclamation 
Projects Act of 1956, as amended, on the operation and objectives of 43 USC 422a et 
the programs of the Department of Agriculture dealing with the seq. 
production of surplus commodities as determined by the Secretary 
of Agriculture pursuant to the Agriculture Act of 1949, as amended, 7 USC 1421 note. 
and shall jointly submit a report of their findings to the Committee 
on Energy and Natural Resources and the Committee on Agri-
culture, Nutrition and Forestry of the Senate and the Committee on 
Inte!ior and Insular Affairs and the Committee on Agriculture of 
the House of Representatives no later than 120 days from the date of 
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enactment of this Ac~ together with their recommendations, if any, 
for any changes to either or both programs to better achieve the 
objectives of such programs. 

TITLE IV-VALIDATION OF CONTRACTS 

SEC. 401. The Federal Power Act (Act of June 10, 1920, 41 Stat. 
1063; 16 U.S.C. 791a et seq., and Acts amendatory thereof and 
supplementary thereto) is amended in section lO(e) (16 U.S.C. 803(e)) 
by deleting "Cbmmission." and inserting in lieu thereof: "Commis
sion: Provided however, That no charge shaU be assessed for the use 
of any Government dam or structure by any licensee if, before 
January 1, 1985, the Secretary of the Interior has entered into a 
contract with such licensee that meets each of the following require
ments: 

"(A) The contract covers one or more projects for which a 
license was issued by the Commission before January 1, 1985. 

"(B) The contract contains provisions specifically providing 
each of the following: 

"(i) A powerplant may be built by the licensee utilizing 
irrigation facilities constructed by the United States. 

"(ii) .The powerplant shall remain in ·'the exclusive con
trol, possession, and ownership of the licensee concerned. 

"(iii) All revenue from the powerplant and from the use, 
sale, or disposal of electric energy from the powerplant 
shall be, and remain, the property of such licensee. 

"(C) The contract is an amendatory, supplemental and 
replacement contract between the United States and: (i) the 
Quincy-Columbia Basin Irrigation District (Contract No. 14-06-
100-6418); (ii) the East Columbia Basin Irrigation District (Con
tract No. 14-06-100-6419); or, (iii) the South Columbia Basin 
Irrigation District (Contract No. 14-06-100-6420). 

This paragraph shall apply to . any project covered by a contract 
referred to in this paragraph only during the term of such contract 
unless otherwise provided by subsequent Act of Congress.". 

Approved October 27, 1986. 

LEGISLATIVE IDSTORY-H.R. 3113: 

HOUSE REPORTS: No. 99-257 (Comm. on Interior and Insular Affairs). 
SENATE REPORTS: No. 99-265 (Comm. on Energy and Natural Resources). 
CONGRESSIONAL RECORD: 

Vol. 131 (1985): Sept. 9, considered and passed House. 
Vol. 132 (1986): July 16, considered and passed Senate, amended. 

Oct. 14, House agreed to conference report. 
Oct. 15, Senate agreed to conference report. 

WEEKLY COMPILATION OF PRESIDENTIAL DOCUMENTS, Vol. 22 (1986): 
Oct. 27, Presidential statement. 
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ABSTRACT 

ob1ect1ve and Authority 

To develop interim guidelines for the calculation, assessment, collection and 
crediting of payments and charges to be paid by Central Valley Project 
(Project) water and power beneficiaries as required by subsections 3404(c)(3), 
3405(d), 3405(a)(l)(B), and 3406(c)(l), and Section 3407 of Title 34 of Public 
Law 102-575. The incremental revenues collected as a result of the 
requirement to pay these payments and charges shall constitute the Project 
Restoration Fund (hereafter referred to as the Restoration Fund) and are to be 
used by the Secretary of the Interior (Secretary) as required by Title 34. 

The Restoration Fund 

The Bureau of Reclamation has established the Restoration Fund account in 
which to deposit and record the receipt of monies appropriated by Congress to 
carry out the programs, projects, plans, and wildlife restoration, improvement 
and acquisition provisions of Title 34. 

Deposits 

All incremental revenues collected as a result of the requirement to pay Pre
Renewal Charges [subsection 3404(c)(3)], Tiered Water Rates [subsection 
3405(d)], Transferred Water Rates [subsection·3405(a)(l)(B)], Friant 
Surcharges [subsection 3406(c)(l)], Municipal and Industrial Surcharges 
[subsection 3407(d)(2)(A)] (herein collectively referred to as the Non
Discretionary Payments), which are to be assessed and collected annually1 by 
Reclamation, and all Non-Federal Contributions [subsection 3407(a)], ff any, 
which are received to advance the specific purposes of Title 34, will be 
deposited into the Restoration Fund. 

The other principal source of funds -- referred to in the Interim Guidelines 
as lleatoration Payments [subsections 3407(c) and (d) (and sometimes referred 
to as Discretionary Payments)] -- cannot be collected, at least through fiscal 
year 1997, absent Congressional appropriations. If the total amount 
appropriated· on an annual average basis by Congress following enactment of 
Title 34 does not equal $50 million (October 1992 price levels), the Secretary 
shal! . .; as may be limited by the various provisions of subsection 3407(d) of 
Title 34 -- automatically impose Restorat~on Payments in each year thereafter 
sufficient to provide for the annual,collection of $50 million (Oc::tober 1992 
price levels). The later action will change the Re~toration Payments from 
Discretionary Payments to Non-Discretionary Payments. 

1 Consistent with Title 34, Pre-Renewal Charges will not be assessed and 
collected until certain conditions are met. See Part C of these Interim 
Guidelines . 

1 
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Diagram l illustrates the relative relationship of the Discretionary Payments, • 
Non-Discretibnary Revenues and Non-Federal Contributions, if any, to the 
Restoration Jund. 

Authority to use Punds 

Restoration Punds to carry out the provisions of Title 34 are made available 
in two ways: 

1. Non-Federal Contributions for a specific purpose are available for 
expenditure without Congressional action. These funds can only be 
expended for the expressed purposes of the contributions and, in 
contrast to the Discretionary Payments and Non-Discretionary 
Revenues, are not subject to appropriation. 

2. All remaining funds (which can vary from $0 to as much as $50 
million annually) (October 1992 prices) are made available by 
Congress through appropriations for use by the Secretary to carry 
out the provisions of Title 34. 

All Non-Discretionary Revenues are automatically received and deposited into 
the Restoration Jund. However, these receipts cannot be used unless and until · 
approp~iated·by Congress. At least through fiscal year 1997, the other source 
of Restoratiou Punds -- the Discretionary Payments -- are to be assessed and 
collected in response to, and to the extent required by, Congressional 
appropriations. llestoration. l'\l1ld reve~• do not;, nee4:, to ~; ,~~ll,ec.ted. prio; 
to expenditure by th•. Secr~tary,' u"™"4 · there · is a ·;ieaaonitili" axpadrtiori 
that .ta ~·will•l>a;collected .- pmw,clr••--• .lllteria ~~f~ . 
the subject fiscal yau, and the applicable appropdatiou~do,ttt'''' 
advance collection. 

Annually, the Secretary will develop a budget and request the appropriation of 
funds from the Restoration Fund for Title 34 activities. A portion of those 
funds will be derived from the projected collection of Non-Discretionary 
Revenues. Appropriate language will be included in the budget request to 
raise the remaining amount, if any, through assessment and collection of 
Discretionary Payments. However, at least through fiscal year 1997, the final 
amount of Restoration Pund collections and amounts to be made available, if 
any, from the Restoration Jund each year is the prerogative of the Congress 
and is to be decided through the appropriation process. 

2 • 
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DIAGRAII 1 

lUIVDUBS TO BBAPPLIBD TO DB RBS'!ORATIOB l'VJID, 
CD'l'RAL VALLBY PROJBCT, TITLB 34, PUBLIC LAW 102-575 

RESTORATION' 
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Pre-Renewal Charge~ "'>'-/O'f (c:)(1,) 
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Transfer Revenues . :i'{o ~(o,..J(:t)(e,) 

Tiered Rate Revenues '"I 'I o S' <..) 

-- M&I Surcharges 

z; 
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* 
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* 
* 
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Payments 

Commercial 
· Power 

Restoration Payments,,/ )•to,(d) 

I 
Irrigation M&I Water 

Water 

***Bon-Federal Contributions 

2 The Restoration Payments will remain Discretionary Payments at least 
through fiscal year 1997. If annual appropriations following enactment of 
Title 34 do not equal $50 million (October 1992 price levels), the Secretary 
shall impose Restoration Payments each year thereafter sufficient to collect 
annually $50 million (October 1992 price levels). Under such circumstances, 
Restoration Payments become Non-Discretionary Payments. 
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PART A 

DEFINITIONS 

As used herein, the term: 

1. "Act" means the Central Valley Project Improvement Act (CVPIA), Title 
XJCCIV of Public Law 102-575, enacted October 30, 1992. 

2. "Project" means the Central Valley Project, California. 

3. "Secretary" means the Secretary of the Interior, or his designee. 

4. •Project Water• means all water that is developed, diverted, stored or 
delivered by the Secretary in accordance with the statutes authorizing 
the Central Valley Project and in accordance with the terms and 
conditions of water rights acquired for the Central Valley Project 
pursuant to California law. 

5. "Water Contractor" shall mean any entity or individual who is a party to 
a Water Service Contract, a Repayment Contract or a Water Rights 
Settlement Contract with the United States for a Project Irrigation 
and/or Municipal and Industrial Water supply, which may be su.pplemental 
to a non-Project water supply, pursuant to Section 9 of the Reclamation 
Projec~ Act of 1939, as amended and supplemented. 

6. "Irrigation Water• means Project Water to be used for agricultural 
purposes as set forth in the Water Contractor's Water Service, Repayment 
or Water Right Settlement Contract. 

7. "Municipal and Industrial (M&I) Water• means Project Water to be used 
for other than agricultural purposes as set forth in the Water 
Contractor's Water Service, Repayment or Water Rights Settlement 
Contract. 

8. "Repayment Contract" means a contract with the United States providing 
Project Water pursuant to subsections (c)(l) and/or (d) of Section 9 of 
the Reclamation Project Act of 1939 .. 

9. •water Service Contract" means a contract with the United States 
providing Project Water pursuant to subsections (c)(2) and/or (e) of 
Section 9 of the Reclamation Project Act of 1939, including Water Rights 
Settlement Contracts which provide for the delivery of supplemental 
Project Water. 

10. "Warren Act Contract" means a contract with the United States providing 
for the storage and/or conveyance of non-Project Water in and/or through 
Project facilities pursuant to the Act of February 21, 1911 (Public Law 

4 
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61-406), as supplemented by Section 305 of Public Law No. 102-250 and 
subsection 3408(c) of Public Law No. 102-575, between the United States 
and an entity 

11. "Water Rights Settlement Contract" means a contract with the United 
States providing a supply of Base Water pursuant to Section 14 of the 
Reclamation Project Act of 1939 (1939 Act) and probably but not 
necessarily a supplemental supply of Project Water pursuant to Section 9 
of the 1939 Act, as amended and supplemented. 

12. "Base Water" means the quantity of non-Project Water made available to a 
Water Contractor without payment to the United States and without 
application of the acreage limitation provisions of Federal reclamation 
law as specified in a Water Rights Settlement Contract with the United 
States., 

13. "Exchange Water" means the Project Water made available during each year 
to the Exchange Contractors pursuant to the Exchange Contracts without 
payment to the United States and without application of the acreage· 
limitation provisions of Federal Reclamation law. 

14. "Exchange Contract" means a contract with the United States entered into 
pursuant to Section 14 of the Reclamation Project Act of 1939, as 
amended and supplemented, providing a supply of Project Water to- afr,,,,;_il;;i,;::: 

Exchange Contractor in lieu of the Exchange Contractor exercising ·· 
certain rights to the use of other waters. 

15. "Exchange Contractors" means the entities or individuals who are parties 
to an Exchange Contract with the United States for an Exchange Water 
supply pursuant to Section 14 of the Reclamation Project Act of 1939, as 
amended and supplemented. 

16. "Additional Project Water" means that Project Water made available by 
the United States to a Water Contractor in a given year which is in · 
excess of the maximum total quantity of Project Water· specified in the 
long-term Water Service, Repayment or Water Rights Settlement Contract 
with the Water Contractor. 

17. "Flood Water" means a temporary Project Water supply made available to a 
Water Contractor as a result of an unusually large water supply not 
otherwise storable for Project purposes or infrequent and otherwise 
unmanageable flood flows of short duration. 

18. "Delivered Project Water" means all Project Water scheduled by the Water 
Contractors or Exchange Contractors for delivery by the United States 
consistent with the terms of the applicable contract and made available 
by the United States at the approved point(s) of delivery, less that 
Project Water which is not diverted but remaining under the physical 
control of the Project (e.g., in a Project canal). 

19. "Section 215 Water" means Flood Water made available to the Water 
Contractor for agricultural purposes without application of the acreage 
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limita~ions and/or the full-cost provisions of Federal reclamation law 
pursuant to a contract with the United States. [See 43 CFR. Section 
426.13(a)(3) .1] 

20. "Cost of Service Water Rate" means the annual charge for Irrigation 
Water and M&I Water established pursuant to the then applicable Project 
Water ratesetting policy which will recover all costs assigned to the 
Irrigation and M&I Water supply functions, respectively, within the 
established repayment period. 

21. "Irrigation Full Cost Rate" means the annual charge described in 
paragraph (3) of Section 202 of the Reclamation Reform Act of 1982 
(RRA), which, as determined by the Secretary, amortizes the expenditures 
for construction allocable to Project irrigation facilities in service, 
including all operation and maintenance (O&M) deficits funded, less 
payments, over such periods as may be required under Federal reclamation 
law or applicable contract provisions, with interest on both accruing 
from October 12, 1982, on costs outstanding at that date, or from the 
date incurred in the case of costs arising subsequent to October 12, 
1982. 

22. "M&I Full Cost Rate• means the armual charge described in paragraph (3) 
of Section 202 of the RRA, which, as determined by the Secretary, · shall 
amortbe the expenditures for construction allocable to M&I facilities 
in service, including all operation and 06M deficits funded, less 
payments, over such periods as may be required under Federal reclamation 
law or applicable contract provisions, with interest on both accruing 
from the dates such costs were first incurred. 

23. "Non-Discretionary Payments" means those payments and charges required 
by the Act to be assessed and collected by the Secretary independent of 
the level of Congressional appropriations relative to the Central Valley 
Project Restoration Fund. 

24. "Non-Discretionary Revenues" means those incremental revenues which are 
accrued as a result of the annual collection of the Non-Discretionary 
Payments required by the Act and which exceed the amounts that would 
have been collected in the absence of the requirement to pay the Non
Discretionary Payments. 

25. "Discretionary Payments" means those payments and charges required by 
the Act to be assessed and collected by the Secretary as may be required 
by Congress through the annual appropriations process. 3 

3 "Discretionary Revenues" are the same as "Discretionary Payments" as 
100 percent of the Discretionary Payments are to be credited to the 
Restoration Fund. Accordingly, there is no need to include a definition of 
"Discretionary Revenues." 
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26. "Transfer Revenue" means that portion of the Transferred Water Rate as 
described in Part E of the Interim Guidelines which is in excess of the 
Water Contractor's Cost of Service Water Rate; if applicable, and is to 
be credited to the Restoration Fund in the absence of the requirement to 
pay the Irrigation Full Cost Rate pursuant to the RRA. 

27. "Ability to Pay" is that portion of the increased net farm income 
attributable to the off farm water supply (supplies) after allowances 
have been made for returns to farm investment and to family labor and 
management. 
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PART.I 

DEPOSITS TO THE RESTORATION FUND 

[Subsection 3407(a)] 

1, Revenues to be Deposited 

The Restoration Fund shall serve as the depository in the Treasury of the 
United States for all revenues received by the Secretary from the following 
sources: 

a. ✓ Pre-Renewal Charges [subsection 3404(c)(3)] - Described in Part C of 
these Interim Guidelines 

✓ b. Tiered Water Revenues [subsection 3405(d)] • Described in Part D of 
these Interim Guidelines 

c/ Transfer Revenues [subsection 3405(a) (l)(B) • Described in Part E of 
these Interim Guidelines 

d.✓ Friant Surcharges [subsection 3406(c) (1)] - Described in Part F of 
these Interim Guidelines 

✓ 
e. H&I Surcharges [ subsection 3407 ( d)( 2 )(A)] - Described in Part G of 

these Interim Guidelines 

f. ✓ Restoration Payments [subsection 3407(c) & (d)] - Described in Part 
Hof these Interim Guidelines 

g. ✓ Hon-Federal Contributions [subsection 3407(a)] - Described in Part J 
of these Interim Guidelines 

All interest and penalty charges collected for delinquent payment of 
Restoration Fund payments and charges required by this Act shall be deposited 
to the Restoration Fund, but will not be credited to the Water Contractor or 
Power. All administrative charges collected for past due payment of 
Restoration Fund charges and payments shall be deposited to the Treasury of 
the United States without credit to the Water Contractor or Power. 
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2, Contractor Accounts 

On behalf of.the Secretary, Reclamation shall keep accounts of all payments 
deposited in the llestoratiou Fund on behalf of each Water Contractor and of 
the total payments received from Power. Deposits to the llestoration Fund 
which are used to pay for the projects. studies or facilities set forth in 
subsection 3406(b) 4 of the Act shall offset an equal amount of the Yater 
Contractors' or Power's assigned repayment obligations resulting from the 
implementation of any activities described in the Act. 

4 Many subsection 3406(b) activities are wholly or partially 
reimbursable. Costs assigned to the reimbursable functions, including power 
and water, are to be allocated and recovered consistent with conventional 
Reclamation law and policy. Construction costs are usually capitalized 
through the power and water rates. In the event Restoration Funds are used to 
"upfront finance" subsection 3406(b) activities, the CVPIA requires that all 
amounts so used be immediately credited to the Yater Contractors and Power. 
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l. Applicability 

PART C 

PRE-QNEWAL CHARGES 

[Subsection 3404(c)(3)] 

Beginning on October 1, 1997, or January 1 following the calendar year of 
completion o~ the programmatic environmental impact statement (PEIS) required 
by Section 3409 of the Act, whichever occurs first, all Water Contractors 
having an existing Water Service, Repayment or Water Rights Settlement 
Contract which was in effect on October 30, 1992, excepting those Water 
Contractors specifically exempted as described below, shall be assessed 
annually a pre-renewal mitigation and restoration payment (hereafter referred 
to as Pre-Renewal Charges) for each acre-foot of Delivered Project Water. 

For the purposes of applying the Pre-Renewal Charges, Project,Water shall 
include any Project Water provided under a Water Rights Settlement Contract, 
Additional Project Water, and/or Project Water transferred to a transferee(s) 
pursuant to an approved transfer. Such assessments shall cease on the 
effective date of renewal of the Water Service, Repayment or Water Rights 
Settlement Contract. 

Water Contractors shall not be assessed Pre-Renewal Charges if one of the 
following conditions is met: 

a. The Water Contractor's existing Water Service, Repayment or Water 
Rights Settlement Contract was renewed between January 1, 1988, and 
October 30, 1992, or; 

b. If the PEIS is not completed by October l, 1997, and prior to that 
date the Water Contractor enters into a binding agreement with the 
United States to renew the existing Water Service, Repayment or 
Water Rights Settlement Contract immediately upon completion of the 
PEIS and all other documentation as .may be required by the National 
Environmental Policy Act. 

Pre-Renewal Charges are not applicable to Base Water, Exchange Water, Section 
215 Water, Flood Water, or Warren Act Contract water. 
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2. Rescheduled Water5 

With the exception of Water Contractors specifically exempt from Pre-Renewal 
Charges as provided above, Pre-Renewal Charges will be applicable under 
certain circumstances to Project Water which is rescheduled from one water 
year (e.g., water year X) to a later water year (e.g., water year X+l). 
Because the Act applies Pre-Renewal Charges only to Delivered Project Water, 
rescheduled Project Water which is delivered to a Water Contractor or a 
transferee pursuant to an approved transfer following the effective date of 
application of the Pre-Renewal Charges shall be assessed Pre-Renewal Charges 
at the rate applicable to the Water Contractor in the year of actual delivery 
(e.g., year X+l). 

3, Banking of Transferred water 

In those instances when transferred Project Water is banked with an 
intermediary (third) party for the principal purpose of providing a future 
wat~J supply8 to the transferee, the water shall be treated as Delivered 
Project Water upon delivery to the intermediary and not when withdrawn from 
the bank. The Pre-Renewal Charges shall be those in effect in the year of 
delivery to the intermediary. 

4. Payments 

The Pre-Renewal Charge shall equal one and one-half times the Restoration 
Payments applicable to the Water Contractor for Irrigation and/or M&I Water as 
described in Part Hof these Interim Guidelines. 

Pre-Renewal Charges must be paid to the United States by the Water Contractor 
prior to the effective date of renewal of the Water Contractor's existing 
Water Service or Repayment Contract. 

5. Type of Water use 

For the purpose of applying Pre-Renewal Charges to Project Yater, the type of 
Project Water use (Irrigation or M&I) and the resulting rate to be paid shall 
be consistent with the actual use of such water by the Water Contractor or a 
transferee(s) pursuant to an approved transfer. In those instances when the 
Project Water is banked with an intermediary for the principal purpose of 
providing a ·future water supply to a transferee, the type of water shall be 
consistent with the ultimate intended use by the transferee consistent with 
the applicable transfer agreement. 

5 All proposals to reschedule Project Water to a later water year must 
be approved by Reclamation. 

6 The future water supply may be accomplished through a water exchange. 
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6, llelationship to Other Payments and SUrcharges 

Pre-Renewal Charges shall be paid by the Yater Contractor (the transferor) in 
addition to any other applicable payments or charges as required by the Act 
and other applicable provisions of Federal reclamation law (hereafter referred 
to as reclamation law). Transferees are not responsible for payment to the 
United States of Pre-Renewal Charges. 

7, Revenues to be credited to the Restoration :Fund 

All Pre-Renewal Charges shall be credited to the Restoration Fund described in 
Part B of these Interim Guidelines. 

" 
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9 PART D 

TIERED WATER RATES 

[Subsection 3405(d)] 

1, Appli.cability 

New, renewed and amended Water Service, Water Rights Settlement or Repayment 
Contracts which are executed after October 30, 1992, and which have a·term 
longer than three years are subject to the Tiered Water Rate provisions of the 
Act. Pursuant to such contracts, Tiered Water Rates shall be applied to all 
Delivered Project Water, including that provided under a Water Rights 
Settlement Contract, Additional Project Water and Project Water transferred 
pursuant to an approved transfer. 

Tiered Water Rates shall not be applied to Base Water, Exchange Water, Section 
215 Water, Flood Water, Warren Act Contract water; or to Project Water used to 
produce a crop that the Secretary determines, in writing, provides significant 
and quantifiable waterfowl habitat in the fields where the water is used and 
the crops are produced, provided such deliveries are made and used consistent 
with the terms of a binding agreement to be signed by the Water Contractor, 
the participating landholder(s), and the United States. 

Project Water not subject to Tiered Water Rates shall be paid for at the rate 
otherwise applicable to such water. 

2, Calculation and Application of Tiered Water Rates 

Tiered Water Rates shall be computed annually by Reclamation consistent with 
the following criteria: 

a. First Tier: Up to and including the first 80 percent of the Water 
Contractor's maximum combined contractual Project Water entitlement 
(including Irrigation, M&I, Class 1, and Class 2 Water, if any; but 
excluding Base, Exchange, Flood, Section 215, and Warren Act 
Contract water, if any) shall be paid for by the Water Contractor at 
the applicable contract water rate(s). 

b. Second Tier; lilater in excess of 80 percent and up to and including 
90 percent of the Water Contractor's maximwa combined contractual 
Project Water entitlement shall be paid for by the Water Contractor 
at the following applicable rates: 

(1) Irrigation Water: a rate equal to the average of the otherwise 
applicable contract rate for Irrigation Water and the 
applicable Irrigation Full Cost Rate. 
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(2) M&I Water: a rate equal to the average of the otherwise 
applicable contract rate for M&I Water and the applicable M&I 
Full Cost Rate. 

c. Third Tier; Water in excess of 90 percent of the Water Contractor's 
maximum combined contractual Project Water entitlement, if any, 
shall be paid for by the Water Contractor at the applicable Full 
Cost Rate. 

Irrigation Full Cost Rates are calculated pursuant to the applicable 
provisions of the RRA. The Irrigation Full Cost Rates include components to 
recover applicable operation and maintenance (O&M) costs, accumulated 
deficits, capital costs, and interest on unpaid capital costs. Irrigation 
Full Cost Rates are computed to recover O&M costs within the year incurred; 
accumulated deficits within the authorized repayment period; and capital costs 
amortized at the applicable RRA interest rate over the remaining repayment 
period. 

M&I Full Cost Rates are calculated pursuant to a similar procedure to that 
used for computing the Irrigation Full Cost Rates. 

Consistent with the above, a Water Contractor shall not be subject to the 
Second and Third Tier water rates if the cumulative total of all Project Water 
delivered to.the Water Contractor and/or a transferee(s) ina given contract 
year equals 80 percent or less of the Water Contractor's maximum combined 
contractual Project Water entitlement. 

Pursuant to these Interim Guidelines, all Additional Project Water, if any, 
but excepting that providing significant and quantifiable waterfowl habitat, 
shall be charged at the applicable Third Tier rate. 

3. Rescheduled Jater7 

Tiered Water Rates will be applicable under certain circumstances to that 
Project Water which is rescheduled for delivery from one water year (e.g., 
water year X) to a later water year (e.g., water year X+l). Because the Act 
applies Tiered Water Rates only to Project Water actually delivered, 
rescheduled Project Water is not subject to Tiered Water Rates unless and 
until delivered to the Water Contractor or a transferee(s) pursuant to an 
approved transfer, provided the subject Water Contractor is subject at the 
time of delivery to Tiered Water Rates consistent with the above Applicability 
provisions (subsection 1 of Part D). 

The applicable Tiered Water I.ates shall be those in effect in the year of 
actual delivery (e.g., water year X+l). However, the Second and Third Tier 
rates shall be applied only if the amount of rescheduled water delivered in 

7 All proposals to reschedule the delivery of Project Water to a later 
water year must be approved by Reclamation. 
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the later year (e.g., water year X+l) when added to the Project Water 
otherwise delivered in the later water year exceeds 80 and 90 percent, 
respectively, of the maximum contractual entitlement applicable in the later 
water year (e.g, water year X+l). 

4. Banking of Transferred Water 

In those instances when transferred Project Water is banked with an 
intermediary (third) party for the principal purpose of providing a future 
water supply to the transferee, the water shall be regarded as Delivered 
Project Water when delivered to the intermediary party and not when withdrawn 
from the bank. 

5. Type of Water Use 

For the purpose of applying Tiered Water Rates to Project Water transferred 
pursuant to the Act, the type of water use (Irrigation or M&I) and the rate to 
be paid shall be consistent with the actual use of the water by the Water 
Contractor or by the transferee. In .those instances when the Project Water is 
banked with an intermediary for the principal purpose of providing a future 
water supply to a transferee, the type of water shall be consistent with;,.fh~"' 
ultimate intended use by the transferee consistent with the applicable ·· · 
·transfer agreement. 

6. Determination of Tiered water Rate Threshold Percentages 

Reclamation's water delivery records, which document the monthly and 
cumulative quantities of Delivered Irrigation and M&I Project Water, shall be 
used to determine the water deliveries, if any, in excess of 80 and 90 percent 
of the maximum combined contractual entitlement. 

Z, Payments Due. Late ranents and Adjustments 

Tiered Water Rates shall be paid in accordance with the payment terms included 
in the Water Contractor's then existing Water Service or Repayment Contract. 
Similarly, specifics regarding past due payment of Tiered Water Rates shall be 
accomplished in a manner consistent with the terms included in the Water 
Contractor's then existing Water Service or Repayment Contract. 

Transferees are not responsible for payment to the United States of the Tiered 
Water I.ates which may be applicable to Project Water transferred into their 
respective service areas. 
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8. Relationship to Other Payments and Surcharges 

The respomiibility of the water Contractor to pay the applicable Tiered Water 
Rates as described above shall be in addition to all other payments required 
by the Act and other applicable provisions of reclamation law. 

In the event Project Vater is concurrently subject to a Tiered Water Rate, a 
Full Cost Rate under the RRA and/or a Transferred Water Rate (see Part E of 
these Interim Guidelines), the Water Contractor shall be required to pay the 
higher (highest) of the applicable rates. (The application of this procedure 
is shown in the examples included in Appendix A). 

9. Revenues to be credited to the Restoration Fund 

All revenues received over and above what would otherwise have been collected 
as a result of the application of the Tiered Water Rates (hereinafter referred 
to as Tiered Rate Revenues) shall be credited to the Restoration Fund as 
provided in Part B of these Interim Guidelines. In the absence of the 
requirement to pay the Irrigation Full Cost Rate pursuant to the RRA, Tiered 
I.ate Revenues shall consist of those revenues which exceed the Water 
Contractor's assigned Cost of Service Rate(s). 8 No Tiered Rate Revenues 
shall be deposited or credited to the Restoration Fund for.water otherwise 
subject to the Irrigation Full Cost Rate provisions of the RRA. 

10. B.egpests for Waterfowl Habitat Exemption 

The Water Contractor is responsible for submitting formal requests and 
necessary documentation for consideration for an exemption from Tiered Water 
I.ates based upon waterfowl habitat value. (Criteria for waterfowl habitat 
exemption are to be developed by the United States Fish and Wildlife Service.) 

8 In the event the Water Contractor is subject to both the Transferred 
Water Rate and Tiered Water Rate provisions of this Act (but not the 
Irrigation Full Cost Rate), the total credited amount of Tiered Rate Revenues 
and Transfer Revenues per acre-foot shall not exceed the absolute difference 
between the highest rate required to be paid and the Cost of Service Rate. 
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1. AaHcability 

PART E 

TRANSFERRED WATER RATES 

{Subsection 3405(a)(l)(B)] 

All Project Water, including Class 1 'later, Class 2 Water, and Project Water 
provided pursuant to a Water Rights Settlement Contract, which is transferred 
pursuant to the transfer provisions of the Act from a Water Contractor to an 
entity (transferee) which was n-2.t a Water Contractor on October 30, 1992, 9 

and is used by the transferee as: 

a. Irrigation Yater shall be paid for by the Water Contractor at the 
Full Cost Rate applicable to the 'later Contractor. 

b. M&I Water shall be paid for by the Water Contractor at the M&I water 
rate applicable to the Water Contractor as determined by Reclamation 
consistent with the then current Project M&I ratesetting policy and 
applicable reclamation law. 

All Exchange Water which is transferred pursuant to the transfer provisi!)TIS of. 
the Act from an Exchange Contractor to an entity (transferee) which was not a 
Water Contractor on October 30, 1992, and is used by the transferee as: 

a. Irri1ation Yater shall be paid for by the Exchange Contractor at the 
Full Cost Rate which would be applicable to the Exchange Contractor 
if required to pay for Project water consistent with the then. 
current Project irrigation ratesetting policy and applicable 
reclamation law. 

b. M&I Water shall. be paid for by the Exchange Contractor at the M&I 
rate which would be applicable to the Exchange Contractor if 
required to pay for Project water consistent with the then Project 
M&I ratesetting policy and applicable reclamation law. 

Irrigation and M&I Full Cost Rates applicable to the Exchange Contractors are 
to be calculated similarly to those computed for Water Contractors. Unlike 
Water Contractors, there are no surpluses or deficits applicable to the yearly 

9 Entities which held short-term or interim Water Service Contracts in 
effect on October 30, 1992, without a right of renewal may be a recipient of 
transferred Project Water pursuant only to the authority of Section 3405 of 
the CVPIA. Such entities do not qualify for within-Project ("Contractor to 
Contractor")·transfers following expiration of the Water Service Contract in 
effect on October 30, 1992. 
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Project water operations preformed on the behalf of the Exchange Contractors. 
Accordingly, surpluses or deficits are not reflected in Irrigation or M&I 
Full Cost Rates applicable to Exchange Contractors. 

The Transferred Water llatea described above do not include charges for 
additional Project services, if any, which may be needed to effectuate a 
transfer from a Water Contractor or an Exchange Contractor to a transferee. 
Charges for such additional Project services shall be computed based on the 
specific circumstances of the proposed transfer. 

The Transferred Water llates are not applicable to Base Water or Warren Act 
Contract deliveries. In addition, transfers of Project Water between entities 
qualifying as Project Water Contractors on October 30, 1992, 10 are not 
subject to the Transferred Water llate provisions of the Act. 

2, Rescheduled water11 

Transferred Water llates are applicable to Project Water which is rescheduled 
from one water year to a later water year and delivered pursuant to an 
approved transfer agreement with the United States to a transferee which was 
.112.t a Water Contractor on October 30, 1992. Because the Act applies 
Transferred Vater llatea only to Project Yater actually delivered, rescheduled 
Project Water is not subject to Transferred Water B.ates until physically 
delivered to such a transferee. Water which is rescheduled from one water 
year and delivered in a later water year (e.g., water year X+l) to a 
transferee shall be subject to the Water Contractor's applicable Transferred 
Water B.ates in effect in the year of delivery (e.g., water year X+l). 

3. Banking of Transferred Jater 

In those instances when transferred Project Water is banked with an 
intermediary (third) party for the principal purpose of providing a future 
water supply to the transferee, the water shall be regarded as Delivered 
Project Water upon delivery to the intermediary and not when withdrawn from 
the Banlt. 

4. Type of Water Use 

For the purpose of administering the Transferred Water llate provisions of the 
Act, the manner in which Project Water is used (as Irrigation Water or M&I 
Water) and the resulting rate to be paid shall be conststent with the actual 
use of such water by the transferee(s). In those instances when Project Water 

10 See footnote 9. 

11 All proposals to reschedule water to a later water year must be 
approved by Reclamation. 
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is banked with an intermediary, the type of water use shall be consistent with 
the ultimate intended use by the transferee consistent with the applicable 
transfer agreement. 

5. Payments Due. Delinquent Payments and Adiustments 

a. Water Contractors, The Water Contractor (the transferor) is 
responsible for full payment of all applicable Transferred Water 
Rates for Project Water transferred by the Water Contractor pursuant 
to the transfer provisions of the Act. 

Notwithstanding any requirements for the advance payment for Project 
Water as may be required by the applicable Water Service or 
Repayment Contract, the total amount of Transferred Water Rate 
payments, if any, owed for Project Water delivered to a 
transferee(s) or an intermediary is due and payable by the Water 
Contractor bv the end of the month followin£ the month of delivery . ., - -
Such amounts shall be consistent with the quantities of Project 
Irrigation and M&I Water shown in Reclamation's water delivery 
report for the subject month. The water delivery report shall be 
regarded by the Water Contractor as a bill for all Transferred Water 
Rate payments. 

Any adjustments for overpayment or underpayment shall be 
accomplished through the adjustment of Transferred Water Rate 
payments or other charges due to the United States relative to the 
subject Water Service or Repayment Contract and payable in the next 
month. 

Past due payment of Transferred Water Rates shall be accomplished in 
a manner consistent with the past due terms included in the Water 
Contractor's then existing Water Service or Repayment Contract. 

b. Exchange Contractors, The Exchange Contractors are responsible for 
full payment of all Transferred Water Rates for Exchange Water 
transferred pursuant to the transfer provisions of the Act. The 
total amount of Transferred Water Rate payments, if any, owed for 
water delivered to a transferee(s) or an intermediary is due and 
payable by the Exchange Contractor by the end of the month following 
the month of delivery. Such amounts shall be consistent with the 
quantities of Project Irrigation and M&I Water shown in 
Reclamation's water delivery report for the subject month. The 
wa~er delivery report shall be regarded by the Exchange Contractor 
as a bill for all Transferred Water Rate payments. 

Any adjustments for overpayment or underpayment shall be 
accomplished through the adjustment of Transferred Water Rate 
payments due to the United States relative to the subject Exchange 
Contract and payable in the next month. In the absence of such 
future payments in the next month, overpayment shall be refunded to 
the Exchange Contractor. 
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6. 

Specifics regarding past due payment of Transferred Water Rates -
shall be accomplished in a manner consistent with the terms included 
in Appendix B herein. 

c. Transferees, Transferees are not responsible for payment to the 
United States of Transferred Water Rates which may be applicable to 
Project Water transferred into their respective service areas. 

Relationship to Other Payments and Surcharges 

The responsibility of the Water Contractor or Exchange Contractor to pay the 
applicable Transferred Water Rates as described above shall be in addition to 
all other payments required by the Act and other applicable provisions of 
reclamation law. 

In the event Project Water is concurrently subject to the Transferred Water 
Rate provisions of this Act, an Irrigation Full Cost Rate as required by the 
RRA and/or a Tiered Water Rate (see Part D of these Interim Guidelines), the 
Water Contractor or Exchange Contractor shall pay the higher (highest) of the 
applicable rates. (The application of this procedure is shown in the examples 
included in Appendix A). 

7, Revenues to be credited to the Restoration fun.d 

In the absence of the requirement to pay the applicable Irrigation Full Cost • 
Rate pursuant to the RRA, all Transferred Water late payments in excess of the 
Water Contractor's Cost of Service Rate (hereafter referred to as Transfer 
Revenues) shall be calculated and credited by Reclamation to the Restoration 
ll'und.12 

In the absence of the requirement to pay the applicable Irrigation Full Cost 
Rate pursuant to the RRA, Transferred Water late payments required to be made 
for the transfer of Exchange Cont~actor water to an entity which was Il2.t a 
Water Contractor on October 30, 1992, shall be deposited in full to the 
Restoration Fund. 

No Transfer Revenues shall be deposited or credited to the Restoration Fund 
for Project Water otherwise subject to the Irrigation Full Cost Rate 
provisions of the RRA as such revenues shall be credited in the normal manner 
for RRA receipts. 

12 In the event the Water Contractor is subject to both the Transferred 
Water Rate and Tiered Water Rate provisions of this Act (but not the 
Irrigation Full-Cost Rate), the total credited amount of Tiered Rate Revenues 
and Transfer Revenues per acre-foot shall not exceed the absolute difference 
between the highest rate required to be paid and the cost-of-service rate. 
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l. Applicability 

PART F 

FRIANT SURCHARGES 

[Subsection 3406(c)(l)] 

Beginning on October 31, 1992, all Water Contractors who receive Project Water 
from the Friant Division pursuant to a Water Service, Water Rights Settlement 
or Repayment Contract shall pay to the United States the applicable Friant 
Surcharge for each acre-foot of Delivered Project Water, including Class 1 and 
Class 2 Water; Flood Water used for M&I purposes; Section 215 Water; 
Additional P~oject Water; Project Water provided pursuant to a Water Rights 
Settlement Contract; and/or Project Water delivered to a transferee(s) 
pursuant to an approved transfer(s). 

The Friant Surcharges shall continue until such time as flows of sufficient 
quantity, quality and timing are provided at or below Gravelly Ford to meet 
the anadromous fishery needs of the San Joaquin River identified in a plan to 
be developed by the Secretary and approved by an act of Congress. 

Friant Surcharges are not applicable to Warren Act Contract or_Base Water 
deliveries. 

2. l.escheduled water13 

Friant Surcharges are applicable to Project Water which is released from 
Friant Division facilities and rescheduled from one water year (e.g., water 
year X) and delivered in a later water year (e.g., water year X+l). Because 
the Act applies Friant Surcharges only to Project Water actually delivered, 
rescheduled Project Water which is delivered to a Water Contractor, a 
transferee or intermediary on behalf of the transferee shall be subject to 
Friant Surcharges applicable to the Water Contractor in the year of actual 
delivery (e.~., year X+l). 

3. Banking of Transferred Water 

In those instan~es when transferred Friant Division Project Water is banked 
with an intermediary (third) party for the principle purpose of providing a 
future water supply to the transferee, the water shall be treated as Delivered 

13 All proposals to reschedule Project Water to a later water year must 
be approved by Reclamation. 
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Project Water upon delivery to the intermediary party and not when withdrawn 
from the Bank. The Friant Surchar2es shall be those in effect in the vear of 
delivery to the intermediary. - · -... - · ·· · - - ·· · · ~ 

4, The rr1ant Surcharges 

The Friant Surcharges shall be: (a) $4.00 per acre-foot of Delivered Project 
Water before or on September 30, 1997; (b) $5.00 per acre-foot of Delivered 
Project Water after September 30, 1997, and through September 30, 1999; and 
(c) $7.00 per acre-foot for all Delivered Project Water thereafter. 

5. Payments Due, Delinquent Payments, and Adiustm,ents 

The Water Contractor is responsible for full payment of all Friant Surcharges 
for Project Water delivered to the Water Contractor, or a transferee or 
intermediary pursuant to an approved transfer. The total amount of Priant 
Surcharges is due and payable by the Water Contractor by the end of the month 
following the month of delivery. Such amounts shall be consistent with the 
quantities of Project Water shown in Reclamation's water delivery report for 
the subject month. The water delivery report shall be regarded by the Water 
Contractor as a bill for all Friant Surcharge payments. 

Any adjustments for overpayment or·underpayment shall be accomplished through 
the adjustment.of Jriant Surcharges or other charges due to the United States 
relative to the subject Water Service or Repayment Contract and payable in the 
next month. 

The amount to be paid for past due payment of the Fri.ant Surcharges shall be 
computed in a manner consistent with the terms included in the Water 
Contractor's then existing Water Service or Repayment Contract. 

Transferees are not responsible for payment to the United States of Jriant 
Surcharges applicable to Project Water transferred to them for their use. 

6. llelationship to other Payments and Surcharges 

The responsibility of the Water Contractor to pay Fri.ant Surcharges as 
described above shall be in addition to all other charges required by this Act 
and other applicable reclamation law. 

7. Revenues to be Credited to the Restoration Fund 

All Friant Surcharge Revenues shall be credited to the Restoration Fund 
described in"Part B of these Interim Guidelines. 
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PART G 

M&I SURCHARGES 

[Subsection 3407{d){2)(A)] 

1. Applicability 

Reclamation shall assess and collect an annual charge, hereafter referred to 
as the M&I Surcharge, for all Project Water which is used for M&I purposes 
and: 

a. Sold by the United States pursuant to a new Water Service, Water 
Rights Settlement or Repayment Contract to an entity which was not a 
Water Contractor prior to October 31, 1992, 14 or 

b. Transferred by an existing15 Water Contractor or Exchange Contractor 
to an entity which was not a Water Contractor prior to October 31, 
1992 . 14 

The M&I Surcharge shall be paid in addition to the Transferred Water Rates .. 
which may be applicable to Project Water transferred for M&I purposes,,;;pw::suant 
to the Act {See Part E of these Interim Guidelines.) 

For the purposes of administering the Jl&I Surcharge, Project Water shall, 
include Class 1 and Class 2, Flood, Section 215, Exchange, Project Water; 
provided by a Water Rights Settlement Contract, and/or Additional Project 
Water, if any. 

The Jl&I Surcharge is not applicable to Base Water or Warren Act Contract 
deliveries. 

2, Reschec1u1,4 water18 

M&I Surcharges are applicable to Project Water which is rescheduled by an 
existing Water Contractor from one water year {e.g., water year X) to a later 
water year {e.g., water year X+l) and ultimately delivered to a transferee for 

14 For the purposes of applying M&I Surcharges, entities which held only 
short-term or interim Water Service Contracts prior to October 31, 1992, 
without right of renewal, are regarded as not having been a Water Contractor 
prior to October 31, 1992. 

15 "Existing" shall mean having the status of a Water Contractor or 
Exchange Contractor on October 30, 1992. 

18 All proposals to reschedule water to a later water year must be 
approved by Reclamation. 
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use as M&I water pursuant to an approved transfer agreement. Similarly, any 
rescheduled Project Water which is provided by the United States pursuant to a 
new water Service or Repayment Contract to an entity which was not a water 
Contractor prior to October 31, 1992, and used for M&I purposes is subject to 
M&I Surcharges. The M&I Surcharges shall be applicable in the year of 
delivery of the rescheduled water. The M&I Surcharges shall be those in 
effect in the year of actual delivery (e.g., water year X+l). 

3. Banking of Transferred water 

In those instances when transferred Project Water is banked with an 
intermediary (third) party for the principal purpose of providing a future 
water supply to the transferee, the water shall be regarded as delivered to 
the transferee upon delivery to the intermediary and not when withdrawn from 
the Bank. All transferred Project Water which is banked with an intermediary 
shall be treated as M&I Water if the ultimate intended use by the transferee 
is for M&I purposes consistent with the applicable transfer agreement. 

4. The lf&I Surcharge 

The M&I Surcharge shall be $25.00 (October 1992 price levels) per acre-foot of 
Delivered Project Water. The M&I Surcharge shall be adjusted annually by 
Reclamation solely to reflect fluctuations in costs as projected by the Office 
of the Management and Budget for use in developing Reclamation's annual 
budgets (hereafter referred to as 0MB escalation factors). 

5. Payment Due. Delinqyent Payments and Adiustments. 

Relative to new Water Service, Water Rights Settlement or Repayment Contracts, 
the M&I Surcharge shall be the repayment responsibility of the Water 
Contractor. Pursuant to a water transfer, the M&I Surcharge shall be the 
repayment responsibility of the applicable Water Contractor or Exchange 
Contractor (the transferor). 

Relative to new contracts, the total amount of M&I Surcharges, if any, owed by 
the Water Contractor for water diverted by the Water Contractor, a 
transferee(s), or an intermediary party, is due and payable by the end of the · 
month following the month of delivery. Such amounts shall be consistent with 
the quantiti~s of Project M&I Water shown in Reclamation's water delivery 
report for the subject month. The water delivery report shall be regarded by 
the Water Contractor as a bill for all M&I Surcharge payments. 

Pursuant to a water transfer, the total amount of M&I Surcharges, if any, owed 
by the Yater Contractor or Exchange Contractor for water diverted by an 
transferee or an intermediary, is due and payable by the end of the month 
following the month of delivery. Such amounts shall be consistent with the 
quantities of Project M&I Yater transferred as shown in Reclamation's water 
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delivery report for the subject month. The water delivery report shall be 
regarded by the Water Contractor or Exchange Contractor as a bill for the M&I 
Surcharges. 

Any adjustments for overpayment or underpayment shall be accomplished through 
the adjustmept of M&I Surcharges or other charges due to the United States 
relative to the subject water service or repayment contract and payable in the 
next month. In the absence of any additional imminent repayment obligations 
to the United States by the Exchange Contractor, any overpayment shall be 
refunded to the Exchange Contractor. 

The amount to be paid for past due payment of H&I Surcharges by Water 
Contractors shall be computed in a manner consistent with the terms included 
in the Water Contractor's then existing Water Service, Water Rights Settlement 
or Repayment Contract. The amount to be paid for past due payment of M&I 
Surcharges by Exchange Contractors shall be computed consistent with the 
provisions of Appendix Bas included herein. 

Transferees are not responsible for payment to the United States of the H&I 
Surcharges applicable to Project Water transferred to them. 

6. Relationship to other Payments and surcharges 

The responsibility of the Water Contractor or Exchange Contractor to pay;,the 
H&I Surcharge .is in addition to all other charges required by this Act and 
other applicable reclamation law. 

7, Revenues to be credited to the Restoration Fund 

All M&I Surcharge revenues shall be credited to the Restoration Fund described 
in Part B of these Interim Guidelines. 
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l. Applicability 

PART H 

RESTORATION PAYMENTS 

[Subsection 3407(c) & (d)] 

Section 3407 of the Act provides that to the extent required in Congressional 
acts appropriating funds to partially finance the costs to carry out 
•programs, projects, plans, and wildlife restoration, improvement and 
acquisition provisions• of the Act, Reclamation shall: 

a. Determine, assess, and collect additional annual mitigation and 
Restoration payments (hereafter referred to as llestoration Payments) 
on Project Irrigation Water and M&I Water, Additional Project Water, 
Project Water provided pursuant to a Water Rights Settlement 
Contract, Flood Water used for _M&I purposes, and Section 215 Water, 
if any, which is sold and delivered to the Water Contractors, and 

b. Determine a Power Restoration Payment Obligation to be assigned to 
Power. 

The Western Area Power Administration (Western) shall prorate the Power 
l.estoration Payment Obligation among various power beneficiaries and shall 
assess the resulting Power l.eatoration Payments. 17 · 

fYl~f/ f>e B.estoration Payments shall not be assessed on Base Water, Exchange 
S£>p..(} e other Project Water made available without ch~rge to the recipient ~r -by applicable reclamation law, or Warren Act Contract deliveries. 
a_ J,_.f,'}/,,tA., 

t 

Water, 
as provided 

oJ;iu.i-:,, 
6 2, ob1ectives and constraints 

The Total Restoration Payment Obligation to be collected for Project M&I 
Water, Project Irrigation Water and Power (hereafter referred to collectively 
as the Three Functions) is to be assigned annually consistent with the 
objectives and constraints set forth below:. 

a. All dollar amounts referenced in the Act relative to October 1992 
price levels shall be adjusted annually by Reclamation to reflect 
fluctuations in costs over time. The adjustment shall be 
accomplished through use of 0MB escalation factors. 

17 Western has advised Reclamation that the procedures by which it will 
prorate, assess and collect the Power Restoration Payment Obligation will be 
established following a public process to be held by Western. 
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b. When the Total Restoration Payment Obligation assigned to the Three 
Functions (the Discretionary Payments) is combined with all 
projected Non-Discretionary Revenues to be deposited into the 
Restoration Fund, if any, in a given fiscal year, the total of all 
projected revenues shall approximate the appropriated amount for 
that fiscal year unless: 

c. 

d. 

e. 

(1) The annual average amount appropriated by the Congress prior to 
fiscal year 1997 is less than the targeted appropriation of $50 
million (October 1992 price levels). Under such circumstances 
yet consistent with all other objectives and constraints 
presented herein, the Secretary shall impose Restoration 
Payments in fiscal year 1998 and thereafter as may be required 
to yield in each year total collections equal to $50 million 
(October 1992 price levels) on a three year rolling average 
basis. 

(2) The Secretary has determined that all mitigaticn and 
restoration actions required by Section 3406 of the Act are 
completed. Thereafter, the amount appropriated each year and 
the total of all Restoration Funds to be collected in each 
fiscal year thereafter shall be reduced to $35 million (October 
1992 price levels). All other objectives and constraints., 
applicable to Restoration Payments as detailed herein shall 
remain in full force and effect following the reduction of that 
ceiling. 

The Total Restorati011 Payment Obligation shall not exceed $30 
million (October 1992 price levels) based upon·a three-year rolling, 
average. Following the determination by the Secretary that all 
mitigation and restoration actions required by Section 3406 are 
completed, the $30 million (October 1992 price levels) rolling
average limit shall be reduced to $15 million (October 1992 price 
levels). All other objectives and constraints applicable to 
Restoration Payments as provided herein shall remain in full force 
and effect following the reduction of that ceiling. 

The Restoration Payments shall not exceed $6.00 and $12.00 (October 
1992 price levels) per acre-foot for Project Irrigation and M&I 
Water, respectively. 

Taking into consideration all Non-Discretionary Revenues and Non
Federal Contributions, if any, the Total Restoration Payment 
Obligation to be assessed and collected in a given fiscal year shall 
be proportioned "to the greatest degree practicable" among the Three 
Functions in such a way that all revenues collected, as measured 
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3. 

through the ten-year rolling average, reflect the Three Functions' 
respective allocations for repayment of the Project (hereafter, 
referred to as the Target Allocation18) • 

f. In the event the historic record demonstrates that the Secretary has 
unintentionally under-collected or conversely over-collected 
relative to the target cumulative·amounts of total Restoration Funds 
to have been collected, the Secretary shall make adjustments to the 
Restoration Payments to correct for such under- or over-collections 
in the next fiscal year consistent with all the other requirements 
as included herein. 

The Assignment of Restoration Payments ' 

To meet the above objectives and constraints, Reclamation shall: 

a. Set the Total Restoration Payment Obligation to be collected, 
including the Power Restoration Payment Obligation, at $30 million 
(October 1992 price levels) each and every year unless: 

(1) The appropriated amount when compared to the most recent 
projected total of all Non-Discretionary Revenues .dictates 
that a lesser or greater amount than $30 million (October 
1992 price levels) of B.estoration Payments is needed during 
the subject fiscal year to meet the amount appropriated. 

( 2) The three year rolling ~l «Dr,.- of, ~.,,W.~l 
B.eatoraticm 1&,-nts bued on the two ao1t.'"tie1mt years' 
actual and the prior fiscal year'• 110at recent Jleacorattcm 
J'uncls revenue projections indicate that • total' 
B.estoratS.OU 1'a,-nta collected during that three-year period 
shall exceed (or conversely, shall fall short of) the $30 
million (October 1992 price levels) average limit. 
Reclamation shall adjust the $30 million (October i992 price 
levels) target as appropriate. 

(3) The rolling average limit has been reduced to $15 million 
(October 1992 price levels) as discussed in subsection 2.c. 
of Part Hof these Interim Guidelines. Pursuant to this 
situation, subsections 3.a (1) and 3.a (2)· of Part H will be 
appropriately modified. 

b. In support of the Target Allocation, Reclamation shall develop and 
use during each fiscal year the most recent available allocation 
which will reflect actual project accomplishments for the most 

18 The respective allocations for repayment of the Project shall be 
exclusive of any Water Contractor obligations to provide for the repayment of 
distribution and drainage service constructed for or financed by the United 
States for the exclusive use of individual Water Contractors. 
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I 

recent completed water year. 19 The use of a rolling 10-year 
average allocation based upon aggregating over time the individual 
annual Project allocations will result in the assessment and 
collection of Restoration Fund revenues -- as may be limited by the 
other constraints and hydrologic variability -- in amounts expected 
to be "to the greatest degree practicable" close to the Target 
Allocation. 

c. In recognition of the (a) absolute ceilings relative to the M&I and 
Irrigation Restoration Payments; (b) the requirement to assess and 
collect Restoration Payments from the Three Functions as measured 
over a ten-year rolling average -- "to the greatest degree 
practicable" -- in accordance with the Target Allocation; and (c) 
the expectation that the future Project hydrology will require Power 
to periodically assume responsibility for Restoration Payment 
shortfalls by the Water Contractors, the Water Contractors will be 
automatically charged each and every fiscal year the maximum 
permitted Restoration Payment per acre-foot [that is, $6.00 (October 
1992 price levels) and $12.00 (October 1992 price levels) per acre
foot of Project Irrigation and M&I Water, respectively. ] , 
(Hereafter, this policy shall be referred to as the Jlazimum 
Restoration Payment Policy.) The remaining portion of the Total 

d. 

B.estoration Payment Obligation shall be assigned to Power. 

The Haximum Restoration Payment Policy shall remain in full force 
and effect unless and until the record of historic actual revenues 
demonstrates that the percentage allocations to either or both of 
the Irriga~ion and M&I Water supply functions will exceed their 
allocable shares relative to the Target Allocation. 

In the event the Maximum Restoration Payment Policy is discontinued 
reiative to the Irrigation and/or M&I water supplies functions, that 
portion of the Total B.estoration Payment Obligation to be allocated 
to the Irrigation and/or M&I water supply functions, whichever or 
both are determined to be in excess of their allocable shares 
relative to the then Target Allocation, shall be directly calculated 
through application of the percentage allocation determined by 
Secretary to be necessary to bring the function closer to the Target 
Allocation. (Hereafter this procedure shall be referred to as the 
Direct Calculation Method.) The necessary corrections may be 
implemented over time as necessary to stabilize the various 
Restoration Payments impacted by the change in procedure. 

19 D1.1.e. to the time lag in analyzing actual project accomplishments, the 
allocation to be used for fiscal year 1998, for example, will in fact reflect 
actual Project accomplishments for fiscal year 1996. The 10-year rolling 
allocation for the period fiscal year 1994 thorough fiscal year 2003, for 
example, will actually represent project accomplishments from fiscal year 1992 
through fiscal year 2001. This procedure represents the "closest" allocation 
possible relative to concurrent (real-time) Project accomplishments. 
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The portions of the Total Restoration Payment Obligation assigned to A 
the Project Irrigation and M&l Water supply functions through • 
application of the Direct Calculation Method shall be prorated 
respectively over all Project Irrigation and M&I Water projected to 
be sold and delivered during the subject fiscal year, but shall be 
limited to no more than the applicable Restoration Payment 
limitations. The remaining portions of the Total Restoration 
Payment Obligation which are not assigned to the M&I or Irrigation 
water supply functions through the Direct Calculation Method or the 
Maximum Restoration Payment Policy, as applied consistent with these 
Interim Guidelines, shall be assigned to Power. 

Application of the Direct Calculation Method does not preclude • 
reinstatement at a later date of the Maximum Restoration Payment 
Policy as may be appropriate. 

A sample calculation illustrating many of the above limits, constraints and 
procedures applied to a modified 1984 through 1992 hydrology is presented in 
Appendix C of these Interim Guidelines. Consistent with the example hydrology 
and various other assumptions explained in Appendix C, the Maximum Restoration 
Payment Policy remained in full force relative to both the Irrigation and M&I 
Water supply functions throughout the term of the example. 

4. Ability to Pay Limitations 

a. Applicability. The Restoration Payment for Project Irrigation Water A 
may be reduced to reflect a Water Contractor's ability to pay as W 

b. 

c. 

d. 

determined and adjusted by the Secretary at no less than 5-year 
intervals. Ability to pay limitations on Restoration Payments .slJ.:§. 

not applicable to M&I Water. 

Determinations. Ability to pal determinations shall be consistent 
with Reclamation Instructions2 , and following the development of 
appropriate criteria shall take into account the "benefits" 
resulting from implementation of this Act. 

Requests, The Water Contractor must submit to Reclamation a formal . 
request for consideration for a reduction in the Restoration Payment 
due to ability to pay limitations. The costs of performing the 
required ability to pay studies shall be the responsibility of the 
requesting Water Contractor. 

Reassignment of Costs, Any portion of the Restoration Payments in 
excess of a Water Contractor's ability to pay shall be reassigned to 
the Commercial Power function for repayment in the fiscal year in 
which the reassignment is made, unless the Restoration Payment 

20 Reclamation Instructions are internal guidance documents which detail 
various procedures and policies applicable to a range of authorized 
Reclamation functions. 
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, 

5. 

applicable to the Water Contractors for Irrigation Water in the 
subject year is less than $6.00 (October 1992 price levels) per 
acre-foot as determined by the Direct Calculation Method. Under the 
later circumstance, any amounts in excess of a Water Contractor's 
documented ability to pay shall be added first to the Restoration 
Payment applicable to the total remaining Project Irrigation tJater 
supply until the resulting Restoration Payment by the other Water 
Contractors reaches $6.00 (October 1992 price levels) per acre-foot. 
Thereafter, any remaining outstanding amounts will be added to the 
Power Restoration Payment Obligation. 

e. · Order of Financial Relief. If an ability to pay calculation 
demonstrates that a Water Contractor has an ability to pay something 
more than its applicable O&M costs but less than the total of its 
assigned O&M, capital and Restoration Payment, partial relief shall 
be designated as first applying to the most recent of the applicable 
obligations and then to other less senior obligations in descending. 
order of seniority. 

variability 1n Restoration Payments 

Consistent with the above (S~ctions 1 through 4 of Part H), the required 
Restoration Payments and Total Power Restoration Payment Obligation may,vary 
considerably from fiscal year to fiscal year due to the following: 

a. Uncertainty in any fiscal year over the extent to which Congress 
will appropriate funds from the Restoration Fund. With. the ·· 
exception of the circumstances which mandate the collection of'. $50 
million annually as described in subsection 2.b. (1) of Part H of 
these Interim Guidelines, Congress can appropriate as little as $0 
or as much as $50 million (October 1992 price levels) to be made 
available from the B.eatoration Fund in any fiscal year. 

b. The magnitude of water transfers, particularly those transfers 
intended for M&I purposes, to non-Project entities. 

c. The proj acted water supplies upon which the B.estoration Payment is 
applied. For example, in the event of a low water supply, the total 
of all Restoration.Payments to be collected from the Irrigation and· 
M&I tJater supply functions will be constrained by the projected 
wa~er supply and the maximum Restoration Payment limitations 
applicable to the water supply functions. In order to collect t;he 
required amount of Restoration Funds, an additional allocation must 
be made to Power in excess of that indicated by the Target 
Allocation. 

d. Ability to pay limitations as may be applicable to Water Contractors 
having an Irrigation Water supply. 

e. Changes in Project accomplishments and, thereby, the Target 
Allocation over time. 
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6. Rescheduled J,1ater21 

Restoration Payments are applicable to Project Water which is rescheduled from 
delivery in one water year (e.g., water year X) to delivery in a later water 
year (e.g., water year X+l). Because the Act applies Restoration Payments 
only to Project Water actually delivered, rescheduled water which is delivered 
to a Water Contractor or a transferee or an intermediary consistent with an 
approved transfer shall be subject to Restoration Payments in the year of 
actual delivery (e.g., year X+l). 

7. Banking of Transferred Water 

In those instances when Project Water is banked with an intermediary party for 
the principle purpose of providing a future water supply to the transferee, 
the water shall be treated as Delivered Project Water when delivered to the 
intermediary party and not when withdrawn from the Banlc. The Restoration 
Payment shall be that in effect in the year of delivery to the intermediary. 

8. Type of Water Use 

The manner in which Project Water is used (as Irrigation Water or M&I Water) 
and the resulting B.estoration Payment to be paid shall be consistent with the 
actual use of such water by the Water Contractor or transferee(s). In those · 
instances when Project Water is banked with an intermediary, the type of water 
shall be conJistent with the ultimate intended use by the transferee 
consistent with the applicable transfer agreement. 

9. Payments Due, Delinquent Payments. and Adjustments for Water Contractors 

The Water Contractor (the transferor) is responsible for full payment of all 
Restoration Payments for Project Water delivered to the Water Contractor, or a 
transferee, or intermediary. The total amount of Restoration Payments owed 
for water delivered is due and payable by the Water Contractor by the end of 
the month following the month of delivery. Such amounts shall be consistent 
with the quantities of Project Irrigation and M&I Water shown in Reclamation's 
water delivery report for the subject month. The water delivery report shall 
be regarded by the Water Contractor as a bill for all Restoration Payments. 

Any adjustments for overpayment or underpayment shall be accompl~shed through 
the adjustment of Restoration Payments or other charges due to the United 
States relative to the subject Water Service, Water Rights Settlement or 
Repayment Contract and payable in the next month. 

21 All proposals to reschedule water to a later year must be approved by 
Reclamation. 
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The amount to be paid for past due payment of Restoration Payments shall be 
computed in a manner consistent with the terms included in the Water 
Contractor's then existing water Service, water Rights Settlement or Repayment 
Contract. 

Transferees are not responsible for payment to the United States of 
Restoration Payments applicable to Project Water transferred to them. 

10. Relationship to other Pro1ect water Payments and Surcharges 

The responsibility of the Water Contractors to pay their applicable 
Restoration Payments as described above shall be in addition to all other 
payments required by the Act and other applicable provisions of reclamation 
law. · 

11. Payment by Power of Restoration Payments 

Western (Western) shall prorate the Power Restoration Payment Obligation among 
the various Project power beneficiaries and shall bill them for the resulting 
Restoration Payments. Provisions regarding delinquency, payments dates, and 
payment adjustments shall be addressed in an agreement between Western and 
Reclamation. 

12 • Revenues to be Credited to the Restoration Fund 

All Restoration Payments shall be credited to the Restoration Fund described 
in Part B of these Interim Guidelines. 
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1. 

PART I 

NOTIFICATION OF AMOUNTS TO BE PAID 

Reclamation shall include in its annual preliminary water rate 
publications all applicable payments and charges required by the Act to 
be paid by the Water Contractors during the forthcoming fiscal year. 
For the purposes of implementing and maintaining the Restoration Fund, 
the applicable payments and charges as required by the Act shall be 
regarded as final for the subject fiscal year. The preliminary water 
rates are usually made available on or about .July 1 of each year. • 

2. Concurrent with the release of the annual preliminary water rate 
publications, Reclamation shall notify Western of the Power Restoration 
Payment Obligation to be directly assigned to Power and the amount, if 
any, which will be indirectly assigned to Power as a result of the per 
acre-foot Restoration Payment limits applicable to the Irrigation and 
M&I Yater supply functions. The Power Restoration Payment Obligation 
and the amount, if any, which will be indirectly assigned to Power as a 
result of the per llestoration Payment limits applicable to water shall 
be regarded as final relative to the subject fiscal year. Reclamation 
will notify Western of any amounts to be paid by Power as a result of 
ability to pay limitations. 
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PART J 

NON-FEDERAL CONTRIBUTIONS 

[Subsection 3407(a)] 

1. Monies donated by Non-Federal entities shall be credited to the 
Restoration Fund to foster one or more specific purposes . 

2. Such Non-Federal Contributions shall be expended by the United States 
only for the purpose(s) specified by the Contributor(s) and shall not be 
subject to appropriation. 

3. The Secretary shall not accept a Non-Federal Contribution for credit to 
the Restoration Fund prior to the execution of a written agreement 
between the Contributors and the United States. (Bases of negotiation 
and other matters concerning the content and execution of the proposed 
agreement shall be developed and forwarded to Reclamation's Washington,, 
Office_ for review and approval prior to execution of a written •··,- ·
agreement.) 
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PART K 

RESTORATION FUND FINANCIAL REPORTS 

[Subsection 3407(f)] 

1. By September 30, 1994, and annually thereafter, the Secretary shall 
prepare and submit a detailed financial report to the following five 
Congressional committees: 

a. Senate Committee on Energy and Natural Resources; 

b. Committee on Appropriations of the Senate; 

c. House Committee on Natural Resources; 

d. House Committee on Merchant Marine and Fisheries; and 

e. Committee on Appropriations of the House of Representatives. 

2. The financial report shall detail: 

a. All deposits made to the B.es~oration Fund during the prior 
fiscal year including the source(s) of each deposit; 
Restoration Fund expenditures by authorized activity and 
responsible entity (entities) during the prior fiscal year; and 
the beginning and end-of-year balances of the Restoration Fund, 
and 

b. Upcoming fiscal year's projections of deposits to and 
expenditures from the Restoration Fund, and the beginning and 
anticipated end-of-year balances of the Restoration Fund. 

3. In addition, said financial report shal_l reflect all State of Califomia 
. and reimbursable and nonreimbursable Federal expenditures other than 

those from the Restoration Fund incurred in the subject fiscal year to 
carry out the provisions of this Title. 
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APPENDIX A 
APPL:ICATIOB or PAJJIBDS MP SURCQRGBS: 

BDIIPLB CALCULATIONS 

1. Friant' Unit Water Contractor X has received approval from Reclamation to 
transfer 200 acre-feet (AF) of its 10,000 acre-feet (AF) maximum Project 
contractual entitlement to entity Y, who was never a CVP Water 
Contractor prior to October 30, 1992. Entity Y proposes to use this 
water for M&I purposes. The deliveries to Entity Y are scheduled for 
February, the last month of the Water Contractor's contractual water 
year. Consistent with Reclamation's monthly water delivery records, 
Water Contractor X anticipates the use of 9,100 AF of its maximum 
combined contractual entitlement prior to February. 

Water Contractor X's contractual irrigation water rate is $4.00 per AF. 
The Water Contractor's Cost of Service Rate and Full Cost Rate for 
irrigation water are $8.00 and $12.00 per AF, respectively. The Water 
Contractor's contractual, current, and M&I Full Cost rates are $6.00, 
$10.00 and $15.00 per AF, respectively. 

a. For purposes of this simplified example and excluding all other 
payments and surcharges required by the Act or other applicable 
reclamation law, what water rate must be paid by Water Contractor X -
for all water scheduled to be transferred? 

Analysis and Response: 

Impacts of Tiered water Rates - Reclamation records shows that the 
contract qualifies as a "new, renewed or amended contract" consiste~t 
with the provisions of Part D of the interim guidelines. Accordingly 
the Water Contractor will encounter the following Tiered Water Rate 
thresholds: 

Max. Contractual Entitlement 

> 90 Percent Threshold 

> 80 Percent Threshold 

10,000 AF 

> 9,000 AF 

> 8,000 AF 

Because the Water Contractor anticipates the use of 9,100 AF of its 
maximum contractual entitlement prior to the time of the transfer, it is 
anticipated that the 200 AF of transferred water will exceed the 90 
percent threshold. The water is proposed to be used for M&I purposes; 
therefore, M &I rates are applicable. The Water Contractor will pay the. 
M&I Full Cost Rate of $15.00 per AF. 
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Impacts of Transferred Water Rate Requirements - Under the Transferred 
Water Rate provisions, water used for M&I purposes must be paid for at 
the Wafer Contractor's current applicable M&I rate, that is at $10.00 
per AF. 

Payment of the Highest Rate - The Interim Guidelines require the Water 
Contractor to pay the higher of the Transferred Water I.ate or Tiered 
Water I.ate when both are applicable. In this example, the Water 
Contractor is required to pay $15.00 per AF for all water transferred 
for M&I purposes pursuant to the subject proposal. 

b. What would the rate be if the water were to be used by the 
transferee for agricultural purposes? 

Analysis and Response: 

Impacts of Tiered Water Batas - The water is proposed to be used for 
agricultural purposes; therefore, irrigation water rates are applicable. 
Consistent with the prior analysis, the Water Contractor anticipates the 
use of 9,100 AF of its contractual entitlement prior to the time of the 
transfer. Therefore, it is projected that the 200 AF of transferred 
water will exceed the 90 percent threshold and thereby be subject to the 
Irrigation Full Cost Rate of $12.00 per AF. 

Impacts of Transferred Water Rate Requirements - Under the Transferred 
Water late provisions, water used for agricultural purposes must be paid 
for at the Water Contractor's Irrigation Full Cost Rate, that is at 
$12.00 per AF. 

Payment of the Highest Rate - The Interim Guidelines require the Water 
Contractor to pay the higher of the Transferred or Tiered Water late 
when both are applicable. In this .example, the applicable Tiered and 
Transferred Water I.ates are the same. The Water Contractor is required 
to pay $12.00 per AF for all water transferred for agricultural purposes 
pursuant to the subject proposal. 

c. What other surcharges and payments must Water Contractor X pay 
relative to the transferred water? 
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Analysis and Response: 

Water Contractor X must pay: 

the applicable Friant Surcharge; 

the applicable irrigation or M&I Restoration Payment dependent 
upon the transferee's actual water use; and 

the $25 (October 1992 price levels) M&I Surcharge, if the water 
is used for M&I purposes. 

If the.transfer were to occur after the date of applicability of the 
Pre-Renewal Charges, Pre-Renewal Charges will be applicable il Water 
Contractor X meets the criteria discussed in Part C of these Interim 
Guidelines. The Pre-Renewal Charges will be equal to 1.5 times the 
calculated, applicable Restoration Payment. · 

d. Upon receipt of the appropriate water rate and applicable surcharges 
and payments, how will Reclamation credit the monies received for 
the transferred water? 

Response: 

Revenue 

Full cost M&I Rate 

Cost of Service C~mponent 

Difference between Cost 
of Service and Full Cost 

Payments 

Friant·surcharge 

Restoration Payment 

Pre-Renewal Charge 

M&I Surcharge 

CREDITING 
Amount/AF 

$15.00 

lQ.&Q 

$4 - 7 

Variable 

Variable1 

$25.00 2 

Account 

Project Repayment 

Restoration Fund (Tiered 
Water Rate .su: 
Transfer Revenue) 

Restoration Fund 

Restoration Fund 

Restoration Fund 

Restoration Fund 

1 The Pre-renewal Charge, if any, is to be equal to 1.5 times the 
calculated Restoration Payment. 

2 The $25.00 M&I· Surcharge reflects October 1992 price levels and is to 
be adjusted consistent with the provisions of subsection ac. of Part Hof the 
interim Guidelines. 
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2. It is Fiscal Year 1996, and Tehama-Colusa Water Contractor Y has 
received approval from Reclamation to transfer a portion of its 
entitlement to an entity which was not a CVP Water Contractor prior to 
October 30, 1992, the date of passage of the Act. The transferee 
proposes to use that water for agricultural purposes. Following 
completion of all the required acreage limitation forms by the 
transferee's landholders as required by the RRA, it is determined that 
the transferred water will be applied to full cost lands. Water 
Contractor Y has reviewed its most recent monthly water delivery reports 
from Reclamation and determined that the subject water at the time of 
transfer will probably account for a portion of its entitlement in 
excess of 80 percent but no more than 90 percent of Water Contractor Y's 
maximum contractual entitlement. The Water Contractor's applicable 
contractual rate is set at the Cost of Service rate. The Cost of 
Service and Full Cost Rates for irrigation water are $17.00 and $35.00 
per A, respectively. 

What is the appropriate water rate to be paid by Water Contractor Y for• 
the subject water? What additional charges and payments will Water 
Contractor Y be required to pay, and how will the various payments and 
surcharges be credited? 

Analysis and Response: 

l ! l _( 

Impacts of Tiered Water Rates - Tehama-Colusa Water Contractor Y's 
contract was renewed in 1995 and, therefore, is subject to the Tiered 
Water Rate provisions as discussed in Part D (Tiered Water Rates) of 4lt 
these Interim Guidelines. Accordingly, water used for irrigation 
purposes in excess of 80 percent but no more than 90 percent of the 
Water Contractor's maximum combined contractual entitlement must be paid 
for at a rate equal to the average of the Water Contractor's contractual 
water rate and the Water Contractor's full cost irrigation water rate. 
Because the contractual water rate is the Cost-of-Service, the average 
rate is: 

($17.00/AF + $35.00/AF) / 2 $26.00/AF 

Impacts of Transferred Water Rates - Under the Transferred Water I.ate 
provisions of these Interim Guidelines, water used for irrigation 
purposes must be paid for at the Water Contractor's full cost water rat~ 
of $35.00 per AF. 

Impacts of Full Cost Provisions of RRA - Independent of these Interim 
Guidelines, irrigation water which is applied to full cost lands must be 
paid for at Water Contractor Y's full cost water rate of $35.00 per AF. 

Payment of the Highest Rate~ The Interim Guidelines require Water 
Contractor Y to pay the highest of the Transferred, Tiered or Full Cost 
water rates when all three are applicable. In this instance, the 
Contractor is required to pay the irrigation Full Cost Rate of $35.00 
per AF. 
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Applicable Surcharges and Pavments and Crediting; 

In addition to the payment of the full cost irrigation water rate, the 
llater Contractor will be required to pay the irrigation Restoration 
Payment. Because Water Contractor Y has renewed its water service 
contract, Pre-Renewal Charges are not applicable. 

Revenue 

Full cost Irrigation Rate 

Cost of Service 

Difference between Cost of 
Service and Full Cost Rates 

Payments 

Restoration Payment 
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CREDITING 
Amount/AF 

$35.00 

lLl2.Q. 

Variable 

Credit Account 

Project Repayment 

Reclamation Fund 

Restoration Fund 
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APPENDIX B e 
CQRQII 191 PILIIOUDJCY DXIIIT§ 

UPLICABLB 'l'Q UCJWIGI CQ1'1'QC'JORS 

a. The Exchange Contractor shall be subject to interest, administrative and 
penalty charges on delinquent payments. When a payment is not received 
by the due date, the Exchange Contractor shall pay an interest charge 
for each day the payment is delinquent beyond the due date. When a 
payment becomes 60 days delinquent, the Exchange Contractor shall pay an 
administrative charge to cover additional costs of billing and 
processing the delinquent payment. When a payment is delinquent 90 days 
or more, the Exchange Contractor shall pay an additional penalty charge 
of 6 percent per year for each day the payment is delinquent beyond the 
due date. Further, the Exchange Contractor shall pay any fees incurred 
for debt collection services associated with a delinquent payment. 

b. The interest charge rate shall be greater of the rate prescribed 
quarterly in the Federal Register by the Department of the Treasury for 
application to overdue payments, or the interest charge rate of 0.5 
percent per month prescribed by Section 6 of the Reclamation Project Act 
of 1939. The interest charge rate shall be determined as of the due 
date and remain fixed for the duration of the delinquency period. 

c. When a partial payment on a delinquent account is received, the amount 
received shall be applied, first to the penalty, second to the 
administrative charges, third to the accrued interest, and finally to 
the overdue payment. 
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9 APPENDIX C 
QSTQRATION PAYmTS: A 10-lJAR. EXAMPLE 

Reclamation has analyzed the allocation of Restoration Payments and 
Restoration Funds for a bypothetical 10 year period, herein labeled the period 
fiscal year 1994 through fiscal year 2003, relative to the Three Functions -
M&I '!Jater supply, Irrigation '!Jater supply and Power. The example calculation 
is dependent upon various critical assumptions, including, except for one 
year, the most recent available Central Valley Project hydrology, a period of 
unprecedented drought. The analysis is not intended to represent any 
particular forthcoming period -- it is intended to represent an analysis of 
one possible scenario. 

The principal assumptions are as follows: 

1. Projected Hydrology and '!Jater Deliveries; 

Total Projected 
Project Deliveries 

Year Irrigation M&I Source of Project Deliveries 

1994 3,126,000 365,000 Projected 1994 Deliveries 
1995 3,486,000 400,000 Total 1984 Deliveries Less 900,000 AF 
1996 2,702,000 400,000 Total 1985 Deliveries Less 900,000 AF 
1997 3,153,000 400,000 Total 1986 Deliveries Less 900,000 AF 
1998 2,532,000 400,000 Total 1987 Deliveries Less 900,000 AF 
1999 2,576,000 400,000 Total 1988 Deliveries Less 900,000 AF 
2000 2,590,000 400,000 Total 1989 Deliveries Less 900,000 AF 
2001 3 2,008,000 400,000 Total 1990 Deliveries Less 700,000 AF 
2002 3 1,239,000 300,000 Total 1991 Deliveries Less 700,000 AF 
2003 3 1,012,000 300,000 Total 1992 Deliveries Less 700,000 AF 

Reclamation is unable at this time to project the total actual reductions in 
Delivered Project Water to be expected in above~normal, normal or drought 
years as a result of the requirements of the Act and the Endangered Species 

3 The Project deliveries have been reduced due to an assumed, 
persistent, long-term drought. 
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Act (ESA). The above reductions have been assumed for the purposes of the 
example calculation and are not intended to indicate actual or projected 
reductions in yields as a result of the requirements of this Act or the ESA. 

2. Cost-indexing. All dollar amounts have bean adjusted over time based 
upon an assumed cost index. 

3. Friant Surcharges, The annual projected revenues from Friant Surcharges 
during the period fiscal year 1994 through 2003 are assumed to be reflective 
of the annual historic average Class 1 and Class 2 water supplies, that is, an 
annual average delivery of 1.5 million acre-feet. Approximately 5.3 percent 
of the Friant Surcharge revenues were credited as originating from M&I Water 
deliveries. The remaining portion is assumed to originate from Irrigation 
Water deliveries. 

4. Prolected Revenues Other Than R.estoration Payments and Friant surcharses. 
Due to the lack of historic observations, Reclamation is unable at this time 
to make informed and accurate projections of future Restoration Fund revenues 
resulting from application of Tiered Vater Rates, Transferred Water Rates, M&I 
Surcharges and Pre-Renewal Charges. Accordingly the assumed amounts of Tiered 
Water Revenues, M&I surcharges, Transferred Revenues and Pre-Renewal Charges 
as used and credited to the Irrigation and M&I Water supply functions in the 
example calculation represent speculative amounts. These amounts are shown 
below: 

Era-Renewal Charges: Analysis assumes 200,000 AF subject to Pre-Renewal_ 
Charges in fiscal years 1998 through 2003. The applicable Pre-Renewal 
Charge in a particular year is to equal 1.5 times the then Restoration 
Payment:. For example purposes, all of the Pre-Renewal Charges are 
shown as applicable to Irrigation. 

Tiered Water Revenues; 

1994 
1995 
1996 
1997 
1998 

$ 0 
0 
0 
0 

100,000 
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1999 
2000 
2001 
2002 
2003 

$ 300,000 
300,000 

0 
0 
0 
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• Transferred Water Quantities and Associated Per Acre-Foot Revenue: 

1994 0 AF 1999 50,000 AF x $35.10/AF 4 

50,000 AF x $45.00/AF 5 

1995 50,000 AF x $30.00/AF 2000 75,000 AF x $36.50/AF 
50,000 AF x $46.9714/AF 

1996 50,000 AF x $31.20/AF 2001 75,000 AF x $37.96/AF 
10,000 AF x $40.00/AF 75,000 AF x $48.67/AF 

1997 50,000 AF x $32.45/AF 2002 100,000 AF x $3g,48/AF 
25,000 AF x $41.60/AF 75,000 AF x $50.61/AF 

1998 50,000 AF x $33.75/AF 2003 100,000 AF x $41.06/AF 
50,000 AF x $43.26/AF 100,000 AF x $52.64/AF 

M&I surcharae Water Quantities and Associated Per AF Revenue: 

1994 
1995 
1996 
1997 
1998 

0 AF 
50,000 AF x $26.68/AF 
50,000 AF x $27.53/AF 
50,000 AF x $28.40/AF 
50,000 AF x $29.30/AF 

1999 
2000 
2001 
2002 
2003 

50,000 AF x $29.96/AF6 
75,000 AF x $30,"9.5/AF 
75,000 AF x $31.97/AF 

100,000 AF x $33.Q,2/AF 
100,000 AF x $34.ltl/AF 

5. Implementation of the Magi.mum Restoration Payment Policy, Consistent 
with the Interim Guidelines, all M&I and Irrigation Water Contractors are to 
be charged each and every fiscal year the maximum Restoration Payment per AF 

4 The first quantity shown in each year following fiscal year 1994 is 
predicated upon Project M&I Water transfers from Exchange Contractors to an 
entity that was not a Central Valley Project Contractor on October 30, 1992. 
The Transferred Water Bate is at the Exchange Contractors' computed Cost of 
Service M&I Rate, estimated at $30 per acre-foot. The $30 rate is escalated 
at 4 percent per year thereafter. 

5 The second quantity shown for each year following fiscal year 2994 is 
predicated upon Project Irrigation Water transfers from an Exchange Contractor 
to an entity that was not a Central Valley Project Contractor on October 30, 
1992. The transferred Water late is at the Irrigation Full Cost Rate for the 
Exchange Contractors, which is estimated at $40 per acre-foot for 1995. The 
$40 rate has been escalated by 4 per-cent per year thereafter. 

6 The $25.00 M&I Surcharge (October 1992 price levels) associated with 
the assumed M&I Water transfers has been escalated by 4 percent per year 
thereafter. 
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[that is, $6.00 (October 1992 price levels) and $12.00 (October 1992 price 
levels) of Project Irrigation and M&I Water, respectively.] The remaining 
portion of the Total Restoration Payment Obiigation has been assigned to 
Power. The analysis presumes that the Maximum Restoration Payment Policy 
remains in full force and effect unless and until the record of historic 
actual revenues demonstrates that the percentage allocations to either or both 
of the Irrigation and M&I Water supply functions will exceed their allocable 
shares relative to the Target Allocation. 

6. Tar1et Allocation. The Target Allocation reflects the Central Valley 
Project plant-in-service cost allocation percentages for fiscal year 1991. 
Said allocation represents the actual historic and projected future project 
accomplishments. -

Findings; Consistent with the above assumptions, the completed analysis 
shows that approximately 26 percent of the Restoration Fund revenues will be 
assigned to and collected from Power over the 10-year study period (see 
Summary Table C-1 herein.) Despite the employment of the Maximum Restoration 
Payment Policy throughout the subject study period, the total amount of 
Restoration Payments assigned to Power is significantly in excess of the 
Target Allocation percentage for Power, that is 18 percent of the Restoration 
Fund revenues. This result is principally due to the impact of the drought 
years upon Restoration Payment collections from Irrigation Water 
beneficiaries. Prior to the reduction of Project Water supply due to 
persistent, long-term drought, assignment to and collection from Power 
approximated some 19 percent of the total Restoration Fund payments. 

The resulting Restoration Payment obligations calculated on a year by year 
basis are shown in Tables C-lA through C-lJ herein. 
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TABLE C-1 - SUMMARY 
EXAMPLE CALCULATION - RESTORATION FUND PAYMENTS 

FISCAL YEAR 1994 - 2003 

lrr!gallon M&I 
Discretionary 'JI, of Non-Discretionary Dlscretlc>nary Total 'JI, of Non-Dlscretlonar, Discretionary 

Pavment Total Parments ~!!!L PaymenlB Total Parmenta Pavment 

1994 $7,092,800 15.76% $13,258,000 $19,3811,200 $32,639,200 72.53% $742,000 $4,526,000 
1995 4,579,600 11.21% 5,682,000 22,31(1,400 27,992,400 68.54% 3,152,000 5,120,000 
1996 9,885,780 23.33% 6,082,000 17,860,220 23,942,220 56.52% 3,254,500 5,284,000 
1997 7,124,540 16.13% 6,722,000 21,50~1,460 28,225,460 63.91% 3,360,500 5,452,000 
1998 11,736,040 23.39% 11,474,500 17 ,7951,960 29,274,460 58.33% 3,550,000 5,624,000 
1999 11,805,000 22.81% 11,827,500 18,67Ei,OOO 30,503,500 58.93% 3,650,500 5,804,000 
2000 12,056,900 20.83% 14,830,000 19,39Sl,100 34,229,100 59.13% 5,615,250 5,988,000 
2001 • 16,942,160 28.07% 15,912,750 15,521,,840 31,434,590 52.08% 5,801,250 6,180,000 
2002 * 25,221,170 39.52% 16,130,250 9,87◄1,830 26,005,080 40.75% 7,806,500 4,785,000 
2003 * 27,890,240 41.69% 17,676,500 8,32B~ 2e,oos,g60 38.86% 8,073,500 4,938,000 
Totals 1]34 33§ .!il!! 111s 595 5!JS! ~i..Zl!! 1290 251 2Z£! usooeoog l§ilZOJ 0~ 

10-yr Average 
1994 - 2003 $13,433.623 ~ $29,025,J2Z ~ 

7 -yr Average 
1994 - 2000 19,l!P,2:!Z ~ $29.543.763 ~ 

Targeted% 

• Reduced Project deliveries due to persistent long-term drought., 

Total 'Jl,of Grand T,otal 
Pavments Total ol Parm,ents 

$5,268,000 11.71% $45,00Cl,OOQ 
8,272,000 20.25% 40,84◄1,000 

8,538,500 20.15% 42,36fl,500 
8,812,500 19.95% 44, 16~!,500 
9,174,000 18.28% 50, 18◄1,500 
9,454,500 18.26% 51,7601,000 

11,603,250 20.04% 57,891,250 
11,981,250 19.85% 60,35Bl,000 
12,591,500 19.73% 63,817',750 
13,011,500 19.45% 66 ,907'.,Q_QQ 

1~8 707 009 ~~ 

19,BZ0,700 ~ .mm~ 

$8.731.821 ~ lli.wJ:.W 
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TABLEC-1A 
Restoration Fund Payments - FY 1994 -Power Irrigation M&I Total 

Repayment Factors (Target 
Allocation Factors) 

~ ~ ~ 100% 

Projected Revenues: 

Non-Discretionary Revenues: 
Pre-Renewal Charges $ 0 $ 0 $ 0 $ 0 
Tiered Water Revenues 0 0 0 0 
Transfer Revenues 0 0 0 0 
Friant Surcharges - FY 93 0 7,576,000 424,000 8,000,000 
Friant Surcharges - FY 94 0 5,682,000 318,000 6,000,000 
M&I Surcharges 0 0 0 0 

---------· ---------· ---------Total Non-Discretionary 0 13,258,000 742,000 14,000,000 

Max Rest>ratlon Payment 1/ 0 19,381,200 4,526.,000 23,907,200 
--------· --------· ---------Subtotal 0 32,639,200 5,268,000 $ 371907,';JJ.O 

Allocated AP Share 8,100,000 27,900,000 9,000,000 $ 45,000,000 2/ -------- ---------· ---------· 
AP Revenues In Excess of 0 4,739,200 -3,732,000 1,001;200 
Allocated Share 

AP Adjustment for Over(Under) -1,007,200 0 0 -1,007,200 ---------· ---------· ---------
TOTAL $ _7,092.800 $ 32.639,200 $ 5 12681000 $ 45.ooo,ooo 

% Allocation after Adjustment ~ ~ ll.rZl% 100.00% 

---------------------· 
AP = Restoration Payment 

1/ Maximum Res10ration Payment: Irrigation M&I Total 

'94 Est. Paid Water Deliveries (AF) 3,126,000 365,000 3,491,000 
Maximum Rate per Pr $ 6.20 $ 12.40 

-------· ---------· 
Maximum Amount $ 19,381200 $ 4,526J)OO $ 23,:WUOQ 

2/ Maximum Discretionary Revenues $ 31,000,000 
Projected Non-Discretionary Revenues 14,000,000 

Total $ 45,000.0QQ 
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TABLE C-1B 
Restoration Fund Payments - FY 1995 

Power Irrigation M&I Total 

Repayment Factors (Target 
Allocation Factors) 

~ ~ ~ 1Q.Ql2 

Projected Revenues: 

Non-Discretionary Revenues: 
Pre-Renewal Charges $ 0 $ 0 $ 0 $ 0 
Tiered Water Revenues 0 0 0 0 
Transfer Revenues 0 0 1,500,000 1,500,000 
Friant Surcharges 0 5,682,000 318,000 6,000,000 
M&I Surcharges 0 0 1,334,000 1,334,000 

-------
Total Non-Discretionary 0 5,682,000 3,152,000 8,834,000 

Max Res1Dration Payment 1/ 0 22,310,400 5,120,000 '0,430,400 
--------· ---------· ---------· ------------

Subtotal 0 '0,992,400 8,'02,000 $ 36.264.400 

Allocated RP Share 7,351,920 25,323,280 8,168,800 $ 40,844,000 21 -------· ---------· 
RP Revenues in Excess of 0 2,669,120 103,200 2,n2,320 
Allocated Share 

RP Adjustment for OVer(lJnder) -2,n2,320 0 0 -2.n2,s20 
-------· ---------· 

TOTAL $ 4.579.600 $ 'D.992400 $ a.2121000 $ · 40.844.000 

% Allocation after Adjustment ~ ~ ~ 100.00% 

------------
RP = Restoration Payment 

1/ Maximum Rest>ratlon Payment: Irrigation M&I Total 

'95 Est. Paid Water Deliveries {AF) 3,486,000 400,000 3,886,000 
Maximum Rate per AF $ 6.40 $ 12.80 

---------· ---------· 
Maximum Amount $ 22,310.400 $ s 1120,ooo $ 27.430,400 

2/ Maximum Discretionary Revenues $ 32,010,000 
Projected Non-Discretionary Revenues 8,834,000 

---------· 
Total $ 40,844,000 
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TABLEC-1C -Rasmratlo.n Fund Paymanm - FY 1996 

Power Irrigation M&I Total 

Repayment Factors (farget 
Allocation Factors) 

18% ~ ~ ,Jg 

Projected Revenues: 

Non-Discretionary Revenues: 
Pre-Renewal Charges $ 0 $ 0 $ 0 $ 0 
liered Water Revenues 0 0 0 0 
Transfer Revenues 0 400,000 1,560,000 1,960,000 
Friant Surcharges 0 5,682,000 318,000 6,000,000 
M&I Surcharges 0 0 1,376,500 1,376,500 

-------· 
Total Non-Discretionary 0 6,082,000 3,254,500 9,336,500 

Max Rest>ratlon Payment 1/ 0 17,860,220 5,284,000 23,144,220 
--------· ---------· 

Subtotal 0 23,942,220 8,538,500 $ 32.480.722 

Allocated RP Share 7,625,970 26,267,230 8,473,300 $ 42,366,500 2/ 
--------· --------· --------· 

RP Revenues in Excess of 0 -2,325,010 65,200 -2,259,810 
Allocated Share 

RP Adjustment for Over(Under) 2,259,810 0 0 2,259,810 
--------· ---------· 

TOTAL $ 9.885.780 $ 23.942,220 $ 8,538.500 $ 42.366.§00 

% Allocation after Adjustment ~ ~ ~ 100.00% 

-------------·--------· 
RP = Restoration Payment 

1/ Maximum Res.,ration Payment: Irrigation M&I Total 

'96 Est. Paid Water Deliveries (AF) 2,702,000 400,000 3,102,000 
Maximum Rate per AF $ 6.61 $ 13.21 

Maximum Amount $ 17.860,220 $ 5,284.000 $ 2a,1441a29 

2/ Maximum Discretionary Revenues $ 33,030,000 
Projected Non-Discretionary Revenues 9,336,500 

Total $ 42.366,500 
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Power Irrigation M&I Total 

Repayment Factors (Target 1m 
Albcation Factors) 

~ m ~ 

Projected Revenues: 

Non-Discretionary Revenues: 
Pre-Renewal Charges $ 0 $ 0 $ 0 $ 0 
Tiered Water Revenues 0 0 0 0 
Transfer Revenues 0 1,040,000 1,622,500 2,662,500 
Frlant Surcharges 0 5,682,000 318,000 6,000,000 
M&I Surcharges 0 0 1,420,000 1,420,000 

-------· ---------· --------· 
Total Non-Discretionary 0 6,722,000 3,360,500 10,082,500 

Max R8S1oration Payment 1/ 0 21,503,460 5,452,000 26,955,460 
--------· -------· ---------· -------

Subtotal 0 28,225,460 8,812,500 $ 3710371960 

Allocated RP Share 7,949,250 27,380,750 8,832,500 $ 44,162,500 2/ 
------· --------· ---------· 

RP Revenues in Excess of 0 844,710 -20,000 824,710 
Albcated Shara 

- RP Adjustment for Over(Under) -824,710 0 0 -824,710 
---------· ---------· -------

TOTAL $ 711241540 $ 28,22§.4§0 $ 8.812,500 $ 44,162500 

% Allocation after Adjustment ~ 63.91% lJLm 100.00% 

-------------------· 
RP = Restoration Payment 

1/ Maximum Rest>ration Payment: Irrigation M&I Total 

'97 Est. Paid Water Deliveries (AF) 3,153,000 400,000 3,553,000 
Maximum Rate per AF $ 6.82 $ 13.63 

---------· --------· 
Maximum Amount $ 21,503.4&0 $ §14521900 $ 26,9551460 

2/ Maximum Discretionary Revenues $ 34,080,000 
Projected Non-Discretionary Revenues 10,082,500 

---------· 
Total $ 44,162,500 
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TABLEC-1E 
Raraatlon Fund Pay-mana - FY 1888 

Repayment Factors (Target 
Allocation Factois) 

Projected Revenues: 

Non-Discretionary Revenues: 
Pre-Renewal Charges 
Tiered Water Revenues 
Transfer Revenues 
Frlant Surcharges 
M&I Surcharges 

Total Non-Discretionary 

Max Rest>ration Payment 

Subtotal 

Allocated RP Share 

RP Revenues in Excess of 
Allocated Share 

RP Adjustment for Over(Under) 

$ 

1/ 

0 
0 
0 
0 
0 

0 

0 

0 

9,033,210 

0 

2,702,830 

TOTAL $ 11,736,040 

% Allocation after Adjustment 

RP • Restoration Payment 

1/ Maximum RestcratlOn Payment: 

'98 Est. Paid Water Deliveries (AF) 
Maximum Rate per AF 

Maximum Amount 

2/ Maximum Discretionary Revenues 
Projected Non-Discretionary Revenues 

Total 

$ 

Irrigation 

2,109,000 
100,000 

2,163,000 
7,102,500 

0 

11,474,500 

17,799,960 

29,274,460 

31,114,390 

-1,839,930 

0 

$ 29,274,460 

Irrigation 

2,532,000 
$ 7.03 

$ 17,799,960 

$ 35,160,000 
15,024,500 

$ 50,184,500 

$ 

$ 

$ 

$ 

M&I 

20% 

0 
0 

1,687,500 
397,500 

1,465,000 

3,550,000 

5,624,000 

9,174,000 

10,036,900 

-862,900 

0 

9,174,000 

18.28% 

400,000 
14.06 

5,624,000 

$ 2,109,000 
100,000 

3,850,500 
7,500,000 
1,465,000 

15,024,500 

23,423,960 

$ 38,448,460 

$ 50,184;500 2/ 

-2,702,830 

2,702,830 

$ 50,184,500 

100.00% 

Total 

2,932,000 

$ 23,423,960 
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- TABLEC-1F 
n ... _. ___ ,..__ ~---.,. n-----..,. ~ ........ naannaa.11.111 runu rayu•--•-- - r I li:Ji:Ji:J 

Power Irrigation M&I Total 

Repayment Factors (Target 
Albcatlon Factors) 

~ 62% ~ ll!22! 

Projected Revenues: 

Non-Discretionary Revenues: 
Pre-Renewal Charges $ 0 $ 2,175,000 $ 0 $ 2,175,000 
Tiered Water Revenues 0 300,000 0 300,000 
Transfer Revenues 0 2,250,000 1,755,000 4,005,000 
Frlant Surcharges 0 7,102,500 397,500 7,500,000 
M&I Surcharges 0 0 1,498,000 1,498,000 

--------
Total Non-Discretionary 0 11,827,500 3,650,500. 15,478,000 

Max Rest>ratlonPayment 1/ 0 18,676,000 5,804,000 24,480,000 -------· ---------· ---------· --------
Subtotal 0 30,503,500 9,454,500 $ 39 .i§.§,000 

Allocated RP Share 9,317,340 32,093,060 10,352,600 $ 51,763,000 21 
-------- --------· -------· 

RP Revenues in Excess of 0 -1,589,560 -898,100 ·-2,487,660 
Allocated Share 

RP Adjustment for Over(Under) 2,487,660 0 0 2,487,660 
------· -------· ---------

TOTAL $ 11.aos.000 $ 39.503.500 $ 9.454.500 $ 51.763,000 

% Allocation after Adjustment ~ 58.93% ~ 100.00% 

-------------------
RP = Restoration Payment 

1/ Maximum Rest>ratlon Payment: Irrigation M&I Total 

'99 Est. Paid Water Deliveries (AF) 2,576,000 400,000 2,976,000 
Maximum Rate per AF $ 7.25 $ 14.51 

---------· ----~----· 
Maximum Amount $ 18§76,000 $ 518041000 $ 24_480,000 

2/ Maximum Discretionary Revenues $ 36,285,000 
Projected Non-Discretionary Revenues 15,478,000 

---------· 
Total $ 51-763,000 
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TABLEC-1G -Ruiuration Fund Payl'i'i8i'ita - FY 2000 

Power Irrigation M&I .IQ1!!.. 

Repayment Factors (Target lb m .22:2! ~ 
Albcatlon Factors) 

Projected Revenues: 

Non-Discretionary Revenues: 
Pre-Renewal Charges $ 0 $ 2,247,000 $ 0 $ 2,247,000 
Tiered Water Revenues 0 300,000 0 300,000 
Transfer Revenues 0 2,339,500 2,737,500 5,077,000 
Frlant surcharges 0 9,943,500 556,500 10,500,000 
M&l Surcharges 0 0 2,321,250 2,321,250 --------· ---------· ---------· 
Total Non-Discretionary 0 14,830,000 5,615,250 20,445,250 

Max Remratlon Payment 1/ 0 19,399,100 5,988,000 25,387,100 
-------· ---------· 

Subtotal 0 34,229,100 11,603,250 $ 45,832,il§Q 

Allocated RP Share 10,420,425 35,892,575 11,578,250 $ 57,891,250 2/ 
--------· --------· --------· 

RP Revenues in Excess of 0 
Allocated Share 

-1,663,475 25,000 -1,638,475 

RP Adjustment fOr OVer(Uncler) 1,638,475 0 .0 1,638,475 
-------- --------· ---------· ---------

TOTAL $ 12,058.900 $ 34,229,100 $ 11,603,250 $ 57,891,250 

% Allocation after Adjustment ~ ~ 20.04% 100.00% 

---------
· RP = Restoration Payment 

1/ Maximum Remratlon Payment: Irrigation M&I Total 

'00 Est. Paid Water Deliveries (AF) 2,590,000 400,000 2,990,000 
Maximum Rate per N= $ 7.49 $ 14.97 

-------
Maximum Amount $ 19,399.100 $ 5.988,000 $ 25,387,100 

2/ Maximum Discretionary Revenues $ 37,446,000 
Projected Non-Discretionary Revenues 20,445,250 

Total $ 57,891,250 
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. Power Irrigation M&I Total 

Repayment Factors (Target 1!m 
Allocation Factors) 

§22i ~ ~ 

Projected Revenues: 

Non-Discretionary Revenues: 
... Pre-Renewal Charges $ 0 $ 2,319,000 $ 0 $ 2,319,000 

Tiered Water Revenues 0 0 0 0 
Transfer Revenues 0 3,650,250 2,847,000 6,497,250 
Frlant Surcharges 0 9,943,500 556,500 10,500,000 
M&I Surcharges 0 0 2,397,750 2,397,750 

---------· 
Total Non-Discretionary 0 15,912,750 5,801,250 21,714,000 

Max Remration Payment 1/ 0 15,521,840 6,180,000 21,701,840 

------· ---------· --------- ---------Subtotal 0 31,434,590 11,981,250 $ 4314151840 

Allocated RP Share 10,864,440 37,421,960 12,071,600 $ 60,358,000 2/ --------- --------· ---------· 
RP Revenues in Excess of 0 -5,987,370 -90,350 -6,077,720 
Allocated Share 

- RP Adjustment for Over(llncler) 6,077,72!J 0 0 6.,077,720 

-------· --------· 
TOTAL $ 161942160 $ 3114341590 $ 11198t250 $ 6013581000 

% Allocation after Adjustment 28.07% 52.08% ~ 100.00% 

-------------------· 
RP = Restoration Payment 

1/ Maximum Res~ratlon Payment: Irrigation M&I Total 

'01 Est. Paid Water Deliveries (AF} 2,008,000 400,000 2,408,000 
Maximum Rate per AF $ 7.73 $ 15.45 

---------· --------· 
Maximum Amount $ 151521 1840 $ s 11so1000 $ 21-7011840 

2/ Maximum Discretionary Revenues $ 38,644,000 
Projected Non-Discretionary Revenues 21,714,000 

Total $ 60,358,000 
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TABLEC-1I -Restoration Fund Payments - ~ 2002 

Power Irrigation M&I Total 

Repayment Factors (Target JD §i2! ~ ~ 
.Allocation Factors) 

Projected Revenues: 

Non-Discretionary Revenues: 
Pre-Renewal Charges $ 0 $ 2,391,000 $ 0 $ 2,391,000 
liered Water Revenues 0 0 0 0 
Transfer Revenues 0 3,795,750 3,948,000 7,743,750 
Friant Surcharges 0 9,943,500 556,500 10,500,000 
M&I Surcharges 0 0 3,302,000 3,302,000 

-------· -------· ---------Total Non-Discretionary 0 16,130,250 7,806,500 23,936,750 

Max Resbratlon Payment 1/ 0 9,874,83> 4,785,000 14,659,830 
-------· -------· ---------· ---------Subtotal 0 26,005,080 12,591,500 $ 3815i§.~O 

Allocated RP Share 11,487,195 39,567,005 12,763,550 $ 63,817,750 2/ 
--------· ---------· 

RP Revenues In Excess of 0 
Allocated Share 

-13,561,925 -172,050 -13,733,975 

RP Adjt.tStment for Over(Under) 13,733,975 0 0 13,733,975 
--------· ---------· 

·TOTAL $ 25,221.170 $ 26,005.080 $ 12,591,500 $ 63,817J50 

% Allocation after Adjustment ~ ~ li.rm 100.00% 

---------------------· 
RP = Restoration Payment 

1/ l.1aximum Restoration Payment: Irrigation M&I Total 

'02 Est. Paid Water Deliveries {AF) 1,239,000 300,000 1,539,000 
Maximum Rate per N= $ 7.97 $ 15.95 

-------· --------· 
Maximum Amount $ 9,874,Q $ 4,785,000 $ 14,659.830 

2/ ME>ximum Discretionary Revenues $ 39,881,000 
Projected Non-Discretionary Revenues 23,936,750 

---------· 
Total $ 63.817.750 
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Power Irrigation M&I Total 

Repayment Factors (Target 18% 62% &Q:! .1m 
Allocation Factors) 

Projected Revenues: 

Non-Discretionary Revenues: ~ 

Pre-Renewal Charges $ 0 $ 2,469,000 $ 0 $ 2,469,000 
Tiered Water Revenues 0 0 0 0 
Transfer Revenues 0 5,264,000 4,106,000 9,370,000 
Frlant Surcharges 0 9,943,500 556,500 10,500,000 
M&I Surcharges 0 0 3,411,000 3,411,000 

--------· --------· 
Total Non-Discretionary 0 17,676,500 8,073,500 , 25,750,000 

Max Rest:lratlon Payment 1/ 0 8,328,760 4,938,000 13,266,760 
------- -------· ---------· 

Subtotal 0 26,005,260 13,011,500 $ ~ 101sa7so 

Allocated RP Share 12,043,260 41,482,340 13,381,400 $ 66,907,000 2J ------- --------~· ,, 

RP Revenues in Excess of 0 -1s,4n,oao -369,900 ,..15,846,980 
Allocated Share 

RP Adjustment for Over(Under) 15,846,980 0 0 15,846,980 
--------- ----------· ---------· 

TOTAL $ 27.890,240 $ 26,005,260 $ 13,011,500 $ 66.901,000 

% Allocation after Adjustment 41.69% ~ ~ 100.00% 

-----------· 
RP = Restoration Payment 

1 / Maximum ReSU>ration Payment: l!!!gatlOn M&I· . .. •·~ 

'03 Est. Paid Water Dellverles (AF) 1,012,000 300,000 1,312,000 

' Maximum Rate per AF $ 8.23 $ 16.46 
------- ---------· 

Maximum Amount $ l&a!.l§g $ 4.!!§,0Dg - S, · H.266.Z§Q 

> 
" 

2J Maximum Discretionary Revenues $ 41,157,000 
Projected Non-Discretionary Revenues 25,750,000 

Total $ 66.907,000 
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United States Department of the Interior 
BUREAU OF RECLAMATION 

IN REPLY 
REFERTO: 

MP-3400 
FIN-4.00 

To: To All Concerned 

From: Kirk C. · Rodgers 
Acting Regional Directo 

Mid-Pacific Regional Office 
2800 Cottage Way 

Sacramento. California 95825-1898 

JUN 2 5 2001 

MEMORANDUM 

-
Subject: Central Valley Project Cost Allocation Study, May 2001 

As Acting Regional Director of the Mid-Pacific Region of the Bureau of Reclamation, I approve 
the report titled "Central Valley Project Cost Allocation Study, May 2001." Based on the report, 
Reclamation has determined that the existing allocation is the preferred allocation method and 

· will continue to use it for CVP plant-in-service allocations. 

If further information is required, you may contact Craig Stroh at (916) 978-5377, mo (916) 
978-5608. 

GOV0000606 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 256 of 597



Appx0254

I 
I 
I 
1. 
I ,, 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

TABLE OF CONTENTS 

Items Page 

EXECUTIVE SUMMARY ············~····················· ...................................................................... ES-1 

Purpose and Need for this Study ........................................................................................ ES-1 
Alternatives Development ................................................................................................. ES-2 

The Proportional Alternative ................................................................................. ES-2 
The Contractors' Proposal .................................................................................... ES-2 

Decision ........................................................................................................................... ES-4 

CHAPTER I. INTRODUCTION ............................................................................................... 1-1 

Background ......................................................................................................................... 1-1 
Need for Cost Allocations .................................................................................................... 1-4 
Need for a Revised Cost Allocation of the CVP ..................................................................... 1-4 
Scope of Study .................................................................................................................... 1-5 
Public Outreach. .................................................................................................................. I-5 

CHAPTER II. SUMMARY OF CVP COST ALLOCATION STUDIES ................................ 11-1 

Annual Cost Allocation Updates .......................................................................................... II-I 
Previous CVP Cost Allocation Studies ................................................................................. II-2 

Initial Central Valley Project Studies ....................................................................... II-2 
1946 Cost Allocation Study ..................................................................................... II-2 
1956 Reallocation Study .......................................................................................... 11-2 
1960 Reallocation Study .......................................................................................... II-3 
1970 Reallocation Study .......................................................................................... II-3 
1975 Reallocation Study ....................................................... , .................................. 11-7 

Congressional Actions that Affect Allocations and Repayment.. ............................................ H-7 
Fish and Wildlife Coordination Act Requirements .................................................... II-7 
Congressional Approval of Cost Allocations ............................................................. II-8 
Trinity River Mitigation and Restoration Activities ................................................... II-8 
Coordinated Operations Agreement and Suisun Marsh Preservation 
Agreement ............................................................................................................. 11-8 
General Accounting Office Report ........................................................................... II-9 
Central Valley Project Improvement Act... ............................................................... II-9 

CHAPTER Ill. EXISTING CVP PLANT-IN-SERVICE COST ALLOCATION .................. 111-1 

Cost Allocation Computational Process .............................................................................. III- I 
Identify Costs to be Al located ................................................................................. III -1 
Allocate Costs to Project Purposes ......................................................................... .IU-3 
Calculate Repayment Responsibilities ..................................................................... III-4 

Summary of Existing CVP Cost Allocation ......................................................................... III-8 

i CVP Cost Allocation Study 
Final Report-May 2001 

GOV0000607 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 257 of 597



Appx0255

Items Page 

CHAPTER IV. DEVELOPMENT OF ALTERNATIVES ...................................................... IV-1 

Criteria for Development of Alternatives ............................................................................ .IV-1 
Compliance with P.L. 99-546 ................................................................................ .IV-1 
Recommendations in the GAO Report ................................................................... JV-I 

Allocation Methods Considered .......................................................................................... IV -2 
Quantity-Based Methods ....................................................................................... .IV-3 
Priority-Based Methods ........................................................................................ .IV -4 
Benefits-Based Methods ....................................................................................... .IV -4 
User Group-Based Methods .................................................................................. .IV-6 

Allocation Alternatives Developed ..................................................................................... IV -7 
Existing Allocation ............................................................................................... .IV-7 
Proportional Alternative ..................................................... .' .................................. .IV-7 
Contractors' Proposal .......................................................................................... IV-11 

CHAPTER V. COMPARISON OF ALTERNATIVES ............................................................ V-1 

Existing Allocation ............................................................................................................. V-l 
Proportional Alternative .......... , ........................................................................................... V -4 
Contractors' Proposal ......................................................................................................... V -8 
Summary of Results .......................................................................................................... V-12 

CHAPTER VI. EVALUATION OF ALTERNATIVES. ......................................................... Vl-1 

Evaluation Criteria ............................................................................................................. VI-1 
Application of Evaluation Criteria to Alternatives ................................................................ VI-2 

Criterion 1 - Allocate Joint Costs Based on Project Benefits .................................... VI-2 
Criterion 2 -Adjust to Changes in Project Operations .............................................. VI-5 
Criterion 3 - Apply Accepted Cost Allocation Standards .......................................... VI-8 
Criterion 4 - Consistency with Past CVP Cost Allocation Methods ..................... _. ..... VI-9 
Criterion 5 - Consistency with Laws, Regulations, and Guidance ........................... VI- I 0 
Criterion 6 - Adaptive and Able to Accept New Project Features ........................... VI- l 2 
Criterion 7 - Simplify the Cost Allocation Process ................................................ VI-12 
Criterion 8 - Implementation Process ................................................................... VI-13 

Evaluation Summary ........................................................................................................ VI-13 

CHAPTER VII. SUMMARY ................................................................................................... VI 1-1 

Decision .......................................................................................................................... VII-2 
Proportional Alternative ....................................................................................... VIl-2 
Contractors' Proposal .......................................................................................... VII-2 

Future Study .................................................................................................................... VII-3 

ii CVP Cost Allocation Study 
Final Report - May 200 I 

I 
I 
I 
.1 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

GOV0000608 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 258 of 597



Appx0256

I 
I 
,I 
I 
I 
I 
I 
I 
I 
I 
I 
I· 
I 
I 
I 
I 
I, 
I 
·1 

APPENDIX A. 

APPENDIX 8. 

APPENDIXC. 

APPENDIXD. 

LIST OF APPENDICES 

Water and Power Contractors' Cost Allocation Proposal 

Excluded, Exempt, Joint and Specific Costs for Proportional Alternative 

COE Letter of February 27, 1975, Concerning Flood Control Benefits for 1975 CVP 
Cost Reallocation Study 

Responses to Comments on Draft Report 

iii CVP Cost Allocation Study 
Final Report- May 2001 

GOV0000609 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 259 of 597



Appx0257

----·---------------------------------------

Items 

Table ES-l 
Table ES-2 
Table ES-3 

Tabie I-1 

Table 11-1 
Table 11-2 

Table Ill-1 

Table lV-1 
Table IV-2 
Table IV-3 

Table V-1 
Table V-2 
Table V-3 
Table V-4 
Table V-5 

Table V-6 
Table V-7 
Table V-8 
Table V-9 
Table V-10 
Table V-11 
Table V-12 
Table V-13 
Table V-14 
Table V-15 
Table V-16 

Table VI-1 
Table VI-2 

LIST OF TABLES 

Page 

Changes in Total Repayment Responsibilities ............................................. ES-5 
Changes in M&I Water Rate Components ................................................... ES-6 
Changes in Irrigation Water Rate Components .............................. : ............. ES-6 

Summary of Public Meetings and Workshops ................................................ I-6 

Summary of 1970 Reallocation Study .......................................................... .11-5 
Significant Issues Addressed in the 1970 Reallocation Study ....................... lI-6 

Existing CVP Cost Allocation Repayment Responsibilities as of 
September 30, 1999 ...................................................................................... III-8 

Characteristics of Cost Allocation Alternatives ........................................... IV -8 
Features Exempt from Proportional Alternative ........................................ IV-11 
Comparison of Joint Cost Allocation Factors for Base I Facilities ............ IV-12 

Costs Allocated Using Separable and Joint Cost Allocation Factors ............ V- l 
Allocation of Project Costs in the Existing Allocation ................................. V-2 
Repayment Responsibilities in the Existing Allocation ............................... V-3 
Water Rate Components in the Existing Allocation ..................................... V-4 
Specific Costs and Joint Cost Allocation Factors in the 
Proportional Alternative ................................................................................ V-5 
Allocation of Project Costs in the Proportional Alternative ......................... V-6 
Repayment Responsibilities in the Proportional Alternative ........................ V-7 
Water Rate Components in the Proportional Alternative .............................. V-7 
Comparison of Joint Cost Allocation Factors ............................................... V -8 
Allocation of Project Costs in the Contractors' Proposal.. ........................... V-9 
Repayment Responsibilities in the Contractors• Proposal.. ........................ V-10 
Water Rate Components in the Contractors' Proposal.. ............................. V-11 
Summary of Total Allocated Costs for All Alternatives. ............................ V-12 
Summary of Repayment Responsibilities in All Alternatives .................... V-13 
Summary of M&I Rate Components in All Alternatives ............................ V-14 
Summary ofirrigation Rate Components in All Alternatives ..................... V-15 

Criteria to Evaluate Cost Allocation Alternatives. ....................................... Vl-3 
Comparison of Cost Allocation Alternatives ............................................. Vl-14 

iv CVP Cost Allocation Study 
Final Report- May 2001 

I 
I 
I. 
I 
I 
I 
I 
I 
I 
I 
I 
·I ,. 
I 
I 
I ,, 
I 
I 

GOV0000610 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 260 of 597



Appx0258

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Items 

Figure I-I 

Figure lll-1 
Figure Ill-2 

Figure IV-1 

LIST OF FIGURES 

Page 

The Central Valley Project. ............................................................................. 1-3 

Repayment of Water Supply Costs in Existing Allocation. ......................... Ill-6 
Repayment of Power Costs in Existing Allocation. ..................................... HI-7 

Repayment of Water Supply Costs in Contractors' Proposal.. .................. IV-15 

V CVP Cost Allocation Study 
Final Report - May 100 I 

GOV0000611 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 261 of 597



Appx0259

LIST OF ACRONYMS AND ABBREVIATIONS 

AJE 
Bay-Delta Plan 
CIP 
COA 
COE 
Commissioner 
Coordination Act 
CVP 
CVPIA 
D-1485 
Delta 
DMC 
DOE 
ESA 
GAO 
IDC 
M&I 
O&M 
Reclamation 
SCRB 
Secretary 
Service 
SOD 
State 
SWP 
SWRCB 
Western 

alternative justifiable expenditure 
1994 Delta Water Quality Control Plan 
Construction-In-Progress 
Coordinated Operations Agreement 
U.S. Anny Corps of Engineers 
Commissioner of Reclamation 
Fish and Wild11fe Coordination Act of 1934 
Central Valley Project 
Central Valley Project Improvement Act 
State Water Resources Control Board Decision 1485 
Sacramento-San Joaquin River/San Francisco Bay Delta 
Delta-Mendota Canal 
Department of Energy 
Endangered Species Act 
General Accounting Office 
interest during construction 
municipal and industrial 
Operations and Maintenance 
U.S. Bureau of Reclamation 
separable costs-remaining benefits 
Secretary of the Interior 
U.S. Fish and Wildlife Service. 
safety of dams 
State of California 
California State Water Project 
State Water Resources Control Board 
Western Area Power Administration 

vi CVP Cost Allocation Study 
Final Report - May 2001 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

GOV0000612 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 262 of 597



Appx0260

I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

EXECUTIVE SUMMARY 

The Central Valley Project (CVP) is a multi
purpose water resources project operated by the 
Bureau of Reclamation (Reclamation) that 
supplies water to more than 250 long-term water 
contractors in the Central Valley, the San 
Francisco Bay Area, and the Santa Clara Valley. 
It also generates sufficient hydroelectric power to 
operate the project and to supply power to 
numerous preference power customers in 
California. In addition to water supply and 
power, the project has been authorized by 
Congress through a series of legislative acts to 
serve flood control, fish and wildlife, recreation, 
navigation, and water quality protection needs. 

Like many major water resources projects 
designed and operated to serve multiple purposes, 
the CVP is comprised of both single-purpose and 
multi-purpose facilities. In accordance with 
project authorization, portions of the costs for 
CVP facilities are to be reimbursed by project 
water and power users. Cost allocation is a 
process to distribute the costs of multi-purpose 
project facilities among the various purposes 
served in order to identify responsibilities for 
repayment of reimbursable costs. Reimbursable 
costs require some level of repayment from 
project beneficiaries whereas non-reimbursable 
costs are borne by the Federal government (i.e., 
Federal taxpayers). 

If all of the purposes in a multi-purpose 
project were non-reimbursable, no cost allocation 
would be required, at least for repayment 
purposes, since no reimbursement would be 
necessary. In a multi-purpose project, such as the 
CVP, with reimbursable costs for one or more 
purposes, a cost allocation is necessary to 
determine the level of reimbursement 
responsibilities. In a multi-purpose project, the 
costs of a single-purpose facility can simply be 
assigned to that purpose for reimbursement. The 
central challenge of the allocation process is the 

ES-1 

equitable allocation of joint costs - the costs of 
facilities serving more than one project 
purpose. 

In the case of the CVP, an initial cost 
allocation was completed while the project was 
in the early stages of construction. Since that 
time, several updated and revised cost 
allocations were developed as actual 
construction costs were incurred. The last 
detailed CVP cost allocation was completed in 
1975, and the percentages developed in that 
study for allocating costs among purposes 
served are still in use today. The allocations 
were based on the separable costs-remaining 
benefits (SCRB) method, which considers 
benefits accruing to each project purpose and 
has been accepted for use by Federal water 
resources agencies. Since 1975, relatively 
minor updates and adjustments have been made 
annually to the CVP cost allocation to 
determine repayment responsibilities of water 
and power users as new project facilities have 
been added and water and power uses changed. 
All cost allocations to date are considered 
interim because construction of the CVP is not 
considered complete. 

PURPOSE AND NEED FOR THIS 
STUDY 

The present study was undertaken to 
comply with the requirements of Public Law 
99-546, dated October 27, 1986, and to respond 
to a recommendation in the General 
Accounting Office (GAO) report titled Central 
Valley Project Cost Allocation Overdue and 
New Method Needed, dated March 1992. The 
latter called for a more streamlined method to 
allocate joint costs of the CVP. This report 
describes the existing allocation of CVP costs 
and its historical basis, considers alternative 
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Executive Summary 

methods to allocate costs, and recommends a 
preferred alternative. 

Public outreach in support of this study began 
shortly after the study was initiated and continued 
through review of the Draft Report. A total of 
eight public meetings during a two-year period 
provided opportunities for input on all aspects of 
the study, including alternatives development, 
evaluation, and comparison. The Draft Report 
was released for public review and comment in 
January 200 l. A public meeting was held in 
February 2001 to present an overview of the 
study, describe alternatives considered, 
summarize conclusions and recommendations, 
and solicit input from the public. Responses to 
written comments received on the Draft Report 
are presented in Appendix D to this Final Report. 

ALTERNATIVES DEVELOPMENT 
In the course of this study, two alternative 

cost allocation methods were developed and 
compared to the Existing Allocation. A 
Proportional Alternative was developed based on 
a suggestion from the GAO, and a Contractors' 
Proposal was developed from a proposal received 
from CVP water and power contractors. 

For the Existing Allocation and the two 
alternatives, costs were allocated to project 
purposes and repayment responsibilities were 
calculated for the reimbursable functions -
municipal and industrial (M&I) water users, 
irrigation water users, and commercial power 
customers. Evaluation of the alternatives 
required development of study-specific 
evaluation criteria because the circumstances 
involved in this cost allocation study differ from 
those typically encountered in cost allocation 
studies, which are conducted during project 
planning and development. At the start of project 
planning, no allocation exists, and the problem is 
that of developing one, including choice of the 
appropriate allocation method. For this study, an 
allocation does exist so that the relevant question 
is whether one or both of the alternative 
allocation methods have characteristics that 
provide a compelling reason to change the 
existing method. The evaluation criteria applied 
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in this study were formulated to address that 
question, and if the answer were affinnative for 
both alternatives, to provide guidance in the 
selection of one of them as the recommended 
method. The criteria were applied to determine 
whether the alternatives met the basic 
requirements for an interim cost allocation and 
to highlight differences between the existing 
allocation method and the alternatives. 

The Proportional Alternative 

The Proportional Alternative would 
allocate joint costs in proportion to specific 
costs - the costs of individual physical features 
that serve only a single project purpose. This 
approach, which is similar to an accounting 
method that distributes overhead costs among 
various units, does not consider the level of 
benefits generated by joint-use facilities when 
allocating their costs. 

This study found that implementation of 
the Proportional Alternative would constitute a 
significant departure from benefits-based 
allocation methods that have been used by 
Federal water resources agencies for nearly half 
a century. In addition, the Proportional 
Alternative is not well suited to accept future 
additions of single-purpose project facilities 
because the costs of these features, which are 
specific costs, would affect the allocation of 
joint costs of existing facilities. This would 
occur even if the new facility resulted in no 
change in those project benefits that stemmed 
from the joint facilities. 

The Contractors' Proposal 

The Contractors• Proposal, as interpreted 
by Reclamation, is based on the existing cost 
allocation but contains two significant 
components that would alter the allocation and 
repayment of CVP costs. First, the factors used 
to allocate joint costs are based on results from 
the 1970 reallocation study rather than results 
from the 1975 study. Second, the proposal 
attempts to account for the environmental re
operation of the CVP by creating a new 
environmental water use for the determination 
of repayment responsibilities of costs allocated 
to the water supply purpose. 

CVP Cost Allocation Study 
Final Report- May 200/ 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
i 
I 
I 
I 
I 
I 
I 
I 

GOV0000614 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 264 of 597



Appx0262

,, 
I 
I 
·1 
I 
I 
I 
I 
I 
a 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Executive Summary 

The use of the I 970 joint cost allocation 
factors in place of the 1975 factors would 
significantly affect the allocation of joint costs to 
the power and flood control purposes. In the 
1975 study, the power factor increased to 21.8 
percent from 5.9 percent in 1970 while the flood 
control factor fell to 20.5 percent from 35.5 
percent in 1970. The contractors proposed this 
change claiming d<at the cost of the single
purpose power alternative in 1975 study was 
biased by high energy costs at the time and that 
flood control benefits were understated because 
previous Corps of Engineers (COE) flood control 
benefit estimates were not indexed to then
current levels in the 1975 study. This study 
reviewed these claims and found that high energy 
costs were symptomatic of the period and that the 
COE recommendation (that flood control benefits 
not be indexed because there were other 
offsetting characteristics of · the method being 
applied) appears to have been reasonable. Of 
course, it is not known with certainty if the power 
and flood control benefits from 1970 are more 
accurate today or over the years between 1975 
and today than the benefits developed for these 
purposes in 1975. An updated estimate of project 
benefits for all project purposes would be 
required to make such a determination. Even 
after such a determination were made, however, 
questions regarding the integration of the results 
with past flood control and power benefits, past 
allocations, and past repayments would remain. 

The Contractors' Proposal maintains that the 
authorized purposes of the CVP have been 
greatly expanded and that the project has 
undergone significant re•operation since 
completion of the 1975 reallocation study. The 
accomplishments of the project have been altered 
dramatically as a result of legislation and policy 
decisions including the Central Valley Project 
Improvement Act (CVPIA), Endangered Species 
Act, and the 1994 Delta Water Quality Control 
Plan. According to the proposal, the existing 
allocation method does not adequately reflect the 
significant new environmental benefits that have 
been generated by the re-operation of the project 
and the associated enhancement and mitigation 
activities that have occurred. Also, the existing 
allocation method does not reflect the reduction 
in benefits accruing to water and power users. 

ES-3 

The environmental water use account in the 
Contractors' Proposal would be based on the 
800,000 acre-feet of water dedicated annually 
by section 3406(bX2) of the CVPIA for the 
primary purpose of implementing the fish, 
wildlife, and restoration purposes of the Act. 
For purposes of determining repayment 
responsibilities for costs allocated to water 
supply, this authorized use of existing water 
would be treated as an additional CVP water 
supply in the proposal. The Contractors' 
Proposal provides a formula - derived from 
repayment requirements specified for many of 
the actions mandated in section 3406(b)(4)-(23) 
of the CVPIA-that would treat 37.5 percent of 
the costs associated with the environmental 
water account as reimbursable by water and 
power users and the remaining 62.5 percent as 
non-reimbursable. This cost sharing 
arrangement would be tantamount to treating 
37.5 percent of the environmental water as 
mitigation water and the remaining 62.5 
percent as enhancement water. 

This study found the addition of an 
environmental water use to the water supply 
sub-allocation account to be insupportable for a 
number of reasons. First, unlike other 
provisions of the CVPIA wherein cost sharing 
arrangements and surcharges on water and 
power users have been specified, Congress 
neither directed that a new cost allocation study 
be undertaken as a result of likely reductions in 
water contract deliveries nor provided a cost 
allocation formula related to the 800,000 acre
feet of dedicated water. Second, section 
3406(b)(2) of the CVPlA did not state that any 
of the dedicated water is for environmental 
enhancement. Furthermore, section 3406(b )(3) 
of the CVPlA required implementation of a 
program to supplement the quantity of water 
dedicated in section 3406(b)(2). This indicates 
that the CVPIA did not contemplate that the 
dedicated water would meet all the 
environmental goals enumerated in section 
3406(b )(2). Mitigation, protection, and 
restoration must precede enhancement, and it is 
unlikely that the 800,000 acre-feet alone could 
completely mitigate, protect, and restore, and 
therefore that any portion of it could be 
considered enhancement. 
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Third, the three water supply functions in the 
Existing Allocation are all end uses - M&I users, 
inigators, and wildlife refuges. The 
«environment," on the other hand, as used in the 
Contractors' Proposal, is not an end use in the 
same sense that M&I, irrigation, and wildlife 
refuges are end uses. Environmental water 
released from CVP reservoirs for instream 
environmental benefits could also be used 
downstream for other beneficial purposes, 
including irrigation or M&I uses, farther 
downstream. In such cases, the Contractors' 
Proposal could double count the use of water. 

Fourth, underlying the Contractors' Proposal 
are the assertions that fonn the basis for 
proposing the environment as a water use, 
namely, that the authorized purposes of the CVP 
have been greatly expanded and that the CVPIA 
established the environment as a new project 
purpose. Fish and wildlife considerations, 
however, have long been a responsibility of water 
projects developed by Reclamation and other 
Federal agencies as a result of the Fish and 
Wildlife Coordination Act and its various 
amendments. The original act, passed in 1934, 
required that projects impounding water consider 
use of project water for fish culture and migratory 
bird habitat, and provision of fish passage past 
dams. The 1946 amendment to the act required 
that agencies impounding or diverting water 
consult with the Service with the view to 
preventing loss of and damage to wildlife 
resources, and that consistent with the primary 
project purposes, provide for conservation, 
maintenance, and management of fish and 
wildlife and their habitats. In recognizing the 
importance of fish and wildlife resources and 
increasing public interest, the 1958 amendment 
provided that wildlife conservation should 
receive equal consideration and be coordinated 
with other project features through effectual and 
hannonious planning, development, maintenance, 
and coordination of wildlife conservation. 

Authorizations of components of the CVP 
and reauthorizations of the entire CVP have also 
addressed consideration of fish and wildlife and 
their habitats. These include authorization to use 
CVP water supplies to develop and maintain 
waterfowl management areas. Authorizations to 
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add the Trinity River Division, the New 
Melones Project, and the San Felipe Division 
included provisions to preserve and propagate 
fish and wildlife resources. 

Finally, both Federal legislation, including 
the CVPIA, and State Water Resources Control 
Board (SWRCB) decisions require the CVP to 
meet certain environmental conditions as an 
operational priority. Decisions of the SWRCB, 
which are implicitly reinforced by the language 
of the CVPIA that "Nothing in this title shall 
affect the State's authority to condition water 
rights pennits for the Central Valley Project," 
have made it clear that all CVP water rights are 
junior to inbasin needs, including needs within 
the Delta itself, and that the CVP can only 
export water from the Delta that is surplus to 
inbasin needs. In other words, not only are fish 
and wildlife purposes not new to the CVP, but, 
as a matter of State law, CVP water rights have 
always been junior in priority to such 
enviromnental requirements. In short, the 
introduction into the CVP cost allocation of an 
environmental water account proposed by the 
water and power contractors is not consistent 
with provisions of Federal law, Reclamation 
guidance on allocating costs, State water rights 
decisions, and would likely double count water 
use. 

Seen in this context, the CVPIA reinforced 
the obligation of the CVP to protect the 
environment by re-emphasizing the priority of 
meeting environmental needs, but did not add 
the environment as a new project purpose. 

DECISION 
A summary of the changes in total 

repayment responsibilities from the Existing 
Allocation that would result from the two 
alternatives considered in this study is provided 
in Tab]e ES-1. Changes in total costs associated 
with the M&I water rate components are shown 
in Table ES-2. and changes in total costs 
associated with the irrigation water rate 
components are shown in Table ES-3. 

CVP Cost Allocation Study 
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Executive Summary 

This report concludes that neither the 
Proportional Alternative nor the Contractors' 
Proposal includes characteristics that provide 
compelling reasons to change the existing 
allocation method Accordingly, Reclamation 
has determined that the Existing Allocation is the 
preferred allocation alternative and will continue 
to it use for CVP plant-in-service allocations. 

If it becomes appropriate in the future to 
consider performing a new cost allocation study, 
Reclamation should first consider the 
informational and technical requirements to 
complete such a study. A new allocation study 
would require estimates of historic and future 
project accomplishments, benefits, and costs, and 
costs of alternatives. It is expected that such a 
study would be time consuming and potentially 
costly. Therefore, before one were undertaken, 
an evaluation should be completed to identify the 
following: 

• Existing data available for use and what 
new data would be required; 

• The levels of effort needed to develop new 
data and perform the analyses; 

• A methodology to identify past and future 
benefits for all project purposes; and 

• A process to integrate revised estimates of 
benefits with previous estimates and 
existing contractor repayment 
responsibilities. 

The evaluation would include coordination• 
with other agencies that would be expected to 
provide input to a new allocation study ... such 
as the COE and Service - to determine their 
ability and willingness to participate in it. 

TABLE ES-1 

CHANGES IN TOTAL REPAYMENT RESPONSIBILITIES 
($ MILLION) 

Plant-In-Service Change in Total Cost As Compared to 
Repayment Entity Total Cost In Existina Allocation 

Existing Proportional Contractors' 
Allocation Alternative Prooosal 

Water Users 436.5 ~1.0 -1.9 
tion Water Users 1,476.2 27.6 -32.8 

Commercial Power 568.8 12.3 -35.8 
Customers 
State of California and 244.S 0.6 -0.2 
Local Governments 
Federal Non• 564.l -39.4 70.7 
reimbursable 

TOTAL 3,290.2 0.0 0.0 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals mav not be comnleteiv accurate due to rounding, 
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TABLE ES-2 

CHANGES IN M&I WATER RATE COMPONENTS 
($ MILLION) 

Change As Compared to 
Rate Component Existing ExistinQ Allocation 

Allocation Proportional Contractors' 
Alternative Proposal 

e 75.6 -4.2 -2.3 
ance 286.4 0.0 -0.4 
ance Pumping 3.1 0.0 -0.1 

Direct Pumping 39.2 0.0 0.0 
Other 8.3 2.9 2.0 
Project Use Power 17.5 0.3 -LO 
San Luis Drain 0 0.0 0.0 
Subtotal Used in Settin2: Rates 430.2 -t.0 -1.9 
Repayment Contracts for 6.4 0.0 0.0 
Distribution Systems 

TOTAL 436.5 -1.0 -1.9 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals mav not be comnletelv accurate due to roundino 

TABLE ES-3 

CHANGES IN IRRIGATION WATER RATE COMPONENTS 
($ MILLON) 

Change As Compared to 
Rate Component Existing Existina Allocation 

Allocation Proportional Contractors' 
Alternative Prooosal 

Stora2e 341.5 42.3 -14.2 
Convevance 471.3 -25.7 -12.3 
Conveyance Pumping 45.6 0.0 -1.7 
Direct Pumping 107.0 0.0 0.0 
Other 40.4 8.6 4.4 
Proiect Use Power 109.5 2.4 -8.9 
San Luis Drain 46.5 0.0 0.0 
Subtotal Used in Settin2 Rates 1,161.8 27.6 -32.8 
Repayment Contracts for 314.4 0.0 0.0 
Distribution Systems 

TOTAL 1,476.2 · 27.6 -32.8 
Notes: 

Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals mav not be comoletclv accurate due to rounding:. 
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Chapter I 

INTRODUCTION 

Cost allocation is a process to distribute the 
costs of multi-purpose project facilities among the 
various purposes served in order to identify 
responsibilities for repayment of reimbursable costs. 
Reimbursable costs are costs that require some level 
of repayment from project beneficiaries. These can 
be contrasted with non-reimbursable costs, which 
are costs borne by the Federal government (i.e., 
Federal taxpayers). Generally, cost allocation is first 
performed during project planning before 
construction begins to give contractors an estimate 
of their repayment responsibility and to determine 
whether the project is financially feasible. In the 
case of the CVP, an initial allocation was completed 
while the project was in the early stages of 
construction. Since that time, several updated and 
revised cost allocations have been developed as 
more and more actual construction costs have been 
incurred. In addition, numerous laws have been 
enacted, agreements made, and policies established 
to guide the allocation of costs among CVP 
purposes and to assign repayment responsibilities for 
reimbursable costs to water and power users and 
other non-Federal entities. 

The last detailed CVP cost allocation study was 
completed in 1975, and the percentages developed in 
that study for allocating costs among purposes 
served are still in use today. Since then, relatively 
minor updates and adjustments have been made 
annually to the cost allocation to determine 
repayment responsibilities of water and power users 
as new project facilities have been added and water 
and power uses changed. 

This report describes the existing allocation of 
CVP costs and its historical basis, considers 
alternative methods to allocate costs, and selects a 
recommended alternative. This study was 
undertaken to comply with the requirements of 
Public Law 99-546, dated October 27, 1986, and to 
respond to recommendations presented in the GAO 
report titled-Central Valley Project Cost Allocation 
Overdue and New Method Needed, dated March 
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1992. 

The remainder of this chapter provides 
background for this CVP cost allocation study; 
Chapter II summarizes past CVP cost allocation 
studies; Chapter Ill describes the existing CVP cost 
allocation; Chapter IV discusses cost allocation 
methods and presents two alternatives to the existing 
allocation; Chapter V contains numerical results of 
cost allocations using the existing and two 
alternative allocation methods; Chapter VI presents 
evaluation criteria and results of comparative 
evaluations of the three allocation methods; and 
Chapter Vil contains conclusions and 
recommendations. 

BACKGROUND 
The CVP is the largest surface water storage 

and delivery system in California and is also the 
largest irrigation water supply project constructed 
and operated by Reclamation. Facilities and service 
areas of the CVP cover a large geographic area and 
include 35 of the State's 58 counties. The CVP 
includes 20 reservoirs, with a combined storage 
capacity of approximately 11 million acre feet; 8 
powerplants and 2 pumping-generating plants, with 
a combined capacity of approximately 2 million 
kilowatts; 2 pumping plants; and approximately 500 
miles of major canals and aqueducts. The CVP 
supplies water to more than 250 long-term water 
contractors in the Central Valley, the San Francisco 
Bay Area, and the Santa Clara Valley. 

The CVP is authorized as a financially and 
operationally integrated water supply project, 
providing water storage both north and south of the 
Sacramento-San Joaquin River/San Francisco Bay 
Delta (Delta). As shown on Figure 1-1, major CVP 
dams and reservoirs are located on the Trinity, 
Sacramento, American, Stanislaus, and San Joaquin 
rivers. CVP water supplies north of the Delta are 
controlled by Shasta and Folsom dams on the 
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Sacramento and American rivers, respectively. 
Water from the Trinity River is stored, re-regulated, 
and diverted through a system of dams, reservoirs, 
tunnels, and powerplants to the Sacramento River to 
supplement the supply developed by Shasta 
Reservoir. 

Hydroelectric power generation at numerous 
CVP facilities provides adequate power for project 
requirements (project use power) and additional 
power is available for commercial sale. Commercial 
power generated by CVP facilities is marketed and 
sold by the Western Area Power Administration 
(Western), an agency of the Department of Energy. 

Total long-term contracts for CVP water 
exceed 9 million acre-feet per year. Historically, 
approximately 90 percent of the water delivered by 
the CVP has been for agricultural uses. At present, 
increasing quantities of water is being provided to 
municipal customers, including the cities of 
Redding, Sacramento, Folsom, Tracy, and Fresno, 
most of Santa Clara County, and the northeastern 
portion of Contra Costa County. 

The CVP was authorized through a series of 
legislative acts, beginning with the Rivers and 
Harbors Act of 1935, which authorized construction 
of initial features on the Sacramento and San 
Joaquin rivers and in the Delta by the COE. The 
River and Harbors Act of August 26, 1937, 
reauthorized the CVP for constrnction under 
provisions of Federal reclamation laws by the 
Secretary of the Interior (Secretary). Successive 
Congressional acts authorized additional facilities, 
and, in most cases, groups of facilities were 
authorized as Divisions or Units (components of a 
division) based on geographical proximity and 
purposes served. 

The first allocation of costs and assessment of 
financial feasibility for the CVP was completed in 
1946. In 1954, the COE, the Federal Power 
Commission, and the Department of the Interior 
agreed to use the separable SCRB method as the 
preferred approach for the allocation of project 
costs. (The SCRB allocation method is explained in 
Chapter IV.) In 1956, Reclamation completed its 
first reallocation of CVP costs based on the SCRB 
method. This allocation was revised in 1960 and 
again in 1970, when updated SCRB analyses were 
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completed. In 1975, a "short-form" reallocation of 
CVP costs was prepared using updated benefits and 
indexed costs for some project purposes to revise 
the 1970 allocation. No major reallocation of CVP 
costs has been completed since 1975. 

To date, the allocation studies of the CVP have 
provided "interim" results because construction of 
the CVP is not yet considered complete. Capital 
costs continue to be incurred for new facilities and 
for replacements and additions to existing facilities. 

Consequently, a final cost allocation cannot be 
completed at this time. 

Each year, Reclamation prepares an update to 
the interim cost allocation of the CVP for plant-in
service, operations and maintenance (O&M), 
construction work-in-progress, and the authorized 
project. The updates utilize factors developed in the 
1975 reallocation study. The annual plant-in-service 
update provides input to Reclamation's water 
ratesetting process, Westem's commercial power 
ratesetting process, Reclamation's and Westem's 
financial statements, Reclamation's Statement of 
Project Constrnction Cost and Repayment, and 
Western's Power Repayment Study. In addition, 
Reclamation prepares an allocation of CVP O&M 
costs annually that also provides input to 
Reclamation's water ratesetting process. 

CVP Cost Allocation Study 
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NEED FOR COST ALLOCATIONS 

Early Federal efforts in the field of water 
resources development consisted of simple, 
single-purpose projects, but soon after that the trend 
was toward increasingly complex, multi-purpose 
developments. If a project serves only one purpose, 
its costs can simply be assigned to that purpose, 
whether or not the purpose is reimbursable. If all of 
the purposes in a multi-purpose pr~ject are non
reimbursable, no cost allocation is required, at least 
for repayment purposes, since no reimbursement is 
necessary. In a multi-purpose project, such as the 
CVP, with one or more purposes that must 
reimburse costs, a cost allocation is necessary to 
determine the level of reimbursement responsibilities. 

Like many major water resources projects 
designed and operated to serve multiple purposes, 
the CVP is comprised of both single-purpose and 
multi-purpose components. Costs for single
purpose facilities, such as canals to provide M&I 
water and irrigation water, are, of course, allocated 
to the purposes they serve for repayment in 
accordance with legislation, agreements, and 
policies. Costs of multi-purpose facilities, such as 
dams and reservoirs that may be designed and 
operated to provide water supply, flood control, and 
other benefits, must be allocated to the multiple 
purposes served. Costs incurred for some purposes 
are completely or partially reimbursable while costs 
incurred for other purposes are completely non
reimbursable. Thus, the central challenge of the 
allocation process is the equitable allocation of joint 
costs the costs of facilities serving more than one 
project purpose. 

Since repayment requirements are established 
by law and agency policies, some of which are 
project-specific, the cost aliocation process is often 
project-specific and can require substantial detail. 
Any allocation process relies to some extent on 
judgment, and the goal is the development of an 
apportionment of joint costs that complies with 
Federal laws and regulations, agency cost allocation 
and contracting policies, and is perceived as 
acceptable to all parties. In the CVP, the cost 
allocation process is used to distribute project costs 
among its seven authorized purposes and to identify 
repayment responsibilities for reimbursable costs. 
The cost allocation identifies costs to be repaid to 
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the Federal government by water and power users 
as well as the repayment obligations of non-Federal 
public entities, such as the State of California (State) 
and counties. The allocation also identifies non
reimbursable costs, borne by Federal taxpayers. 

NEED FOR A REVISED COST 

Authorized Purposes of the CVP 

• Water Supply 
• Hydroelectric Power Generation 
• Flood Control 
• Fish and Wildlife Protection, Restoration and 

Enhancement 
• Recreation 
• Navigation 
• Water Quality 

Repayment Entities 

• Irrigation Water Users 
• Municipal and Industrial Water Users 
• Commercial Power Customers 
• State of California and Counties 

ALLOCATION OF THE CVP 

Since the last cost reallocation study completed 
in I 975, two events have occurred that direct 
Reclamation to conduct a new CVP cost allocation 
study. Title I of P.L. 99-546 directed the Secretary 
to operate the CVP in conformity with State water 
quality standards for the Delta. That law also 
required that the costs associated with providing 
CVP water supplies for the purpose of salinity 
control and for complying with State water quality 
standards of the Coordinated Operations Agreement 
be allocated among the project purposes and 
reimbursed in accordance with existing Reclamation 
law and policy. The Secretary was authorized and 
directed to undertake a cost allocation study of the 
CVP and implement it no later than January I, 1988. 
Reclamation completed a draft cost allocation study 

in l 988, but it was never implemented. 

In 1992, the GAO submitted a report titled 
Central Valley Project Cost Allocation Overdue and 
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New Method Needed, dated March 1992, on the 
CVP cost allocation to the Chairman of the 
Congressional Subcommittee on Water, Power and 
Offshore Energy Resources. According to the 
report, the analysis in the 1988 draft allocation study 
included inappropriate costs, was based on 
questionable estimates of project benefits and 
alternative costs, and required information that was 
not always available or was costly and time
consuming to obtain. The GAO recommended that 
the process used to complete the allocation study be 
streamlined by using less costly and more timely 
methodologies and suggested two approaches to 
allocate joint costs that differ from the SCRB 
procedure. In a response to the GAO 
recommendation that was published as part of the 
GAO report, Reclamation indicated that it was 
working expeditiously to complete the new interim 
cost allocation study and would examine one 
approach suggested by the GAO. It would allocate 
joint costs in direct proportion to specific costs and 
compare the results to joint costs allocated using the 
benefits-based method. This would allow 
Reclamation to assess the results of both methods 
aad detennine which methodology is more 
appropriate for use in allocating costs for the CVP. 

SCOPE OF STUDY 

The objectives of this cost allocation study were 
established based on issues raised by the GAO in its 
1992 report and other concerns raised by 
Reclamation staff in recent years. Study objectives 
include: 

• Consider the use of a simplified method to 
allocate joint costs 

• Develop a streamlined process for completing 
annual updates to the CVP cost allocation 

• Identify and correct discrepancies in the 
allocation or repayment computations to assure 
compliance with legislation, agreements, and 
policies 

• Consider the need for a new, comprehensive 
cost reallocation study 

In planning this cost allocation study, 
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Reclamation decided not to develop an entirely new 
allocation with new allocation factors based on 
updated estimates of project benefits or alternative 
costs. Updating water and power operations 
studies, re-estimating project benefits, re-designing 
project features and re-estimating their costs in 
today's dollars would require a significant 
investment in time and effort and would not be 
consistent with the GAO recommendation for a 
more streamlined allocation process. Before making 
such an investment, it would be prudent to consider 
the need for it and to consider whether it would 
likely result in a more acceptable allocation of costs. 
Accordingly, this study was limited to the level of 
effort needed to identify and correct discrepancies 
in the computations, revise computational tools, and 
to consider alternative allocation methods that would 
not require a new application of the SCRB method to 
complete. 

As noted above, although Reclamation annually 
updates four different types of CVP cost allocations, 
only the plant-in-service allocation and O&M cost 
allocation are used in the water ratesetting process. 
Furthennore, the O&M allocation itself is generally 

based on the plant-in-service allocation. From a 
functional standpoint then, the plant-in-service 
allocation is the most crucial of the four and is the 
only one addressed in this study, 

PUBLIC OUTREACH 

Public outreach in support of this study began 
shortly after the study was initiated in January 1999 
and continued through review of the Draft Report. 
A total of eight public meetings during a two-year 

period provided opportunities for input on all aspects 
of the study, including alternatives development, 
evaluation, and comparison. 

The Draft Report was released for public 
review and comment in January 2001. A public 
meeting during the public review period discussed 
infonnation and recommendations presented in the 
Draft Report. Responses to comments received on 
the Draft Report are presented in Appendix D to this 
Final Report. 
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TABLE 1-1 

SUMMARY OF PUBLIC MEETINGS AND WORKSHOPS 

DATE 

February 4, 1999 • 
• 
• 
• 

March 10, l 999 • 
• 

April 23, l 999 • 
• 

May 20, 1999 • 

July 15, 1999 • 
• 
• 

February 8, 2000 • 

• 

June 15, 2000 • 
• 

January, 2001 • 

February 9, 2001 • 
• 

March 26, 200 I • 

PURPOSE 

Provided overview of the cost allocation study 

Described methodology used in existing cost allocation 

Described corrections applied to 1995 cost allocation 

Discussed potential strategies for development of alternatives 

Provided examples of existing allocation computations 

Described allocation methods suggested by the GAO 

Reviewed GAO recommendations 

Presented initial results from analysis of GAO-suggested method 

Presented further results from analysis of GAO•suggested method 

Presented revised results from analysis of GAO-suggested method 

Solicited input on other possible allocation alternatives to be considered 

Water and power contractors requested opportunity to present alternative for 
consideration 

Presented summary and results of three allocation alternatives (Existing Allocation, 
Proportional Alternative, Contractors' Proposal) 

Solicited input on criteria to evaluate and compare alternatives 

Summarized allocation alternatives under consideration 

Presented evaluation criteria to be applied to alternatives 

Released Draft Report for public review (no meeting held) 

Meeting during public review period for Draft Report 

Discussed content and recommendations presented in Draft Report 

Public Review Period closed 

l-6 CVP Cost Allocation Study 
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Chapter II 

SUMMARY OF CVP COST ALLOCATION 
STUDIES 

The allocation of CVP costs is used to establish 
repayment requirements for various project 
functions. Annual updates adjust the allocation as 
changes in the uses of project-supplied water and 
power occur and as new investments in facilities are 
completed. These updates are required each year to 
provide input to the CVP water ratesetting process 
performed by Reclamation and the power ratesetting 
process performed by Western. An allocation for 
the fully "authorized CVP," which includes facilities 
that have been authorized by Congress and may be 
constructed in the future, also accompanies annual 
appropriations requests that are submitted to 
Congress with the Reclamation's budget. Cost 
allocations are also used to establish bases for 
financial feasibility studies when proposals are made 
for new additions to the project. 

ANNUAL COST ALLOCATION 
UPDATES· 

As noted in Chapter I, Reclamation updates 
several types of cost allocations each year to 
support a variety of administrative requirements. 

The plant-in-service cost allocation is updated to 
reflect changes in the total capital investment for in
service facilities during the most recent fiscal year 
and changes resulting from legislation or policy 
determinations. A similar update is made for the 
O&M cost allocation to reflect changes in the annual 
costs to operate and maintain the CVP. Calculations 
of repayment responsibilities for allocated plant-in
service and O&M costs are based on periodic 
updates of historic and projected water deliveries 
and power generation and use for each water use 
function. Shifts in repayment responsibilities can 
change gradually in response to long-term trends in 
water supply uses. For example, if the total of 
historic and projected M&I water use increases as 
irrigation use decreases, the repayment 
responsibilities for reimbursable water supply costs 
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would tend to shift from irrigation customers to 
M&I customers. Upon completion of the repayment 
analysis, changes in the repayment responsibilities of 
M&I water, irrigation water, and commercial power 
customers are used in the water and power 
ratesetting processes perfonned by Reclamation and 
Western. 

The construction work-in-progress cost 
allocation provides infonnation on the allocation of 
costs associated with facilities under construction. 
Repayment of these costs does not occur until the 

facilities have been put into service and the costs are 
recorded on the plant-in-service allocation. The cost 
allocation of the authorized CVP reflects the 
allocation of all costs for the entire project as 
authorized. Costs for facilities on which 
construction has not been started or completed are 
shown as estimates that are subject to revision. 

As noted in Chapter I, this study addresses only 
the plant-in-service allocation for the CVP. The 
recommended allocation method, however, will also 
be used to complete the construction work-in
progress cost allocation. The allocation of the 
authorized CVP uses percent.ages derived from the 
plant-in-service allocation so that it too will be based 
on the recommended allocation method. The O&M 
allocation deals with the annual costs of operating 
the project and includes categories of costs that are 
not directly associated with project facilities, such as 
the hazardous materials management program. 
Annual costs directly associated with project 
facilities are allocated in the same proportion as the 
plant-in-service costs so that the allocation of these 
costs will also be based on the recommended 
allocation method. 
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PREVIOUS CVP COST 
ALLOCATION STUDIES 

Significant allocation studies prepared for the 
CVP since its inception are summarized in the 
following sections. 

Initial Central Valley Project Studies 

During the early to mid- l 940s, Reclamation 
employed many specialists from other Federal, 
State, and local agencies, the private sector, and 
academia to address 24 specific problems relating to 
the CVP. Problem 8 addressed the allocation of 
project costs to power and irrigation while Problem 
9 addressed allocations to navigation, tlood control, 
salinity repulsion. and national security. 

Problems 8 and 9 were assigned to a group of 
investigators drawn from a broad cross-section of 
Federal and State agencies, the University of 
California, local planning agencies, and agricultural 
water users. The committee first applied four 
different allocation methods - the benefit method, 
proportionate use method, the vendibility theory, and 
the alternative justifiable expenditure (A.IB) method 
- and combined the result to produce an allocation 
of CVP costs that it submitted to Dr. Harlan H. 
Barrows, Director of Central Valley Project Studies, 
by letter of June 10, 1946. (The AJE allocation 
method is discussed in Chapter IV.) Not all 
members of the group concurred with the 
recommendation and some issued minority 
statements. The cost allocation results presented in 
that report received no official sanction and were 
never used in project repayment analyses, but they 
undoubtedly set the stage for subsequent studies. 

1946 Cost Allocation Study 

Reclamation prepared its own report in 1946 on 
the allocation of costs and financial feasibility of the 
CVP. The study was prepared pursuant to section 
7(b) of the Reclamation Project Act of 1939, which 
authorized the Secretary of the Interior to make 
allocations of costs in accordance with provisions of 
section 9 thereof. 

In the l 946 cost allocation study, Reclamation 
utilized two methods - AJE and use of facilities -
and averaged the results. According to Document 
No. I 46, 8(Jh Congress, I' Session, in which the 
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allocation was published, the AJE and use of 
facilities were the two methods for which a 
reasonable claim to validity existed for application to 
the CVP. That the two methods produced results 
with few differences was accepted as proof of the 
approximate validity of each. Since it was thought 
that there was no sure way to choose between 
them, the final result was taken as an average of the 
two. 

1956 Reallocation Study 

At the national level, the issue of the appropriate 
allocation method for use in Federal water resources 
projects was the subject of several investigations in 
the early 1950s. The Federal Inter-Agency River 
Basin Committee represented the COE, the 
Departments of the Interior, Agriculture, and 
Commerce, and the Federal Power Commission. In 
May 1950 its Subcommittee on Benefits and Costs 
submitted a report entitled Proposed Practices for 
Economic Analysis of River Basin Projects, 
commonly known as the Green Book, in which it 
recommended the SCRB method for general use in 
allocating costs on Federal multi-purpose river basin 
projects. This recommendation, however, was not 
immediately adopted by the participating agencies. 

The Subcommittee on Civil Works of the House 
Committee on Public Works investigated cost 
allocations for Federal water projects and in 
December 1952 issued its report entitled the 
Allocation of Costs qf Federal Water Resource 
Development Projects which was published as 
House Committee Print No. 13, 82"d Congress, 2'd 
Session. The report did not recommend use of a 
specific method by all agencies but did state that the 
Subcommittee was "favorably impressed" by the 
SCRB method. The subcommittee did recommend 
that the Bureau of the Budget be designated as the 
agency to approve cost allocations made for Federal 
water projects, but the recommendation was not 
adopted. 

On April 6, 1954, the COE. the Federal Power 
Commission, and the Department of the Interior 
announced that they would all consistently employ 
the same approach for cost allocations. The SCRB 

· was considered preferable, but the AJE and use of 
facilities methods would also be pennitted under 
special circumstances. The Commissioner 
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Chapter II - Summary of CVP Cost Allocation Studies 

subsequently issued implementing instructions 
stating that SCRB was the preferred method and that 
other methods would be permitted only m 
exceptional cases. This policy was restated in 
Reclamation Instructions and remains in effect today 
through the Reclamation Manual. The Mid-Pacific 
Region of Reclamation completed its first 
reallocation of CVP costs by this method in 1956, 
but some questions regarding its application 
remained. 

Although the same allocation method had been 
adopted by Federal water resources agencies, 
differences emerged in its application. For example, 
the COE allocated costs to· a water conservation 
purpose (i.e., water supply) as part of the SCRB 
study, then sub-allocated that amount between the 
end functions of irrigation and M&I service. 
Reclamation at that time allocated directly to the 
purposes without the sub-allocation process. Also, 
a question lingered as to whether power should first 
be allocated as a total amount and then sub-allocated 
between project use power (i.e., that used for 
pumping M&I, irrigation, and wildlife refuge water) 
and commercial power - as was the practice in 
some Reclamation regions - or be allocated directly 
to the end functions. Little guidance was available 
within Reclamation and no coordination of such 
matters existed among Federal departments. 

1960 Reallocation Study 

Between 1956 and 1959, CVP cost allocation 
changes were limited to annual adjustments to 
project cost estimates. Although project costs did 
not change significantly, several updates to input 
data were available, making a new reallocation study 
necessary. Most notably, a recently completed 
hydrologic study by Reclamation provided updated 
estimates of water supply and power 
accomplishments of the project. In addition, the 
COE had provided updated estimates of flood 
damage reduction and navigation benefits of the 
CVP. These revised estimates resulted in changes in 
project benefits that could not be reflected without 
a reallocation of the costs of the entire project. 

San Luis Unit costs were not included in the 
1960 reallocation because the study was nearly 
completed at the time San Luis was authorized. It 
was decided that costs for the San Luis Unit should 
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be allocated separately and treated as an addition. 

1970 Reallocation Study 

During the 1960s, many changes occurred 
which showed that some of the accomplishments of 
the project were not in accord with the l 960 
estimates. Various adjustments were made in the 
interim to account for the changes, but by 1968 the 
effect of the adjustments had reached a level of 
significance that the need to re~evaluate the cost 
allocation in its entirety was evident. In response a 
proposal from the Regional Director, the 
Commissioner instructed the Mid-Pacific Region to 
proceed with a cost reallocation within the 
framework of existing authorizations. 

The 1970 reallocation study was completed in 
six steps applying to different parts of the project 
and shown in Table II-1, each of which was 
completed separately and summed to derive the 
allocation for the total project. This approach was 
adopted in recognition of the effects that various 
authorizations had on the construction and operation 
of the overall project. The l 970 allocation 
addressed the authorized CVP and so included costs 
estimates for facilities that had been authorized by 
Congress but not yet constructed. Costs for many 
of the facilities were allocated using the SCRB 
method. However, with the exception of the Los 
Banos Creek Detention Dam, which was allocated 
using the SCRB method, the San Luis Unit was 
allocated using the proportionate use method for the 
delivery of water for irrigation and M&I uses. 
Costs for COE facilities that had been transferred to 
and/or financially integrated into the CVP were 
allocated by the COE. The six steps used in the 
1970 reallocation study are summarized in Table Il
l. 

Within the framework of the 1970 reallocation 
study, several issues emerged that were resolved at 
a meeting in Washington, DC, during the week of 
October 21, 1968. The specific issues considered 
in the 1970 reallocation study and their resolutions 
are summarized in Table 11-2. 
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ASSUMPTIONS AND CRITERIA EMPLOYED IN THE 
1960 COST REALLOCATION STUDY 

NEW DATA USED IN THE STUDY 

• A recently completed hydrologic operation study provided the basis for the estimated water and power 
accomplishments. 

• Flood control and navigation benefits were based on revised estimates provided by the COE that reflected 
recent information on flood frequencies and magnitudes, and river traffic and freight rates. 

ANALYTICAL ASSUMPTIONS 

• The SCRB method was used. 

• Project costs were allocated in total rather than feature by feature. 

• Construction and O&M costs were combined and allocated concurrently. 

• The period of analysis was extended to t 00 years from the SO-year period commonly used in previous 
studies. 

• Direct benefits were used for all project purposes except irrigation, which was credited with both direct 
and indirect benefits. 

• Specific costs incurred for either minimum basic recreational facilities or mitigation of fish and wildlife 
damages were assigned directly to the functions involved. 

• AU costs were indexed to July 1959 price levels and the cost allocation was performed on the indexed 
amount. Costs assigned to project purposes were then adjusted downward proportionate to the relation 
ship between the actual project cost and the indexed July 1959 level. This approach was necessary 
because actual project costs had been incurred over a long period of time at many price bases while all 
single-purpose and remaining project alternative costs were at the July 1959 level. Indexing of actual costs 
to the same base as the alternatives was necessary to maintain comparability. The downward adjustment 
after completion of the allocation returned the indexed costs to their actual amounts. 

• All future project benefits and costs were converted to present-worth values over a 100-year period, with 
an annual interest rate of 2-1 /2 percent. 

• The single-purpose commercial power alternative assumed privately financed steam-electric construction. 

• Commercial power and M&I water benefits were measured as equivalent to their alternative costs. 
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Chapter fl - Summary of CVP Cost Allocation Studies 

Base I 

Base II 

Base III 

Base IV 

BaseV 
BaseVT 

TABLE 11-1 

SUMMARY OF 1970 REALLOCATION STUDY 

CVP features SCRB 
through the Trinity 
River Division 

San Luis Unit Proportional Use 

SCRB 

Auburn-Folsom SCRB 
South Unit 

COE Projects Unknown 

San Feli e Division SCRB 
Black Butte Dam Unknown 
and Reservoir 

DISCUSSION 

Recorded costs were indexed to the then-current levels to be 
comparable with estimates for various alternatives, which 
were used in the SCRB method. Upon completion of the 
initial allocation, indexed costs were converted back to their 
actual levels. 
With the exception of the Los Banos Detention Dam, the 
costs of the San Luis Unit were allocated by the 
proportionate use method, based on prior direction from the 
Commissioner. The proportionate use method had been 
used in the studies that supported authorization of the San 
Luis Unit. 

Los Banos Detention Dam was allocated separately using 
the SCRB method because a flood control purpose is 
included with this facility and no common use denominator 
was available for the proportionate use method. 

Allocation of costs for the Auburn-Folsom South Unit was 
completed in three parts. Auburn Dam and Folsom South 
Canal were allocated together using the SCRB method. This 
combination was considered to be essential because much 
of the water supply for Folsom South Canal would be 
supplied from Auburn Reservoir. 

TheForesthill Divide and Folsom-Malby sub-units were 
allocated separately because of their independence from the 
remainder of the Auburn-Folsom South Unit. The SCRB 
method was used in allocating the cost of each of these sub-
units. 

The results from the three parts were combined. 

Used allocated costs provided by COE. 

All facilities allocated usin SCRB method. 
Used allocated costs provided by COE. 
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TABLE 11-2 

SIGNIFICANT ISSUES ADDRESSED IN THE 1970 REALLOCATION STUDY 

ISSUE 
Water supply allocation with sub-
allocation to irrigation, M&l, and 
waterfowl conservation functions 

Pow.er total allocation with sub-
allocation to commercial power 
and the project use functions of 
irrigation, M&f, and waterfowl 
conservation 

Allocations to recreation and fish 
and wildlife purposes 

Flood Control and Navigation 

Use of COE allocation studies for 
project units authorized for 
construction by the COE 

Interest Rate 

Allocation of joint costs for the 
San Luis Unit to the recreation 
purpose 

Use of Federally financed 
single-purpose alternatives in the 
cost allocation 

RESOLUTION 
In previous CVP cost allocations, water supply costs had been directly allocated to end-use 
functions. The 1970 reallocation adopted an allocation to water supply with sub-
allocations to water use functions based on proportionate water deliveries to each function. 
This approach was adopted so that adjustments for future changes in project 
accomplishments could be more readily accommodated. 

Similar to the decision on water supply sub-allocation, it was determined that a total power 
allocation with costs sub-allocated to commercial and project use functions was preferable. 
It was decided that total power costs should be sub-allocated in proportion to costs of 
separate alternative projects for both commercial and project use that would provide power 
equivalent to that of the multipurpose project. The project use share was further sub~ 
allocated among irrigation, M&I, and waterfowl in proportion to the amounts of energy 
used by each. 

After consideration of the difficulties in directly allocating costs to these two purposes, it 
was decided to combine recreation and fish and wildlife into a single purpose. After 
allocation to the combined purpose, sub-allocations were made to the separate purposes 
proportionate to benefits accruing to each. 

The COE re-evaluated flood control and navigation accomplishments of the CVP and 
provided revised benefits by letter of April 25. 1969. 

The New Melones, Hidden, Buchanan, and Marysville projects were authorized for 
construction by the COE, but with differing provisions for their integration with the CVP 
upon completion. It was decided that the cost estimates and allocations made by the COE 
should be incorporated in the CVP cost allocation. 

The then-current interest rate of 3-1 /4 percent was used in the allocation. It was recognized 
that many of the features of the CVP were built when other interest rates prevailed, but 
attempts to use a series of rates would unduly complicate the study and probably add little 
to its accuracy. 

The 1955 feasibility report for the San Luis Unit included minimal recreational development 
estimated at about $90,000. This amount was indexed upward to $100,000 during 1960 
congressional hearings for authorization. The San Luis authorization provided for joint 
development with the State. A joint project was developed, and recreation facilities were 
greatly expanded. Reclamation participated to the extent of approximately $3 million in 
sharing specific costs of these facilities. 

A question emerged regarding the propriety of allocating a share of the joint costs for the 
San Luis Unit to recreation. It was agreed that the authorization did not provide for 
allocation of joint costs on a non-reimbursable basis. The Mid-Pacific Region was directed 
to allocate only specific costs to recreation in the San Luis Unit. 

It was reaffirmed that the single-purpose alternative for all purposes should be based on the 
same period of analysis and financed in the same manner as the multi-purpose project. 

CVP Cost Allocation Swdy 
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Chapter II - Summary of CVP Cost Allocation Studies 

1975 Reallocation Study 

A "short form" reallocation of CVP costs was 
prepared in 1975. It too was an allocation of the 
authorized CVP. The shortcut approach utilized 
some infonnation prepared for the 1970 study, 
adjusted and updated other information, and 
developed completely new information for still other 
purposes. The 1975 study did utilize revised 
benefits, including those for power, navigation, and 
fish and wildlife, which were provided by other 
Federal agencies. All other benefits were re
evaluated by the Mid-Pacific Regional Office. The 
1975 study did not include re-evaluation of 
hydrologic operations or resizing and re-costing of 
alternatives. 

Water supply benefits were not re-evaluated 
since it was assumed they would exceed the cost of 
a single-purpose alternative. Power benefits were 
re-evaluated based on energy and capacity dollar 
values for nuclear powerplants as provided by the 
Federal Power Commission. Fish and wildlife 
benefits were re-evaluated by the Fish and Wildlife 
Service (Service), and the COE provided a new 
evaluation of navigation benefits but recommended 
using the flood control benefit values it supplied for 
the 1970 reallocation study. The present worth of 
the stream of annual flood control benefits did 
increase somewhat because of a decline in the 
interest rate used by Reclamation to perform the 
present worth computations. Recreation benefits 
were not re-evaluated. and at that time water quality 
was not considered a project purpose to which 
costs were allocated. 

Prior to commencing the l 975 study, 
representatives from the regional and Washington 
offices met to discuss and agree on the criteria to be 
used. The meeting was held in Washington on 
February 13-14, 1975, and culminated in re
confirmation of most of the decisions reached at a 
similar meeting preceding the 1970 reallocation 
study and described in Table ll-2 pertaining to 
special problems and techniques to be used in 
application of the SCRB method. No major 
departures from the previous approaches were 
recommended. 

These early decisions were important since they 
set the stage for several decades of Reclamation 
practice, including decisions to allocate to water 
supply first, then sub-allocate to M&I, irrigation, 
and fish and wildlife water supply and a precedent 
that different cost allocation methods could be 
applied to different groups of facilities in such a 
large project, with different facilities built at different 
periods of time. 

CONGRESSIONAL ACTIONS THAT 
AFFECT ALLOCATIONS AND 
REPAYMENT 

. Historical relationships between project 
authorizations and expenditures have linked cost 
allocations and repayment with Congressional 
actions since passage of the Reclamation Act of 
1902. When the primary features of the CVP were 
authorized and constructed in the l 940s through the 
1960s, the focus of Congressional actions was on 
authorization of project features. During the past 
two decades, however, the focus of Congress has 
shifted toward corrective actions to address 
environmental problems associated with the CVP. 

For several of the corrective actions, Congress 
specified repayment obligations. With the exception 
of the Fish and Wildlife Coordination Act, all of the 
following Congressional actions that affect CVP 
cost allocations and repayment have occurred since 
1975. 

Fish and Wildlife Coordination Act 
Requirements 

The Fish and Wildlife Coordination Act 
(Coordination Act), enacted in 1934 and amended in 
1946, 1958, and 1965, directs Federal agencies to 
coordinate their activities with the Service in the 
development of projects that may affect biological 
resources. The act recognizes that the construction 
and operation of water resources projects affect 
environmental resources, with the potential to create 
hann or to enhance existing conditions. The act 
contains provisions for the repayment of costs 
associated with environmental mitigation and 
enhancement. While costs for environmental 
enhancement are considered non-reimbursable 
Federal expenditures, repayment obligations for 
mitigation costs have changed over time. 
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In the 1934 act, mitigation costs were 
considered reimbursable and were included in the 
project repayment obligations for water and power 
users. The 1946 amendment to the act, passed 
shortly before major construction of the CVP was 
undertaken, stated that mitigation costs were 
henceforth considered non-reimbursable Federal 
expenditures. However, the 1965 amendment, 
enacted prior to construction of the San Luis Unit 
and San Felipe Division of the CVP, repealed the 
non-reimbursability provision for fish and wildlife 
mitigation costs. In the allocation of CVP costs, the 
construction date of features that require fish and 
wildlife mitigation is used to determine whether such 
costs are reimbursable or non-reimbursable in 
accordance with the various amendments to the act. 

Congressional Approval of Cost Allocations 

The Department of Energy Organization Act, 
dated August 4, 1977, authorized establishment of 
the Department of Energy (DOE) and transferred all 
power marketing functions from Reclamation to that 
agency. Section 302(a}(3) of that Act provided that 
no "changes in any cost allocation or project 
evaluation standards shall be deemed to authorize the 
reallocation of joint costs of multipurpose facilities 
theretofore allocated unless and to the extent. that 
such change is hereafter approved by Congress." 

By letter of March 13, 1978, the Regional 
Solicitor advised the Regional Director that allocation 
revisions made pursuant to the Mid-Pacific Region 
Supplement to Reclamation Instructions dated 
March 10, 1975, would not be effective unless they 
were approved by Congress. The Solicitor also 
advised by a second letter dated April 13, 1978, that 
the allocation adjustments prepared annually for 
budget appropriation hearings were not affected by 
the provisions of the act. Since a detailed 
reallocation of CVP costs completed after 1977 
could significantly affect the allocation of joint 
costs, it is likely that Congressional approval of 
some form would be necessary. 

Trinity River Mitigation and Restoration 
Activities 

The Trinity River Division was authorized by 
Public Law 84-386, dated August 12, 1955. Section 
2 of that act authorized and directed the Secretary to 

11-8 

adopt appropriate measures to insure the 
preservation and propagation of fish and wildlife. 
Costs incurred for fish and wildlife purposes 
pursuant to this act were considered non~ 
reimbursable Federal expenditures in accordance 
with the Coordination Act of I 946. 

Following completion of original project 
elements in the Trinity River Division, additional 
features were authorized as part of the Trinity River 
Restoration Program. Work was performed under 
the authority of Public Law 96-335, dated 
September 4, 1980, and Public Law 98-541, dated 
October 24, 1984, for the purposes of stream 
rectification and fish and wildlife restoration in the 
Trinity River Basin. 

Stream rectification costs incurred in 
accordance with the 1980 act were subject to a 50-
50 cost sharing requirement between the State and 
Federal governments, with Federal construction 
costs limited to $3.5 million subject to indexing as 
appropriate. Fish and wildlife restoration costs 
incurred in accordance with the l 984 act were 
allocated 50 percent as reimbursable expenditures, 
35 percent as non-reimbursable Federal 
expenditures, and 15 percent to the State and 
Humboldt and Trinity Counties. 

Therefore, for the Trinity River Division. the 
authorization governing expenditures on fish and 
wildlife m1t1gation costs detennines the 
reimbursement and cost-share requirements among 
water and power users, and Federal, State, and local 
governments. 

Coordinated Operations Agreement and 
Suisun Marsh Preservation Agreement 

In 1986, Reclamation and the State entered into 
a Coordinated Operations Agreement (COA) that 
described how the CVP and the California State 
Water Project (SWP) are to be operated in a 
coordinated manner to jointly meet Delta salinity 
control and water quality standards as defined by 
SWRCB. The COA included many provisions 
concerning the joint operations of CVP and SWP, 
including methods to ensure that water demands in 
specific areas north of the Delta and in the Delta are 
met prior to exporting water to areas south of the 
Delta. In addition, COA provisions defined how 
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Chapter lI - Summary of CVP Cost Allocation Studies 

much water the CVP and the SWP can export when 
the Delta conditions allow exports. 

Title I of P.L. 99-546 directed the Secretary to 
operate the CVP in confonnity with State water 
quality standards for the Delta. The act specified 
that costs associated with providing CVP water 
supplies for salinity control and to comply with State 
water quality standards be allocated among project 
purposes and reimbursed in accordance with 
existing Reclamation law and policy. Title I also 
authorized and directed the Secretary to undertake a 
cost allocation study of the CVP and to implement 
such allocations no later than January I, 1988. 

Title II of the act, The Suisun Marsh 
Preservation Agreement, authorized Reclamation to 
execute and implement that agreement including 
construction of a number of Suisun Marsh 
preservation facilities and set a cost ceiling on the 
Federal contribution. The act also required 
Reclamation to allocate these· costs among the 
reimbarsable and non-reimbursable purposes served 
by the project. Suisun Marsh preservation facilities 
have been constructed and their costs allocated as 
directed by Title II. 

As noted in Chapter I, Reclamation undertook 
and completed a draft cost allocation study of the 
CVP in 1988 to comply with the requirements of 
Title I, but the draft allocation was never 
implemented. 

General Accounting Office Report 

As discussed in Chapter I, the GAO in 1992 
submitted a report to Congress on the CVP cost 
allocation, together with its finding that the draft 
CVP cost allocation study prepared in l 988 included 
inappropriate costs, was based on highly 
questionable data, and required data that were 
unavailable or difficult to obtain. It suggested two 
alternative approaches to cost allocation intended to 
simplify the process and provide a more 
representative allocation of costs among current 
project beneficiaries. 

One method would allocate joint costs in 
proportion to specific costs. Under this method, 
joint costs would be allocated in direct proportion to 
the specific costs assigned to each project purpose. 

For example, if specific costs associated with 
irrigation were 80 percent of all specific project 
costs, then irrigation would receive 80 percent of 
the joint costs. In concept, this method is similar to 
an allocation of overhead costs among multiple 
products within a business. 

The second method suggested in the GAO 
report would allocate joint costs on the basis of use. 
For example, if 20 percent of the water in a 
reservoir is used for M&I purposes while 80 percent 
is used for irrigation, then 20 percent of the costs of 
the dam and reservoir would be allocated to M&I 
purposes and 80 percent to irrigation. To apply this 
method, a uniform unit of measurement, such as 
acre-feet of water supply, is needed. Because CVP 
dams and reservoirs provide flood control, power 
generation, navigation, fish and wildlife, recreation 
and water quality benefits in addition to water supply 
benefits, it is not possible to develop a common unit 
of measurement. Therefore, this method is not 
considered applicable for the allocation of CVP 
costs. 

Central Valley Project Improvement Act 

On October 30, 1992, the President signed into 
law the Reclamation Projects Authorization and 
Adjustment Act of 1992 (Public Law 102-575) that 
included Title XXXIV, the CVPIA. The CVPIA 
amended the Act of August 26, 1937, the basic 
authorizing legislation for the CVP, to include fish 
and wildlife protection, restoration. and mitigation as 
project purposes having equal priority with irrigation 
and domestic uses and fish and wildlife 
enhancement as a project purpose equal to power 
generation. 

The CVPIA identified a number of specific 
measures to meet these new purposes. It also 
directed the Secretary to operate the CVP consistent 
with these purposes, to meet the Federal trust 
responsibilities to protect the fishery resources of 
affected Federally-recognized Indian tribes, to meet 
all requirements of Federal and State law, and to 
achieve a reasonable balance among competing 
demands for CVP water. 

Many of the provisions included in the CVPIA 
identified specific measures intended to improve 
fishery conditions in Central Valley rivers and the 
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Delta. In many cases, the provisions also provided 
specific cost sharing and allocation criteria. As a 
result, the allocation of costs for CVPIA-mandated 
actions was directed by Congress, with Congress 
specifying the percentage of costs to be allocated to 
water and power users, the Federal government, and 
the State. Relevant examples are the actions 
specified in section 3406(b)(4)-(23) and refuge 
water supplies addressed in section 3406( d). 

On the other hand, the CVPIA contained 
requirements that could affect CVP water availability 
and use without directing that a new cost allocation 
be undertaken or providing a cost allocation formula. 
Section 3406(b)(2) of the CVPIA directed the 

Secretary to dedicate and manage 800,000 acre-teet 
of CVP yield for the primary purpose of 
implementing the fish, wildlife, and restoration 
purposes of the act, to assist the State in its efforts 
to protect Bay/Delta waters, and to help meet other 
legally imposed obligations on the CVP, including 
but not limited to additional obligations under the 
Federal Endangered Species Act. The dedication of 
this water would be expected to reduce the 
capability of the CVP to deliver contracted for 
amounts of water to M&l 

ll-10 

and irrigation contractors. Congress neither directed 
that a new cost allocation study be undertaken as a 
result of likely reductions in water contract 
deliveries nor provided a cost allocation formula 
related to the dedicated water. 

In summary, throughout the life of the CVP, the 
allocation of its costs has been affected directly or 
indirectly by Federal legislation, continuing up to the 
recent specific allocation of costs of certain actions 
and facilities mandated by the CVPIA. This has 
meant that different rules may apply to different 
groups of CVP facilities or facilities built during 
different periods of time. 

Once the SCRB allocation method was adopted 
by Reclamation in 1954, it has been applied to most 
project facilities in the recurring allocation studies of 
the CVP. Exceptions for certain groups of facilities, 
such as the San Luis Unit, have been made where 
the facilities in question are single-purpose in nature 
and an allocation using the SCRB method is 
unnecessary. 

The current CVP cost allocation study must be 
understood in the context of these changing 
mandates and application of different procedures to 
different sets of CVP facilities. It is also important 
to note that the existing CVP water ratesetting 
process, dependent as it is on the allocation of CVP 
costs, has relied on this amalgamation of practices. 
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Chapter Ill 

EXISTING CVP PLANT-IN-SERVICE COST 
ALLOCATION 

As an initial step in conducting this CVP cost 
allocation study, Mid-Pacific Region staff of 
Reclamation reviewed and revised the 1995 annual 
interim update to the allocation of plant-in-service 
costs (the most recent completed at the time). The 
review, which was made to assure compliance with 
authorizing legislation, regulatory requirements, 
interagency agreements, and/or policy guidelines 
revealed several deficiencies that had been part of 
previous annual updates, and data that had been 
introduced into the I 995 interim allocation. The 
types of deficiencies identified and corrected 
included arithmetic errors in some computations, 
inconsistent rounding of computed values, 
incomplete allocation of some costs, and the use of 
allocation criteria that were inconsistent with 
authorizing legislation, regulatory requirements, 
and/or policy guidelines. 

In November 1998 prior to the first public 
meeting on the cost allocation study that was held in 
February 1999, Reclamation provided a three
volume documentation of the CVP cost allocation to 
agency staff, stakeholders, and interested parties. 
The first volume presented allocation factors and 
repayment responsibilities for plant-in-service costs 
listed in the CVP financial statement on a feature-by
feature basis. For each feature, this volume 
described any adjustments to costs reported in the 
financial statement that are needed prior to the 
allocation computations, the authorization of and 
allocation criteria applied to each feature, and the 
repayment criteria used to determine reimbursable 
costs allocated to the water supply, power, fish and 
wildlife, and recreation purposes. The second and 
third volumes of the documentation comprised a 
compendium of reference materials regarding 
authorizations, agreements, and agency policies on 
issues affecting cost allocation and repayment. 
Subsequently, the 1996 and 1997 plant-in-service 
interim cost allocations were based on intermediate 
versions of the revisions that were available for 
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application in these annual updates. Beginning in 
1998, annual cost allocation updates have been 
based on the results of the revisions made at this 
step. 

As a part of the study, a revised and expanded 
computer spreadsheet was developed to improve the 
speed with which cost allocation updates can be 
completed. The spreadsheet uses standardized 
computations to allocate costs and calculate 
repayment responsibilities for each feature in the 
CVP. Beginning in 1996, interim cost allocation 
updates have been completed in a matter of weeks 
rather than over a period of months, which had 
typically been required prior to the improvements. 

COST ALLOCATION 
COMPUTATIONAL PROCESS 

A three-step process is followed in the 
allocation of CVP costs. 

• Identify costs to be allocated. 

• Allocate costs to project purposes. 

• Calculate repayment responsibilities for each 
project purpose. 

The following discussions provide general 
descriptions of these three steps. 

Identify Costs to be Allocated 

As described in Chapter II, the CVP was 
authorized at different times through various pieces 
of legislation and includes facilities constructed by 
Reclamation and other facilities constructed by the 
COE that have been transferred to Reclamation for 
repayment. In addition, certain facilities constructed 
by Reclamation, while still operated as an integral 
part of the CVP, have been transferred from 
Reclamation to DOE. 
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The Department of Energy Organization Act of 
1977, establishing DOE, transferred the power 
marketing functions of Reclamation, including the 
construction, operation, and maintenance of 
transmission lines, to the new department. Western 
was created within DOE and exercises the power 
marketing functions for the CVP. The plant-in
service costs of CVP transmission lines were 
subsequently transferred to Western and no longer 
appear in Schedule No. l (Plant, Property and 
Equipment) of the CVP financial statement. 

The CVP financial statement reflects costs of 
facilities that can be broadly grouped into the six 
categories described below. Costs of facilities 
transferred to Western are included as a seventh 
category. 

Single-Purpose Facilities - These are 
features of the project that serve a single purpose, 
such as canals and pumping plants (water supply 
purpose), powerplants and switchyards (power 
purpose), fish facilities (fish and wildlife purpose), 
and recreation facilities (recreation purpose). The 
allocation of single-purpose facilities is simple, with 
costs assigned to the single purpose the facility 
serves. 

Some of the single-purpose facilities listed in the 
CVP financial statement are local water distribution 
systems serving both M&l and irrigation water 
users that are being repaid through repayment 
contracts with the United States. A repayment 
contract specifies a fixed obligation that is to be 
repaid through a fixed number of installments and is 
similar in nature to a home mortgage. These 
facilities are included in the CVP cost allocation 
because Reclamation is responsible for collections 
under provisions of the repayment contracts. Their 
costs are allocated to the water supply purpose and 
then set aside in a separate repayment contract 
category. Since these costs are recovered through 
repayment contracts, they are not included in water 
or power rates. 

Multi•Purpose Facilities - These are features 
of the CVP that serve multiple purposes, such as 
dams and reservoirs. A number of CVP dams and 
reservoirs provide flood control benefits and/or store 
water for both hydroelectric power generation and 
water supply. Other multi-purpose facilities include 

111-2 

radio, telemetry, and other communications 
equipment, rain and stream gages, permanent 
operating facilities, and protective measures in 
Suisun Marsh to control salinity water conditions. 
Since 1956, the costs for multi-purpose features of 

the CVP have generally been allocated among the 
purposes served by each facility using the SCRB 
method. 

The existing cost allocation uses factors that 
were calculated in the I 975 reallocation study. 
These factors identify the portion of costs for each 
multi-purpose facility that are specific to individual 
purposes (separable factors) and the proportional 
allocation of remaining joint costs among multiple 
purposes (joint factors). 

COE~ Transferred Facilities - The CVP 
includes three facilities listed below that were 
constructed by the COE and transferred to 
Reclamation for operational and financial integration 
with the CVP. They appear in Schedule No. l of the 
CVP financial statement. Folsom Dam was 
constructed by the COE, transferred to Reclamation, 
and integrated into the CVP; Reclamation has 
developed allocation factors for Folsom Dam as part 
of its own cost allocation studies. Reclamation has 
adopted the COE cost allocation for the other two 
facilities and collects for repayment accordingly. 
Each year the COE provides a letter to Reclamation 
that presents the current-year allocation of costs for 
the two facilities. 

• Folsom Dam and Reservoir 

• New Melones Dam, Powerptant, and Reservoir 

• Black Butte Dam and Reservoir 

In addition, Reclamation, through the CVP, has 
assumed the repayment obligation for two other 
facilities constructed and operated by the COE. The 
two facilities are listed below. Reclamation has also 
adopted the COE allocation for these facilities and 
collects for repayment accordingly. Each year the 
COE provides a letter to Reclamation that presents 
the current-year allocation of costs for the two 
facilities. 
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Chapter Ill - Existing CVP Cost Allocation 

• Hidden Dam and Hensley Lake 

• Buchanan Dam and Eastman Lake 

Non-Reimbursable Costs - The plant-in
service costs of a number of CVP facilities include 
components directly set aside to a non-reimbursable 
category pursuant to Congressional legislation. In 
the CVP allocation these component costs are 
directly assigned to the appropriate category and are 
removed from the allocation base. The non
reimbursable costs are as follows: 

• Federal share of Safety of Darns 
improvements 

• Archeology, cultural, and historical 

• Highway improvement 

• Non-reimbursable Interest During 
Construction 

• Capitalized movable equipment 

• Buildings and service facilities 

Authorized Deferred Use - Public Law 89-
161, dated September 2, 1965, authorized the 
Auburn-Folsom South unit and allowed the 
Secretary to include additional capacity in the 
Folsom South Canal to deliver water to potential 
future additions to the CVP along the east side of the 
Central Valley. Public Law 90-65, dated August 19, 
1967, authorized the Secretary to include extra 
capacity in the Tehama-Colusa Canal to enable it to 
provide future water service to areas that could be 
authorized as an extension of the CVP. In both 
cases the incremental costs of the additional canal 
capacity were to be assigned to def erred use. These 
costs would become the repayment responsibility of 
water users if and when facilities that fonned the 
basis for the deferral are ever constructed. 

State Share of San Luis Unit - Public Law 
86-488, dated June 3 l 960, authorized the Secretary 
to construct, operate, and maintain the Sao Luis Unit 
as an integral part of the CVP. Certain facilities, 
including San Luis Dam, pumping plants, and the 

111-3 

San Luis Canal, were to be jointly used with the 
State and are known as joint-use facilities. Contract 
No. l 4-06-200-9755, dated December 30, 196 l, 
provides that the State shall pay 55 percent of the 
construction cost of joint-use facilities and the 
Federal government 45 percent. ln the allocation of 
CVP costs, the State share of the construction costs 
of joint-use facilities is directly assigned to the State 
and removed from the allocation base. 

Western Facilities - Facilities owned and 
operated by W estem are the Central Valley Power 
System and Interties Power System. They are 
single-purpose power facilities, and plant-in-service 
costs are derived from Westem's annual Results of 
Operations for both systems. 

Allocate Costs to Project Purposes 

Starting. with each year's financial statement, 
cost allocation computations are completed in 
several steps to assure that cost components are 
identified and allocated in accordance with existing 
legislation, agreements, and policies. First, costs 
reported in the financial statement are disaggregated, 
as necessary. The total costs of many features 
reported in the financial statement include cost 
components that are to be directly assigned to a 
non-reimbursable expense category or are subject to 
allocation and repayment criteria that differ from 
those of the main feature. 

For example, the total cost of a feature reported 
in the financial statement may include non
reimbursable costs associated with archaeological, 
cultural, and historical studies. These costs are 
identified and assigned directly to the appropriate 
non-reimbursable cost category. In other cases, 
total costs in the financial statement include interest 
during construction (IDC), safety of dams 
improvements, or other items that are not subject to 
the same cost allocation and repayment criteria as 
the main feature. In general, the repayment 
requirements of these components have been 
specified by Congressional legislation. The costs are 
identified and allocated separately. Such 
adjustments may be based on specified dollar 
amounts or percentages of total costs incurred. 

After completing the adjustments described 
above, the remaining costs represent the total capital 
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investment to be allocated among the authorized 
project purposes of the CVP. For single-purpose 
facilities, costs are allocated in total to the purpose 
served. Subsequent computations, described in a 
later section, distribute allocated costs for 
detennination of repayment responsibilities. 

For multi-purpose facilities, costs are allocated 
using separable and joint cost allocation factors. · In 
the existing cost allocation, these factors are based 
on the results of the 1975 reallocation study, which 
was completed using the SCRB method. First, 
separable cost factors are applied to identify the 
portion of total costs allocated among project 
purposes as separable costs. (Separable costs are 
discussed in Chapter IV.) The remaining costs are 
then allocated among multiple purposes using the 
joint cost allocation factors. The total allocation to 
each project purpose is the sum of separable costs 
and that portion of joint costs allocated to the 
purpose. 

Calculate Repayment Responsibilities 

Repayment responsibilities for costs allocated to 
each project purpose are determined separately for 
each purpose. Depending on the facility, costs 
allocated to water supply, power, fish and wildlife, 
and recreation purposes are either fully or partly 
reimbursable by the project beneficiaries. Costs 
allocated to flood control, navigation, and water 
quality are non-reimbursable Federal expenditures. 
In general, the costs of constructing CVP facilities 
are initially paid by the Federal government 
(Reclamation) with funds appropriated by Congress. 
Reimbursable costs are the costs that will be repaid 
to the Federal government by M&I and irrigation 
water users, commercial power customers, the 
State, and counties within the State. In the context 
of this study, the term "reimbursable" generally 
applies to costs to be repaid by water and power 
customers. Non-reimbursable costs are the 
construction costs that will not be repaid to the 
Federal government; in effect, they are borne by the 
Federal taxpayer. A brief description of the 
repayment analysis to determine reimbursable costs 
follows. 

Water Supply Repayment - Costs allocated 
to the water supply purpose are sub-allocated among 
the M&I, irrigation, and wildlife refuge water use 
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functions in proportion to their respective water 
deliveries. More specifically, costs are distributed 
using factors based on the type of facility used 
(storage, conveyance, conveyance pumping, or 
direct pumping) in proportion to the amount of 
water stored, conveyed, or distributed for each 
function. In order to appropriately reflect use of 
such facilities, proportional use is based on the total 
of actual historic and projected future . water 
deliveries for both water users and wetland habitat 
areas. For any given allocation update, actual water 
delivery records begin with the first CVP water 
deliveries and continue through the year two years 
prior to the year of the update. Projected water 
deliveries extend from that date through the end of 
the repayment period (2030 for in-basin facilities, 
and 2036 for San Felipe Division facilities) and 
assume the delivery of full contract amounts or are 
reduced to reflect possible future reductions in the 
amount of CVP water available to its contractors. 
The effect of year-to-year changes in water 
deliveries on these proportions based on actual use 
is normally very small due to the long period 
considered. Consequently, factors used to 
determine water supply repayment obligations do not 
vary significantly from year to year. 

Costs sub-allocated to the wildlife refuge water 
supply function are further sub-allocated among 
reimbursable and non-reimbursable functions based 
on cost sharing criteria included in the CVPIA. 
Reimbursable costs are assigned to non-Federal 
entities (project water and power users and the 
State) in accordance with legislative requirements. 
The distribution of that portion of wildlife refuge 
water supply costs that is reimbursable by project 
water and power users (M&I water, irrigation 
water, and commercial power contractors) is made 
in proportion to the previous year's costs allocated 
to the three reimbursable functions of M&I water 
supply, irrigation water supply, and commercial 
power. 

Power Repayment - Costs allocated to the 
power purpose are first sub-allocated between 
project use and commercial power using factors 
derived from the long-term project power generation 
and project use power studies prepared by 
Reclamation with input from the Western. In this 
distribution, the costs of Western's Interties Power 
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Chapter III - Existing CVP Cost Allocation 

System are allocated entirely to the commercial 
power function. They and other costs allocated to 
commercial power are collected by Western in the 
power rates it charges preference power customers. 
Costs sub-allocated to project use power are further 

sub-allocated among the M&I, irrigation, and 
wildlife refuge water use functions. This sub
allocation is based on estimates of project use power 
requirements prepared by Reclamation. 

Costs for project use power that is used to 
convey water to wildlife refuges are further sub
allocated among reimbursable and non-reimbursable 
functions based on cost sharing criteria included in 
the CVPIA. Similar to what is done for refuge 
water supply costs, the distribution of reimbursable 
power costs for refuge water supply among project 
water and power users (M&I water, irrigation 
water, and commercial power contractors) is made 
in proportion to the previous year's costs allocated 
to the three reimbursable functions. 

Fish and Wildlife Repayment - The 
repayment of costs allocated to the fish and wildlife 
purpose depends whether the actions involved are 
enhancement or mitigation. Costs incurred for 
enhancement are entirely non-reimbursable while 
costs for mitigation may be reimbursable or non
reimbursable. As described in Chapter II, the 
Coordination Act has been amended several times, 
and the year in which mitigation costs are incurred 
is the key factor that determines whether fish and 
wildlife mitigation costs are reimbursable or non
reimbursable. Reimbursable mitigation costs are 
assigned to irrigation and M&I water users and 
commercial power customers in proportion to the 
current year's costs of the "causal" facility assigned 
for repayment purposes to these three functions. As 
an example, the Coleman National Fish Hatchery 
was built to mitigate losses of anadromous fish 
spawning areas behind Keswick and Shasta Dams 
and its costs are assigned to irrigation and M&I 
water users and commercial power customers in 
proportion to the current year's costs of Keswick 
and Shasta Dams allocated to those three functions 
for repayment. If a particular "causal" facility 
cannot be identified (i.e., if the facility is for 
mitigation of project operation in general), costs are 
distributed in proportion to the previous year's 
overall project costs allocated to these three 
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functions for repayment. 

Most recently, the cost sharing criteria applied 
to certain activities designed to mitigate impacts on 
and restore fish, wildlife, and associated habitats 
have been Congressionally mandated by the CVPIA. 
The costs of many of these activities are partially 

non-reimbursable and therefore paid by Federal 
taxpayers while a portion is repaid by the State and 
a portion repaid by CVP water and power users. 
The distribution of reimbursable costs among M&I 
water, irrigation water, and commercial power 
contractors is made in proportion to the current 
year's costs of the "causal" facility allocated to 
these three functions for repayment. In the event a 
particular "causal" facility cannot be identified, costs 
are also distributed in proportion to the previous 
year's overall project costs allocated to these three 
functions for repayment. 

Recreation Repayment - Capital costs 
allocated to the recreation purpose are repaid 
according to the legislation authorizing the 
expenditure. In some cases, recreation facilities 
have been provided under the authority of the 
Federal Water Project Recreation Act, dated July 9, 
1965, which authorizes construction of recreation 
facilities as a part of Federal water resources 
projects. The act also has provisions governing the 
allocation of costs to recreation and cost sharing 
with non-Federal entities. Legislation authorizing a 
number of units and divisions of the CVP has 
included the construction of recreational facilities 
and provided that the Federal share of such costs 
shall be non-reimbursable. 
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Non
Reimbursable 

Sub-allocate water 
supply costs based 
on deliveries to 
end uses. 

Distribute refuge water costs to Reimbursable and Non-Reimbursable 
sources based on CVPIA- Specified Refuge Delivery Levels: 

Level 1 - Non-Reimbursable Federal 
Level 2 Increment - Reimbursable 
Level 4 Increment - Non-Reimbursable (75% Federal, 25% State) 

Figure 111-1 
Repayment of Water Supply Costs 

in Existing Allocation 
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Chapter Ill - Existing CVP Cost Allocation 

Sub-allocate between Commercial 
Power and Project Use Power 

Sub-allocate Project Use Power based on 
power needs for water deliveries to end users 

Distribute Refuge Power Costs 
based on CVPIA-Specified Refuge Delivery Levels 
Level 1 - Non-Reimbursable Federal 
Level 2 Increment - Reimbursable 
Level 4 Increment - Non-Reimbursable (75% Federal, 25% State) 

Figure 111-2 
Repayment of Power Costs in 

Existing Allocation 
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Reimbursable 
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SUMMARY OF EXISTING CVP 
COST ALLOCATION 

To date the total cost of CVP plant-in-service 
facilities is approximately $3,290 million (1999 CVP 
interim cost allocation annual update). This amount 
represents total non-indexed costs incurred since 
construction of CVP facilities began. As noted in 
Chapter l, the central challenge of the allocation 
process is the allocation of joint costs; these amount 
to a total of about $623 miHion (about 19 percent of 
total CVP plant-in-service costs). 

As described above, the allocation of joint costs 
is a multi-step process that uses allocation factors 
developed in the 1975 reallocation study and applies 
repayment criteria provided in legislation, 
agreements, and policies. Although the allocation of 
CVP costs to its authorized purposes may be of 
interest, the final results of cost allocation 
computations are generally displayed as repayment 
responsibilities for reimbursable and non
reimbursable costs. A summary of repayment 
responsibilities from the 1999 CVP cost allocation is 
provided in Table III-1. 

TABLE 111-1 

EXISTING CVP COST ALLOCATION 
REPAYMENT RESPONSIBILITIES 

AS OF SEPTEMBER 30, 1999 

Repayment Entity 

M&I Water Users 
Irrigation Water Users 
Commercial Power Customers 
State of California and Local Governments 
Federal Non-reimbursable 

TOTAL 

Notes: 

436.5 
1,476.2 

568.8 
244.5 
564.l 

3,290.2 

Results based on the 1999 CVP fnterirn Cost Allocation Annual Update. 

Costs for multi-purpose facilities allocated using factors derived from 1975 
reallocation study, 

Totals may not be completely accurate due to rounding. 
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Chapter IV 

DEVELOPMENT OF ALTERNATIVES 

As discussed in Chapter U, several methods are 
available to allocate the joint costs of multi-purpose 
projects. As an initial step in this study, a number of 
cost allocation methods ( discussed in economics 
and water resources literature) were surveyed and 
qualitatively evaluated for possible application to the 
CVP. A summary of these evaluations is included in 
this chapter. As a result of these evaluations, certain 
alternatives were selected for numerical evaluation 
(i.e., allocations using CVP costs were prepared), 
with the results presented in Chapter V. This 
chapter provides descriptions of the allocation 
methods considered in more detail and discusses 
their applicability for use in allocating CVP costs and 
their potential application in this study. 

CRITERIA FOR DEVELOPMENT OF 
ALTERNATIVES 

The purposes of this allocation study guided the 
· development of alternatives. As stated in Chapter I, 
the purposes are to comply with the requirement of 
P.L. 99~546 and to recommend revisions to the 
existing CVP cost allocation that will result in a 
streamlined process as suggested by the GAO. 

Compliance with P.L. 99-546 

The provisions of P.L. 99-546 directed the 
Secretary to operate the CVP in coordination with 
the State to meet salinity standards in the Delta. The 
standards were defined in SWRCB Decision 1485 
(D-1485). P.L. 99-546 stated that costs necessary 
to comply with D-1485 salinity standards in the 
Delta should be allocated to project purposes and 
reimbursed in accordance with existing Reclamation 
law and policy. The law also stated costs necessary 
to meet salinity standards above those included in D-
1485 should be non-reimbursable. 

IV-1 

Shortly after passage of P.L. 99-546, 
Reclamation conducted hydrologic simulations of 
CVP operations to compare the effects of the COA 
operations to meet D-1485 standards with a base 
condition without D-1485 standards. The results of 
these analyses showed that the CVP could be re
operated to satisfy D-1485 requirements with no 
reductions in the water deliveries for long-term 
water service contracts. Based on these results, no 
additional "cost" would be incurred to comply with 
the law, and therefore, no change in the allocation of 
CVP costs was considered necessary. 

In 1994, the Federal and State governments 
signed an accord to jointly operate the CVP and 
SWP, respectively, to meet the requirements of a 
more stringent water quality objective, as presented 
in the 1994 Delta Water Quality Control Plan (Bay
Delta Plan). The agreement stated that the Federal 
portion of the water to comply with the Bay-Delta 
Plan would be credited toward the amount of water 
to be dedicated to anadromous fishery protection 
under section 3406(b)(2) of the CVPIA. 

Recommendations in the GAO Report 

In its 1992 report, the GAO recommended the 
use of less costly and more streamlined 
methodologies to complete the CVP cost allocation 
study. As described in Chapter III, Reclamation has 
implemented numerous improvements to the 
spreadsheets used to complete the annual updates of 
the existing CVP interim cost allocation. These 
improvements are of two types: to correct errors 
previously not recognized in the allocation of project 
costs and to significantly reduce the time and effort 
to complete the allocation update computations. 

The GAO also suggested two alternative 
approaches for the allocation of joint costs that were 
intended to simplify and streamline allocation 
computations. One method would allocate joint 
costs in direct proportion to specific costs assigned 
to each project purpose. The second method would 
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allocate joint costs on the basis of use and assumes 
that the uses of each facility for each project 
purpose can be accounted separately. The problem 
with this second method and the reason why it is 
not considered viable is that for some facilities there 
is no common unit of measurement for such an 
apportionment. For example, although the storage 
capacity of reservoirs formed by dams can often be 
apportioned between flood control space and water 
storage, such facilities are also used for hydropower 
production with no specific reservation of reservoir 
storage space for power production. 

As discussed in the following sections, both 
allocation methods suggested by the GAO were 
considered in this study. The one viable GAO 
method, the allocation of joint costs in proportion to 
specific costs, was carried forward for evaluation. 

ALLOCATION METHODS 
CONSIDERED 

A variety of methods exist to allocate costs of 
multi-purpose projects among project users and 
beneficiaries. The use of different methods often 
gives different results. Each method has certain 
advantages and limitations. As described in Chapter 
II, no single method had been established for the 
allocation of costs of Federal multi-purpose water 
resources projects during the first half of the 20th 

century when many projects were in the planning 
stage. The resulting variation often triggered intra
agency and interagency disputes related to the 
selection of allocation methods. Because the 
selection of a cost allocation method could affect the 
apparent financial viability of a project, it has been 
said that allocation methods were sometimes used to 
promote the development of those project purposes 
with the most organizational support. 

In 1954 Reclamation adopted the SCRB 
allocation method. Prior to that time, several other 
procedures had been employed. Although they are 
no longer used, previously used techniques, as 
discussed below, can be useful for understanding 
the use and advantages of the SCRB method. In the 
development of alternatives, several historical and 
relatively recent allocation methods were reviewed 
and considered for potential application to this study 
or for recommendation in subsequent studies. 

IV-2 

As noted in Chapter I, the central challenge of 
the cost allocation process is the allocation of joint 
costs, and the following sections describe a variety 
of approaches to allocate joint costs of multi
purpose projects. Some of these methods are 
described simply to provide historical perspective of 
the issues involved in the allocation of CVP costs 
while others could possibly be viable methods for 
application to the CVP. Again, as noted in Chapter 
I, the scope of this study limits Reclamation's ability 
to undertake a complex reallocation of joint costs at 
this time. However, a thorough review of potential 
allocation methods was completed to identify 
methods that may be applicable in whole or in part 
for the purposes of this study. The methods are not 
presented in order of potential application or 
preference. 

ln general tenns, cost allocation methods 
considered in this study can be organized into four 
groups: quantity-based methods, priority-based 
methods, benefits-based methods, and user- group 
methods. Quantity-based methods are founded on 
the premise that joint costs can be shared in 
proportion to physical characteristics or the costs of 
single-purpose facilities. These approaches are 
relatively simple to comprehend, but often difficult 
to apply in practice. Priority-based methods assume 
that project purposes can be ranked in order of 
priority, and joint costs can be allocated based on 
these priorities. Benefits-based methods consider 
the benefits of a project or can employ measures of 
alternative costs to achieve the benefits for each 
purpose. Although benefits.based methods are more 
complex and time-consuming to apply, they provide 
a common base (dollars) on which to measure 
benefits for . a variety of purposes. User-group 
methods focus on cost allocation arrangements 
under which different user groups, representing 
project purposes, would join together to pursue a 
multi-purpose project. 
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Quantity-Based Methods 

Some. early cost allocation procedures were 
based on measurable physical criteria such as "use 
of space" or "water released." For application to 
multi-purpose projects, however, it was found that 
such approaches onen did not adequately measure 
the extent of use by the various purposes involved. 
For example, it was difficult to compare the use of 

reservoir space reserved for water storage with that 
used for flood control since the former had no 
specific reservation in CVP reservoirs. The physical 
approach was also found to be unsatisfactory 
because it did not provide a common denominator 
for all purposes involved. For example, physical 
measurement procedures do not adequately 
recognize that fish and wildlife benefits can be 
realized without the release of additional water over 
the amounts used for irrigation, power generation, 
and flood control. 

Each of the following methods utilizes a 
quantity (physical or financial) associated with 
facilities to allocate joint costs. The advantages and 
disadvantages of each method are described. 

Use of Facilities - The use of facilities 
method is based on the premise that joint costs 
should be allocated among the various purposes in 
proportion to their amount of "use" of the 
multi-purpose facilities. Two different approaches 
may be taken in determining the meaning of the tenn 
"use." The first is related to capacity of a project 
facility, or "readiness to serve." The second 
concerns the quantities of water actually involved. 
As an example, consider a canal that serves water 

!o. bo!b irrigation and .M&I users. Although 
1mgatton and M&I are considered as a single
purpose (water supply) in the CVP cost allocation 
it provides a good example of the application of thi; 
method. 

Under the capacity-driven approach, the canal 
cost would be assigned to the two functions 
(irrigation and M&I) in proportion to the canal 
capacity required by each to meet its peak flow 
demands. In practice, neither function would use its 
entire capacity all of the time, but the canal would be 
scaled in size to meet "peak" combined demands 
which usually occur in midsummer. The chief meri; 
of this method is that it charges each function 
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according to the magnitude of its use or its 
"readiness to use." However, application to a true 
multi-purpose facility, such as a reservoir, would 
require an estimate of costs for single-purpose 
projects, as described in a subsequent method, and 
as noted previously such effort was beyond the 
scope of the study. Because of this and because of 
the problems with capacity-based measures 
generally (discussed above), capacity-driven use of 
facility method was dropped from further 
consideration. 

Under the quantity of water approach, the canal 
costs would be allocated to the irrigation and M&I 
functions proportionate to the actual quantity of 
water de.livered for each purpose during a year. This 
approach is currently applied in the sub-allocation of 
CVP water supply costs among M&I, irrigation, and 
wildlife refuges, and is utilized in the allocation of 
water supply facilities in the San Luis Unit and San 
Felipe Division. Therefore, this method is retained 
for application in the sub-allocation of CVP water 
supply costs. 

Reservation of Dedicated Space - This 
method would allocate joint costs among project 
purposes based on the proportional reservation of 
the facility for each purpose. This method may 
appear well suited for the allocation of dam and 
reservoir costs but requires a common unit of 
measurement for all project purposes. For the CVP 
it may be most applicable for allocating costs to the 
flood control purpose since storage space is 
reserved for flood control. This method, however, 
cannot be used to allocate the costs of CVP dams 
and reservoirs to other project purposes because the 
operation of the CVP includes no explicit reservation 
for recreation, water supply, fish and wildlife, 
navigation, power, or water quality. This method 
was retained for possible use in "creating'' a 
separable cost for flood control in the development 
of an alternative for further consideration. 

Separate Projects Method - The separate 
projects method may divide either (l) the total cost 
of a project or (2) the joint cost (after first allocating 
the specific or separable costs to the purposes) in 
proportion to the cost of obtaining the same project 
benefits by constructing suitably sized 
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single-purpose projects. Because alternative projects 
need not be justified this method may produce 
unreasonable results - a limitation that has prevented 
wide acceptance of this method. Due to its limited 
acceptance and the significant effort that would be 
required to develop conceptually separate projects, 
this method was dropped from further 
consideration. 

Equal Apportionment Method - Since there 
is no fixed mathematical formula for allocating 
costs, this method apportions either all of the costs 
of the project, or its joint costs, equally among the 
purposes. Obviously, the results of such a method 
could be considered arbitrary and even unreasonable 
unless the respective purposes produced benefits 
that were approximately equal. For example, it could 
easily result in an allocation in which one project 
purpose was allocated costs greater than the benefits 
received. Since this method was considered 
arbitrary, it was dropped from further consideration. 

Priority-Based Methods 

The following methods are based on the 
assumption that multi-purpose projects are designed 
and operated to meet a primary purpose and that all 
other purposes are subsidiary. 

Priority of Use Method - The priority of use 
method is based on the premise that when a project 
is operated primarily for one purpose and 
secondarily for another, the primary purpose should 
be assigned a greater portion of the cost. In all 
multi-purpose projects, the various purposes 
compete with each other to some extent for the use 
of water or storage space. The purposes have 
different time requirements for the periods of 
optimum release and storage of water; thus, all of 
them cannot be served in the most advantageous 
manner. If this method were to be developed, 
significant study would be required to evaluate 
potential project operations under a variety of 
prioritization schemes. This approach would be 
needed to identify the extent to which priority is 
given to each project purpose. Furthermore, at least 
in the case of the CVP, these priorities may change 
over time, further complicating a determination of 
the way to apply the method. The recognition that 
multi-purpose facilities of the CVP are often 
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operated to meet multiple priorities and that 
significant cost would be required to complete a 
series of operations studies suggests that this 
method may not be appropriate for the allocation of 
CYP costs. Therefore, this method was dropped 
from further consideration. 

Incremental Method - The incremental 
method allocates the separable costs to their 
respective purposes and the total joint cost to one 
basic purpose, considered to be the principal or 
basic purpose of the project. An example would be 
found in a multi-purpose project serving flood 
control, irrigation, and electric power. If flood 
control were identified as the primary purpose, flood 
control would be allocated its· separable cost plus all 
of the joint costs. Then, the irrigation and power 
purposes would be allocated only their respective 
separable costs. This method is not considered 
applicable to the CVP since the project was not 
authorized nor is operated to meet a primary 
purpose. Therefore, this method was dropped from 
further consideration. 

Specific Costs Method - The specific cost 
method is a variation of the incremental method. 
Instead of allocating separable costs to the incidental 
purposes, only specific costs are allocated to those 
purposes. The remaining joint costs are then 
assigned to the primary purpose. Using this method 
may be justified where a purpose is added after a 
project has been completed. For example, dams are 
sometimes built containing penstocks, but no other 
facilities for power generation. When generation 
facilities are added after passage of a number of 
years, they might legitimately be considered to be a 
new project. This "new project" concept might 
utilize the specific costs method of allocation. This 
method is also not considered applicable to the CVP 
since the project was not authorized, nor is it 
operated, to meet a primary purpose. Therefore, 
this method was dropped from further 
consideration. 

Benefits-Based Methods 

Because of the limitations inherent in the use of 
measurable physical criteria, attention was focused 
on approaches based on benefits. Theoretically, 
there are many advantages to the benefits concept 
because it not only measures the extent of use but 
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also. provides a common denominator for all 
purposes involved. However, a method strictly 
based on benefits does not recognize the possibility 
of securing comparable effects at less cost through 
alternative means. Thus, methods that recognize 
both benefits and alternative costs have been 
developed and reviewed below. The AJE method 
and the SCRB method are examples of methods that 
combine benefits and alternative costs. 

Each of the benefits.based methods discussed 
below depends on the benefits obtained from the 
various purposes served. All three approaches limit 
the cost allocated to any purpose so that it will not 
exceed the corresponding benefits. A principal 
difficulty in all the procedures is the necessity of 
estimating all benefits on a comparable basis and 
stating them in monetary values. 

The Benefits Method - The benefits method 
allocates the total cost of the project among the 
various purposes in proportion to their estimated 
benefits. This assumes that the entire project can be 
considered a joint cost. Another procedure also 
referred to as the benefits method first allocates 
specific costs to each purpose, then allocates a 
share of the joint cost in direct proportion to the 
estimated net benefits accruing to it. The latter 
procedure is similar to the AJE method described 
below. 

Alternative Justifiable Expenditure 
Method - The AJE method fundamentally and 
indirectly rests on an estimate of benefits, but it is 
directly based on the justified investment for each 
purpose. The maximum justified investment is the 
smaller of either (I) the benefits ascribed to the 
purpose or (2) the cost of the most economical 
alternative single-purpose project which would 
achieve substantially the same benefits as does that 
purpose in the multi-purpose project. The lesser of 
these two amounts, called the alternative justifiable 
expenditure, represents the largest investment that 
could be justified for a purpose in the multi-purpose 
project. This means that no more should be spent 
on any project purpose than ( 1) the value of the 
benefits it will produce, or (2) the cost of producing 
those benefits by the least expensive alternative 
source. The approach is used to establish the 
maximum cost allocated to each project purpose. 
The minimum allocation to each project purpose is 
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the specific cost incurred for each purpose. 

Examples of single•purpose alternative projects 
are thennal instead of hydro powerplants, rail 
instead of water transportation, and levees instead of 
storage space for flood protection. The alternative 
projects are hypothetical, and there are instances 
where an alternative for one purpose is located 
within the same space as the alternative of another, 
which is a physical impossibility. However, this 
does not prevent the use of the estimated costs of 
these alternatives in allocating the investment in a 
multi-purpose project. 

After the maximum justifiable investment is 
determined for each purpose, the respective specific 
costs in the multi-purpose project are subtracted 
from it. Specific costs are the costs of individual 
physical features that serve only a single purpose. 
The balance is called the remaining justifiable 

expenditure. The joint cost-which is the total 
project cost minus the sum of all the specific costs-
is allocated among the various purposes in direct 
propo11ion to· the remaining justifiable expenditures. 

Each allocated joint cost is then added to its 
respective specific cost in order to arrive at the total 
allocation to each purpose. 

The AJE method has several advantages. First, 
no purpose is assigned costs greater than the value 
of its services or costs less than its specific costs. 
Second, AJE may be tied closely to the project's 

original fonnulation procedure by use of the same 
single-purpose alternatives and benefits for each 
purpose. If a significant period of time has passed 
since the original project fonnulation, however. the 
benefits and appropriate single.purpose alternative 
may have changed. 

The AJE method, however, has two major 
shortcomings. First, because of budgetary and 
staffing constraints, the cost of alternative projects 
generally will not receive as thorough an 
investigation as will a project contemplated for 
construction, and, second, the economic basis for 
this method is uncertain because it is usually 
impossible for all of the alternative projects to 
coexist. These shortcomings raise questions as to 
whether the alternatives are, in fact, the most 
economical alternative sources. Simply stated, in 
the absence of the multi•purpose project, all of its 
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accomplishments could not be realized by a series of 
single-purpose projects at the cost indicated in the 
allocation study. 

Separable Costs-Remaining Benefits 
Method- The separable costs-remaining benefits 
procedure is basically a variation of the AJE method. 
The SCRB method uses the lesser of benefits or 

single-purpose alternative costs to determine the 
maximum allowable allocation, or justifiable 
expenditure, for each purpose in the same manner as 
AJE. However, from it the separable (instead of 
specific) costs are subtracted to obtain the 
remaining justifiable expenditure. Since separable 
and specific costs will often differ, the proportionate 
allocation of the joint costs will generally be different 
from that derived by the AJE. 

The justifiable expenditure is the maximum and 
the separable cost is the minimum amount allocated 
to any purpose. The separable cost for each 
purpose is the difference between the cost of the 
multi-purpose project and the cost of the project 
with the purpose omitted. Separable costs usually 
include more than the specific costs of physically 
identifiable facilities serving only one purpose. 
Separable costs include all added costs of increased 
size of stmctures and changes in design for a 
particular purpose over structure size and design 
required for all other purposes. An example would 
be the cost of increasing reservoir storage capacity. 
Separable costs are usually higher than specific 
costs; however, the two may, on occasion, be 
equal. Specific costs can never exceed separable 
costs because specific costs are, by definition, also 
separable. When the two are equal, the SCRB and 
AJE methods are identical. 

The sum of the separable costs is subtracted 
from the total project cost to obtain the joint cost, 
which is then allocated among the purposes in 
proportion to the remaining justifiable expenditure 
for each purpose in the same way as for the AJE 
method. Separable costs and allocated joint costs 
for each purpose are added together to complete the 
allocation process. 

The SCRB method, which is very similar to the 
AJE method, has most of the same advantages and 
disadvantages. However, using separable rather 
than specific costs usually reduces the amount of 
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joint costs and increases minimum allocations to 
project purposes. 

O.ne disadvantage is that separable costs are not 
easily detennined and generally require extensive 
expense and time to estimate. For the current CVP, 
even historical infonnation on specific design details, 
quantities, and alternative facility designs are not 
always available and would need to be redeveloped 
before separable costs could be re-computed. The 
extensive level of effort necessary to estimate 
updated separable costs was not anticipated in the 
budget for this study. Therefore, the development 
of a new SCRB-based allocation was not considered 
for this study, but the SCRB method, employed in 
earlier cost allocations, was retained because of its 
many advantages and because it has remained the 
procedure established for use by Federal water 
resources agencies. The use of separable and joint 
cost allocation factors developed in the 1975 
reallocation study was retained for consideration. 

User Group-Based Methods 

Shapley Value Method - The Shapley value 
method uses infonnation on all possible 
combinations of users to derive a unique cost 
allocation that should be acceptable to all users as 
long as all of the alternative cost ftmctions are "well 
behaved." This latter phrase means that ( I ) the sum 
of the costs serving each user (or group of users) 
alone is greater than the project cost of serving 
them, and (2) each user (or group of users) has a 
benefit or alternative cost for his (their) share of the 
water supply that exceeds the incremental cost of 
providing project water to him (them). 

The cost allocation for a user is derived as a 
weighted average of all the marginal costs of adding 
the user to every possible group. These groups 
include the "going-it-alone" option. The weights 
assume that every group is equally likely and are 
based on the number of users. The weights are one 
divided by the number of possible sequences in 
which all users could have joined the project. The 
number of possible sequences is N-factorial where 
N is the number of users. If there are four users, 
for example, then the number of sequences is 4 x 3 
x 2 x 1 or 24, and the weights are 1/24. 
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The major problem with this method is that it 
requires not only benefit estimates but also a large 
number of cost estimates in the case where the 
number of users is large. If there are 5 or 6 users, 
for example, the number of required cost estimates 
becomes 120 and 720, respectively. The Shapely 
method results in a cost allocation in which each 
user covers its separable costs. 

Game Theory Methods - Game theory is the 
study of the progress and outcome of games, 
conducted under a specified set of rules, and 
involving a number of players. Cooperative games 
are situations in which the players may be able to 
gain by cooperating with the other players. Cost 
allocation problems are much like a cooperative 
game. Each purpose is represented by a player, and 
the purpose may be accomplished for less cost by 
participating in the project as opposed to going it 
alone. If the purpose has a benefit that exceeds the 
minimum cost of participating {the separable cost), 
and if this minimum cost is less than the cost of 
non-participation (the alternative cost), then the 
player will choose to participate. The most he 
would pay is the separable cost plus the cost savings 
from not incurring the alternative cost. These 
methods also require not only benefit estimates but 
also estimates of numerous alternatives, and they 
tend not to be easily comprehendible. 

Both Shapley Value and Game Theory methods 
require significant amounts of data on benefit 
estimates and alternative costs, extending beyond the 
scope of this study. In addition, they are 
conceptually quite complex and often a challenge to 
comprehend and were not considered appropriate 
for this study. 

ALLOCATION ALTERNATIVES 
DEVELOPED 

After completing review of the various methods 
described above, three alternatives were developed 
for evaluation in this study. These include the 
existing cost allocation {Existing Allocation), which 
will form the basis of comparison; an alternative in 
which joint costs are allocated in proportion to 
specific costs consistent with a suggestion from the 
GAO (Proportional Alternative); and an alternative 
proposed by the water and power contractors 
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(Contractors' Proposal). (The text of the 
contractors' proposal is included as Appendix A.) 
Each of these cost allocation alternatives is 
described in the following sections and summarized 
in Table IV-1. 

Existing Allocation 

The existing CVP cost allocation comprises the 
no-action alternative and would involve continued 
use of the procedure described in Chapter III to 
allocate joint costs. In general, this alternative 
would utilize joint cost allocation factors based on 
SCRB analysis completed for the 1975 reallocation 
study. 

Proportional Alternative 

This alternative was developed based on a 
suggestion from the GAO and would allocate joint 
costs in proportion to specific costs. The costs of 
single-purpose facilities would be summed to 
determine the total specific cost for the CVP. The 
proportion of total specific cost incurred for each 
purpose would be determined and applied to total 
joint costs to allocate them among project purposes. 
The total allocation to a purpose would be the sum 
of specific and joint costs allocated to it. 

Development of this alternative requires careful 
determination of total specific and joint costs. The 
following steps were taken to identify which costs 
should be included as specific or joint costs and to 
make adjustments to create a specific cost total for 
flood control. Beginning with the total project costs 
($3,290 million in the 1999 allocation) the following 
adjustments were made. (Costs of facilities subject 
to adjustment and joint costs are shown in Appendix 
B.) 
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TABLE IV-1 

CHARACTERISTICS OF 
COST ALLOCATION ALTERNATIVES 

Characteristic Existing Allocation Proportional Contractors' Proposal 
Alternative 

Allocation of Joint Continues use of joint cost allocation factors as computed Allocates joint costs in Uses joint cost allocation factors computed in 1970 
Costs in 1975 SCRR proportion to SCRB. 

expenditures for 
sped fie project 
purposes. 

Allocation of Reduction in deliveries resulting from CVPIA Same methodology as Reduction in deliveries resulting from CVPIA 
CVPIA-dedicated implementation is reflected in historic and projected existing allocation. implementation is reflected in historic and projected 
water water deliveries to irrigation and M&I users. water deliveries to irrigation and M&I users. 

Establishes the "environment" as a water user and 
includes "delivery" ofup to 800,000 acre-feet per year 
of water to the environment. The quantification this 
water is based on an assumed rate of buildup designed 
to reflect project operations. 

This approach increases the total water delivery base 
used to sub-allocate water supply costs among 
repayment functions. 

- - - - - - - - - - - - - - - - - - -GOV0000650 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 300 of 597



Appx0298

- - - - - - - - - - - - - - - - - - -
Characteristic Existing Allocation Proportional Contractors' Proposal 

Alternative 

Repayment of Repayment of water supply costs is proportional to Same methodology as Same methodology as existing allocation, but 
water supply costs historic and projected water.deliveries to end-users over existing allocation. applied to the increased total water delivery base 

the life of the project. as follows. 

Water supply costs are sub-allocated in proportion to A portion of the 800,000 acre-feet added to the 
deliveries to inigation, M&l, and wildlife refuges. water delivery base is considered "mitigation" and 

the remainder is considered "enhancement." 
Reimbursable costs associated with deliveries to wildlife 
refuges are distributed in proportion to repayment Water supply costs associated with the 
obligations for irrigation, M&I and commercial power "mitigation" portion of the 800,000 acre-feet are 
customers. sub-allocated to the irrigation, M&l, and 

commercial power repayment functions using the 
same methodology as the existing allocation. 

Water supply costs associated with the 
"enhancement" portion of the &00,000 acre.feet are 
not repaid bv water and power users. 

Repayment of Total power costs are sub-allocated among project use Same methodology as Same methodology as existing allocation. 
power costs and commercial power functions based on power existing allocation. 

generation and use analysis completed by Reclamation. 

Project use power costs are distributed in proportion to 
water deliveries to irrigation, M&I, and wildlife refuge 
uses. 

Reimbursable project use power costs associated with 
deliveries to wildlife refuges are distributed in proportion 
to repayment obligations for irrigation, M&I and 
commercial power customers. 

Repayment of Repayment responsibilities are apportioned based on the Same methodology as Same methodology as existing allocation. 
reimbursable fish repayment responsibilities associated with capital costs existing aliocation. 
and wildlife associated with the "causal" facility. CVPIA cost shares 
mitfa:ation costs set by Congress. 
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Exclude Certain Costs from Allocation 
The non-reimbursable CVP cost components and 
authorized deferred use discussed in Chapter III 
amount to more than $135 million and are excluded 
from the portion of the proportional alternative 
spreadsheet that calculates the joint cost allocation 
factors. In addition, the State share of San Luis Unit 
costs, totaling $224 million, was also excluded from 
that portion of the spreadsheet. In summary, the 
costs excluded are of the following types: 

• Federal share of Safety of Dams 
improvements 

• Archeology, highway improvement 

• Non-reimbursable IDC 

• Capitalized movable equipment 

• Buildings and service facilities 

• Authorized deferred use 

• State share of San Luis Unit 

Exempt Certain Costs from Allocation In 
the specific cost total used to allocate joint costs, it 
was considered inappropriate to include the costs of 
multi-purpose facilities constructed and allocated by 
the COE and transferred to Reclamation or the costs 
of facilities with previously fixed allocations. It was 
also considered inappropriate to include local 
distribution facilities that are subject to repayment 
contracts since these facilities are paid for by 
separate contracts and not included in the water and 
power rates that result from the allocation. Also 
distribution systems can be separated from main 
project f<J.cilities and could have been non-Federally 
financed. A total of approximately $1,123 million in 
costs was removed from the portion of the 
spreadsheet that calculates the joint cost allocation 
factors. A summary of features exempted is 
provided in Table N-2. 
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Create Specific Cost for Flood Control 
The removal of the costs of features shown above 
reduced the total of specific and joint costs to 
approximately $1,808 million, of which $623 million 
is considered joint costs and $1,185 million specific 
costs. No single-purpose CVP facilities have ever 
been constructed for flood control. Thus, although 
flood control is an authorized purpose of the CVP 
and significant flood control benefits are realized by 
the project, the Proportional Alternative would 
allocate no joint cost to this purpose. A similar 
problem also emerges for navigation and water 
quality, which are authorized purposes with no 
specific costs. 

As a means to recognize that flood control is an 
important authorized purpose of the CVP, an 
adjustment was made to the specific and joint costs 
described above. The reservation of dedicated 
space method was used to estimate the portion of 
total reservoir storage capacity that is reserved for 
flood control and therefore not available to all other 
purposes. A simplified approach was selected to 
minimize the effort required to calculate this cost. 
The specific costs for flood control in three 
reservoirs, Shasta, F olsorn, and Millerton, were 
calculated using a weighted-average factor based on 
the percent of total reservoir space reserved for 
flood control each month. The resulting factors 
were applied to the total costs for these facilities to 
create "specific" costs for flood control. In total, 
this approach shifted approximately $24 million from 
joint costs to specific costs for flood control, 
resulting in a total of $599 million in joint costs and 
$1,209 million in specific costs. Then the allocation 
of specific costs was used to determine the 
allocation of the joint costs. It is important to note 
that any changes over the life of the project in the 
space reserved for flood control would change the 
level of specific costs allocated to flood control and 
then the allocation of project joint costs. 
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TABLE IV-2 

FEATURES EXEMPT FROM PROPORTIONAL ALTERNATIVE 

FEATURE 

Items transferred by the COE 

• New Melones Dam, Reservoir and Powerplant 

• Black Butte Dam and Lake 

• COE Repayment Assumed 

Features Not Integral to the CVP 

• M&I Distribution Systems with Repayment 
Contracts 

• Irrigation Distribution Systems with Repayment 
Contracts 

• Western lnterties 

• San Felipe Division 

Facilities with Fixed Allocations 

• Los Banos Darn - Federal-Only Portion 

• Spring Creek Debris Dam . 

Contractors' Proposal 

In October 1999, the CVP water and power 
contractors jointly presented a proposed alternative 
to al1ocate CVP costs for consideration in this study. 
Upon review, Reclamation decided to include the 
proposal as an alternative. The Contractors' 
Proposal. as interpreted by Reclamation, is based on 
the existing cost allocation but contains two 
significant components that would alter the 
allocation and repayment of CVP costs. First, the 
proposal includes the use of a slightly revised 
version of Base I joint cost allocation factors 
calculated in the 1970 reallocation study rather than 
the factors calculated in the 1975 study. Second, 

REASON FOR EXEMPTION 

Multi-purpose projects with cost allocations and 
repayment obi igations detennined by the COE. 

The repayment contracts pertain to facilities that are 
paid for specifically by water districts and do not, 
therefore, affect water and power rates. Additionally, 
these facilities can be separated from main project 
features. The costs of the lnterties are repaid 
entirely by commercial power users. The San Felipe 
Division is out-of-basin and not an integral part of 
the water- and power-generating CVP. 

The allocation of the costs of the Federal share of 
Los Banos Detention Dam and Spring Creek Debris 
Dam were fixed prior to 1970. 

the proposal specifically takes into account the 
environmental re-operation of the CVP by creating 
an environmental water use account. 

Joint Cost Factors - As noted in Chapter II, 
the 1970 reallocation study separated the CVP into 
units, or bases, with each base allocated separately, 
and these allocations were summed to derive the 
allocation for the entire CVP. Base I consisted of 
the Trinity River, American River, Sacramento 
River, Friant, Shasta, and Delta Divisions. This 
practice was continued in the 1975 reallocation 
srudy. Table JV.3 shows the joint cost allocation 
factors for Base I. 
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TABLE IV-3 

COMPARISON OF JOINT COST ALLOCATION FACTORS FOR BASE I 
FACILITIES 

PURPOSE 1970 ALLOCATION 

Water Supply 0.54180 

Power 0.05630 

Fish and Wildlife 0.01920 

Flood Cootrol 0.36120 

Navigation 0.02150 

Recreation 0.0 

Water Quality o.o 

Total 1.00000 

Note: 
Totals may not be completely accurate due 10 rounding. 

The joint cost allocation factors for the 1970 
cost allocation have been revised slightly in the 
Contractors' Proposal. In the 1970 rea1location 
study, Friant Dam and Reservoir were treated in the 
same way as other Base I dams and reservoirs, with 
the result that some ofFriant's cost were allocated 
to power. Friant, however, has no power
generating facilities. In the 1975 reallocation study, 
Reclamation allocated costs for Friant Dam and 
Reservoir costs to water supply and flood control 
only. The contractors adopted this approach and 
prepared a new allocation for Friant, and • as a 
consequence, their version of the 1970 joint cost 
allocation factors differs slightly from the original. 
Hereafter, reference to the 1970 joint cost allocation 
factors in this report wil1 mean the revised set as 
presented in the Contractors, Proposal. 

As one can see from Table IV-3, the most 
significant difference between the 1975 and 1970 
joint cost allocation factors concerns power and 
flood control. The power factor increased to 21.8 
percent in 1975 from 5.9 percent in 1970 while 
flood control fell to 20.5 percent in 1975 from 35.5 
percent in 1970. In the 1970 study, the single
purpose power alternative was a fossil fuel 
powerplant while a nuclear powerplant was used in 

1970 ALLOCATION 
REVISED BY 

CONTRACTORS 1975 ALLOCATION 

0.54344 0.55790 

0.05883 0.21810 

0.02004 0.0 

0.35520 0.20490 

0.02249 0.01910 

o.o 0.0 

o.o 0.0 

1.00000 1.00000 

the 1975 study. Power values were provided by the 
Federal Power Commission. 

For both studies, the cost of the single-purpose 
power alternative was less than the value of power 
benefits and was used in the SCRB methodology as 
the justifiable expenditure. From the 1970 allocation 
to the to 1975 allocation, the justifiable expenditure 
for power more than doubled while the separable 
power cost, which is subtracted from the justifiable 
expenditure to obtain the remaining justifiable 
expenditure, increased by two-thirds. As a result 
the remaining justifiable expenditure for power 
increased significantly in comparison to that for 
other project purposes, and since the joint cost 
factors are based on the distribution of remaining 
justifiable expenditures among project purposes, the 
joint cost allocation factor for power increased 
significantly. The remaining justifiable expenditure 
for flood control actually fell slightly in 1975, and its 
joint cost allocation factor also fell. 

The Contractors' Proposal recommends use of 
the 1970 joint cost allocation factors for Base I for 
the following reasons. 
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1. The 1970 reallocation study is the last major 
allocation of the CVP. Although 
documentation for both the 1970 and 1975 
allocation studies is limited, the contractors' 
review of the 1970 study stated that its 
underlying assumptions are reasonable. 

2. From the contractors' perspective, the power 
assumptions used in 1970 study are more 
representative of power industry conditions 
existing throughout the 1970s than those used 
in the 1975 study, and the 1970 powerplant 
assumptions are more representative of 
subsequent periods after nuclear energy was 
no longer a viable energy resource when the 
period of spiraling energy prices, which 
characterized the mid-l970s, had ended. 

3. According to the Contractors' Proposal, the 
allocation of multi-purpose costs to flood 
control would be "properly restored to a 
reasonable and equitable level." Partial flood 
control studies of parts of the CVP since 1975 
have given a strong indication that flood 
control benefits are substantially understated, 
even for 1970. 

Environmental Water Use Account 
The Contractors' Proposal maintains that the 
authorized purposes of the CVP have been greatly 
expanded and that the project has undergone 
significant re--operation since completion of the 1975 
reallocation study. The accomplishments of the 
project have been altered dramatically as a result of 
legislation and policy decisions including the CVPIA, 
Endangered Species Act (ESA) listings, and Bay
Delta Plan. According to the proposal, the existing 
allocation method does not adequately reflect the 
significant new environmental benefits · that have 
been generated by the re-operation of the project and 
the associated enhancement and mitigation activities 
that have occurred. Also, the existing allocation 
method does not reflect the reduction in benefits 
accruing to water and power users. 

The Contractors' Proposal also contends that 
section 3406(a) of the CVPIA amended the Act of 
August 26, 1937, to establish the environment as a 
new project purpose. The new purpose was 
established to mitigate, protect, restore, and enhance 
the environment. As noted in Chapter II, although 

section 3406(b)(2) of the CVPIA dedicates 800,000 
acre-feet of CVP yield toward fish and wildlife 
activities, it is silent on the issue of cost 
sharing/allocation. By contrast, section 3406( d) of 
the act addresses water supplies for wildlife refuges 
and is much more specific regarding repayment of 
associated costs. Reclamation's Report on Refuge 
Water Supply Investigations, March 1989, on which 
the refuge water requirements in section 3406(d) are 
based, identifies water supplies known as Level I, 2, 
and 4. Level l supplies are a part of the larger Level 
2 and refer to water rights refuges already had at the 
time and water supplied pursuant to the Act of 
August 27, 1954. Level 2 supplies were then 
current average annual water deliveries to refuges 
while Level 4 was an increment of water beyond 
Level 2 needed to bring the refuges to optimum 
management. 

The first sentence of section 3406(d)(3), which 
addresses repayment of the costs of supplying water 
to the refuges, states that all costs associated with 
implementation of paragraph (I) of this subsection 
shall be reimbursable pursuant to existing law. 
Paragraph (1) deals with Level 2 refuge water 
supplies. The remainder of the subsection specifies 
that 75 percent of the cost of the increment from 
Level 2 to Level 4 will be Federal non-reimbursable 
and 25 percent be borne by the State. 
Reclamation's interpretation of section 3406(d)(3) 
treats the costs of Level l supplies as non
reimbursable while the costs of the remainder of 
Level 2 are reimbursable by water and power users. 
Reclamation considers it significant that Congress 
was specific in addressing the allocation of costs of 
refuge water supplies in the CVPIA, but made no 
mention of associating costs with the dedication of 
800,000 acre-feet of water or of allocation of such 
costs. 

To reflect the changes in re-operation of the 
CVP, the contractors propose including the 
environment as a new project function for the sub
allocation of costs allocated to water supply. Up to 
800,000 acre-feet of environmental water dedicated 
by section 3406(b)(2) of the CVPIA would be 
treated as an additional CVP water supply, and water 
supply costs would be assigned to it. As noted 
above, section 3406(b )(2) is silent on the issue of 
cost sharing/allocation. The Contractors' Proposal 
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would treat the repayment of costs associated with 
the environmental water similarly to the repayment 
requirements specified for many of the actions 
mandated in section 3406(b)(4)-(23) of the CVPIA. 
For many of these actions, 37.5 percent of the cost 

is to be repaid by water and power users, 37.5 
percent is a Federal non-reimbursable cost, and 25 
percent is to be repaid by the State. Thus from the 
point of view of water and power users, 62.5 
percent of these costs are non-reimbursable. The 
proposal would treat 37.5 percent of the costs 
associated with the environmental water account as 
reimbursable by water and power users, ·and the 
remaining 62.5 percent would be considered non
reimbursable. Since under Reclamation law the 
costs of fish and wildlife mitigation measures for 
recently constructed facilities are generally 
reimbursable, this cost sharing arrangement would 
be tantamount to treating 37.5 percent· of the 
environmental water as mitigation water and the 
remaining 62.5 percent as enhancement water. 

IV-14 

As illustrated in Figure N-1, from 1993 through 
2006, while Stage I of the CalFed environmental 
restoration actions are being completed, the quantity 
of environmental water would gradually increase 
each year on a schedule provided in the proposal. 
The proposal considers all of this water to be for 
mitigation, and the costs associated with it would be 
totally reimbursable. Beginning in 2007 when the 
proposal assumes that restoration actions would be 
complete, there would be a dramatic increase in 
environmental water use because enhancement 
would begin. The repayment of associated costs 
would be treated as 37.5 percent reimbursable 
(mitigation) and 62.5 percent non-reimbursable 
( enhancement). By the end of the CVP repayment 
period in 2030, the environmental water account 
would have increased to the full 800,000 acre-feet, 
with the costs associated with 300,000 acre-feet, 
representing 37.5 percent of the 800,000 acre-feet, 
repaid by water and power users and the remainder 
non-reimbursable. 

CVP Cost Allocation Study 
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Chapter IV Development of Alternatives 

Non· 
Reimbursable 

Environmental 
Enhancement 

{Non-Reimbursable) 

Distribute refuge water costs based on CVPIA
Specified Refuge Delivery Levels: 
Level 1 - Non-Reimbursable Federal 
Level 2 Increment - Reimbursable 

Non-Reimbursable 

Sub-allocate water supply costs based 
on deliveries to end users and 
environmental use of water dedicated 
by CVPIA Section 3406 (6)(2). 

Level 4 Increment - Non-Reimbursable (75% Federal, 25% State) 

Figure IV-1 
Repayment of Water Supply Costs 

in Contractors' Proposal 
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Chapter V 

COMPARISON OF ALTERNATIVES 

For the three alternatives considered in this 
study, this chapter presents the results of the 
allocation of costs to the seven authorized 
purposes of the CVP and then the detennination 
of repayment responsibilities. The 
computational process is described and results 
for key steps are provided. Results for the 
Proportional Alternative and the Contractors' 
Proposal are compared to those for the Existing 
AHocation. 

EXISTING ALLOCATION 

As described in Chapter III, the Existing 
Allocation is based on cost allocation factors 
developed in the 1975 cost reallocation study. 
That study, which was undertaken as an update 
to the 1970 reallocation study, utilized the 
SCRB method to develop separable and joint 
cost allocation factors for the multi-purpose 
facilities in the CVP. The allocation of multi
purpose features that were constructed by the 
COE and transferred to the CVP for financial 
integration and repayment was not modified 
from the COE allocation. Although Folsom 

Dam and Reservoir were constructed by the 
COE, these costs were allocated by Reclamation 
using the factors developed in the 1975 
reallocation study. 

To date the total cost of CVP plant-in
service facilities is approximately $3,290 million 
( 1999 CVP interim cost allocation annual 
update). This amount represents total non
indexed costs incurred since construction of 
CVP facilities began. Of this amount, a total of 
about $623 million (about 19 percent of total 
costs) represents joint costs of multi-purpose 
facilities that were constructed by Reclamation. 
Table V-1 identifies portions of this amount that 
are allocated using separable or joint cost 
allocation factors developed in the 1975 SCRB 
reallocation. This process was described in 
Chapter UL The remaining plant-in-service 
costs, amounting to more than $2.6 billion, 
represent costs of single-purpose facilities, costs 
not subject to allocation to one of the seven 
authorized purposes of the CVP, or costs of 
multi-purpose facilities for which the allocation 
of separable and joint costs was made by the 
COE. 

TABLE V-1 

COSTS ALLOCATED USING SEPARABLE AND 
JOINT COST ALLOCATION FACTORS 

ITEM 

Costs allocated usingjoint factors 

Costs allocated using separable factors 

TOTAL 

V-1 

$MILLION 

469.3 

153.5 

622.7 
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Total costs allocated to the seven authorized 
purposes of the CVP can be classified into three 
categories. These are costs of single-purpose 
facilities that are allocated in total to that 
purpose, costs of multi-purpose facilities that are 
allocated by Reclamation using factors from the 
1975 SCRB reallocation, and costs of COE
constructed facilities allocated by it. Table V-2 
summarizes the allocation of CVP plant-in
service costs as of September 30, 1999, to the 
seven authorized project purposes and also lists 
those costs not subject to allocation to these 
purposes. 

Repayment of allocated costs in the Existing 
Allocation is based on repayment criteria 
applicable to each project purpose. As described 
in Chapter III, costs allocated to water supply 
and power are sub-allocated to reimbursable and 
non-reimbursable functions based on the 
proportion of water delivered or power used in 
the delivery of water for specific functions. 
Water supply costs are sub-allocated based on 
the sum of historic and projected water 
deliveries to irrigation and M&I water users and 
to wildlife refitges. Power costs are first sub
allocated between project use and commercial 
power functions based on a power generation. 

TABLE V-2 

ALLOCATION OF PROJECT COSTS IN THE 
EXISTING ALLOCATION 

Cost 
ITEM tSMillionl 

Project Purposes 

Water Supply 1,790.8 

Power 665.1 

Fish and Wildlife 263.4 

Recreation 69.1 

Flood Control 138.0 

Navigation 5.8 

Water Quality Improvement 5.5 

Subtotal 2,937.7 

Other Authorized Costs 

Authorized deferred use 56.9 

Archeological, cultural, historical 4.1 

Highway improvement 14.7 

Non-reimbursable JDC 27.2 

Safety of dams 25.6 

State Share of San Luis 224.I 

Subtotal 352.6 

TOTAL 3,290.2 

Notes: 
Results based on the 1999 CVP lnteri~ Cost Allocation Annual Update, 

Costs for multi•purpose facili1ies allocated using factors derived from 1975 
reallocation study. 

Tot,.fs mav not be comnletelv accurate due to roundin~. 
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Chapter V - Comparison of'Alternatives 

and use study completed by Reclamation. Then, 
costs associated with project use power are 
further sub-allocated to irrigation, M&I and 
wildlife refuges based on energy requirements 
associated with water deliveries to these entities. 
Table V-3 summarizes total repayment 
responsibilities for plant-in-service costs in the 
Existing Allocation. 

As described above and in Chapter III, with 
the exception of M&I and irrigation fixed 
obligation repayment contracts, the repayment 
responsibility of M&I water users and irrigation 
water users is collected by Reclamation in the 
water rates it charges its water contractors. The 
repayment responsibility of commercial power 
customers is collected by Western in the power 
rates it charges preference power customers. 
These repayment responsibilities represent costs 

of facilities for water storage, water conveyance 
and pumping, power generation, and power 
transmission, and costs for other related system
wide facilities that are allocated to the water 
supply and power purposes. Water rates are 
based, in part, on the type of services utilized in 
storing and conveying water to each water user. 
For example, the rate for water that is stored in a 
CVP reservoir and then directly diverted by a 
water contractor from the stream below the 
reservoir would be lower than the rate for water 
that is stored in the same reservoir but also 
conveyed through a CVP canal and lifted for 
delivery to a water contractor by CVP pumping 
plants. The final step in the cost allocation 
process is the determination of costs associated 
with the water rate components that make up the 
repayment responsibility of M&I and irrigation 
water users. 

TABLEV-3 

REPAYMENT RESPONSIBILITIES IN 
THE EXISTING ALLOCATION 

Cost 
REPAYMENT ENTITY 

M&I Water Users 436.5 

Irrigation Water Users 1,476.2 

Commercial Power Customers 568.8 

State of California and Local Governments 244.5 

Federal Non-reimbursable 564.1 

TOTAL 3,290.2 
Notes: 

Results based on the 1999 CVP Interim Cost Allocation Annual Update. 

Costs for multi-purpose facilities allocated using factors derived from 1975 reallocation study. 

Totals may not be completely accurate due to rounding. 

Table V-4 shows total costs associated with 
the water rate components for M&I and 
irrigation water contractors for the Existing 
Allocation. The rate component .. Other" 

V-3 

represents reimbursable costs of facilities 
considered environmental mitigation for the 
CVP as a whole rather than mitigation for a 
specific facility and is applied to all CVP M&I 
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and Irrigation water contractors. As explained 
in Chapter III, if an environmental mitigation 
facility can be associated with a specific facility, 
such as the Coleman National Fish Hatchery 
mitigating for Shasta and Keswick Dams, its 
repayment obligation would be classified in the 
same rate component as the facility it is 
mitigating. For project-wide mitigation 
measures, such as the Trinity River Restoration 
Program, repayment obligations are classified as 
"Other" and included in all CVP water 
contractors' rates. The amounts shown as 
repayment contracts are fixed repayment 
obligations of M&I and irrigation water 
contractors for water distribution systems and do 
not enter into the determination of water rates. 

PROPORTIONAL ALTERNATIVE 

The Proportional Alternative differs from 
the Existing Allocation in the allocation of joint 
costs. In the Proportional Alternative, the 
allocation of the $623 million of joint costs 
shown in Table V-1 is made in proportion to the 

allocation of specific costs, which are the costs 
of single-purpose features. As described in 
Chapter IV, the derivation of joint cost 
allocation factors requires careful consideration 
of the nature of costs in the CVP cost allocation. 
Chapter IV describes approximately $359 
million in costs that are excluded from this 
calculation because they are non-reimbursable 
expenditures, many of which are not allocated to 
one of the seven authorized project purposes. In 
addition, a second group of costs are exempt 
from this process because they represent costs of 
facilities that do not affect water and power 
rates, or because they are associated with 
features that were allocated by the COE, or 
because their allocation has been fixed prior to 
the 1975 reallocation study. The San Felipe 
Division is included in this group because it is 
out-of-basin, does not contribute to the water
and power-generating capacity of the CVP, and 
its costs are the repayment responsibility of the 
two out-of•basin contractors in the San Felipe 
Division. 

TABLE V-4 

WATER RATE COMPONENTS IN THE EXISTING ALLOCATION 

REPAYMENT 
RESPONSIBILITY OF M&I 

WATER USERS 
RATE COMPONENT {$Million) 

Stora2e 75.6 
Conveyance 286.4 
Conveyance Pumping 3.1 
Direct Pumoing 39.2 
Other 8.3 
Project Use Power 17.5 
San Luis Drain 0.0 

Subtotal Used in Setting Rates 430.2 

Repayment Contracts for 
6.4 

Distribution Systems 

TOTAL 436.5 

Notes: 
Results based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals may not be completely accurate due to rounding. 

V-4 

REPAYMENT 
RESPONSIBILITY OF 
IRRIGATION WATER 

USERS 
($Million) 
34L5 
471.3 

45.6 
107.0 
40.4 

109.5 
46.5 

1,161.8 

314.4 

1,476.2 

CVP Cost Allocation Study 
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The removal of the above-described costs 
reduces the total of specific and joint costs to 
approximately $1,808 million, of which about 
$623 million is considered joint costs and 
$1, l 85 million is considered specific costs. As 
explained in Chapter IV, the allocation of 
specific costs based on this distribution would 
result in no allocation to flood control because 
no single-purpose CVP facilities have ever been 
developed for flood control. To address this 
deficiency, a "specific" cost for flood control 
was estimated based on proportional flood 
control storage in reservoirs authorized and 
operated for flood control. This adjustment 
creates a specific cost of about $24 million for 

flood control and raises the total specific cost to 
$1,209 million and decreases total joint costs to 
$599 million. A summary of total specific costs 
and the calculated joint cost allocation factors 
for the Proportional Altemati ve is presented in 
Table V-5. 

The joint cost allocation factors shown in 
Table V-5 are applied to the $599 million of 
joint costs. Allocated joint costs are added to (a) 
the specific costs listed in Table V-5 and (b) the 
excluded and exempt costs to develop the 
allocation of total costs. Table V-6 summarizes 
total plant-in-service costs allocated to the 
authorized project purposes and other authorized 
costs in the Proportional Alternative. 

TABLEV-5 

SPECIFIC COSTS AND JOINT COST ALLOCATION FACTORS IN THE 
PROPORTIONAL ALTERNATIVE 

TOTAL SPECIFIC COST 
PROJECT PURPOSE t$MILUON) 

Water Supply 725.8 

Power 365.3 

Flood Control 24.0 

Fish and Wildlife 83.4 

Recreation 10.4 

Navigation 0.0 

Water Quality 0.0 

TOTAL 1,208.9 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals mav not be comnlet,,.iv accurate due to roundirH!. 

V-5 

JOINT ALLOCATION FACTOR 
IN PROPORTIONAL 

Al TERNATIVE 

0.60036 

0.30215 

0.01983 

0.06902 

0.00864 

0.0 

0.0 

l.00000 
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TABLE V-6 

ALLOCATION OF PROJECT COSTS IN THE 
PROPORTIONAL ALTERNATIVE 

Cost 
ITEM ($Million\ 

Project Purpose 

Water Supply 1,888.5 

Power 707.4 

Fish and Wildlife 170.9 

Recreation 69.4 

Flood Control 95.7 

Navigation 0.0 

Water Quality Improvement 5.5 

Subtotal 2,937.6 

Other Authorized Costs 

Authorized deferred use 56.9 

Archeological, cultural, historical 4.1 

Highway improvement 14.7 

Non-reimbursable IDC 27.0 

Safety of dams 25.6 

State Share of San Luis 224.l 

Subtotal 352.6 

TOTAL 3,290.2 

Notes: 

Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals may not be completely accurate due to rounding. 

The calculation of repayment 
responsibilities in the Proportional Alternative is 
based on the same process described for the 
Existing Allocation. The sub-allocation of water 
supply costs is based on the same water delivery 
assumptions as in the Existing Allocation, and 
the sub-allocation of power costs is based on the 
same power generation and use study results as 

the Existing Allocation. Table V-7 summarizes 
total repayment responsibilities for plant-in
service costs in the Proportional Alternative, and 
Table V-8 shows the total costs associated with 
the water rate components for M&I and 
irrigation water contractors for the Proportional 
Alternative. 

V-6 CVP Cost A.llocation Study 
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TABLE V-7 

REPAYMENT RESPONSIBILITIES IN THE 
PROPORTIONAL ALTERNATIVE 

b Water Users 

Cost 
ENT ENTITY 

.... 

435.5 

Irri2ation Water Users 1,503.8 

Commercial Power Customers 581.1 

State of California and Local Governments 245.l 

Federal Non-reimbursable 524.7 

TOTAL 3,290.2 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals may not be completely accurate due to rounding. 

TABLEV-8 

WATER RATE COMPONENTS IN THE PROPORTIONAL ALTERNATIVE 

REPAYMENT 
REPAYMENT RESPONSIBILITY OF 

RESPONSIBILITY OF IRRIGATION WATER 
M&I WATER USERS USERS 

RATE COMPONENT ($MILLION) ($MILLION} 

71.4 383.8 
Conveyance 286.4 445.6 
Convevance Pumoiniz 3.1 45.6 
Direct Pumping 39.2 107.0 
Other 11.2 49.l 
Proiect Use Power 17.8 111.9 
San Luis Drain 0.0 46.5 

Subtotal Used in Settine Rates 429.t 1,189.4 
Repayment Contracts for 6.4 314.4 
Distribution Systems 

TOTAL 435.S 1,503.8 

Notes: 
Costs based on the l 999 CVP Interim Cost Allocation Annual Update. 

Totals mav not be comoletelv accurate due to roundin2'. 
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CONTRACTORS' PROPOSAL 
The Contractors' Proposal differs from the 

Existing Allocation in two ways. First, the 
factors used to allocate joint costs are based on 
results from the 1970 reallocation study rather 
than results from the 1975 reallocation study. 
Second, the sub-allocation of water supply costs 
assumes uses of CVP[A-dedicated water for 
environmental purposes to be additional end 
uses of CVP water and combines these amounts 
with historical and projected deliveries to M&I 
and irrigation contractors and wildlife refuges. 

The primary differences between the 1975 
and the 1970 joint cost allocation factors are 
evident in the power and flood control purposes. 
Changing from the 1975 to the 1970 factors 
would reduce the power joint cost allocation 
factor from nearly 22 percent to less than 6 
percent and would increase the flood control 
joint cost allocation factor from about 20 percent 
to nearly 36 percent. A comparison of joint cost 
allocation factors for the 1970 and 1975 
reallocation studies is provided in Table V-9. 
Total allocated costs for the Contractors' 
Proposal are summarized in Table V-l 0. 

TABLE V-9 

COMPARISON OF JOINT COST ALLOCATION FACTORS 

1970 ALLOCATION 
REVISED BY 

PURPOSE CONTRACTORS 
Water Supply 0.54344 

Power 0.05883 

Fislt and Wildlife 0.02004 

Flood Control 0.35520 

Navigation 0.02249 

Recreation 0.0 

Water Quality 0.0 

TOTAL l.00000 

Totals may not be completely accurate due to rounding. 

V-8 

1975 ALLOCATION 

0.55790 

0.2I8IO 

0.0 

0.20490 

0.01910 

0.0 

0.0 

1.00000 
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TABLE V-10 

ALLOCATION OF PROJECT COSTS IN THE 
CONTRACTORS' PROPOSAL 

COST 
ITEM ($MILLION} 

Project Purpose 

Water Supply 1,787.8 

Power 616.6 

Fish and Wildlife 269.4 

Recreation 69.l 

Flood Control 182.5 

Navigation 6.8 

Water Quality Improvement 5.5 

Subtotal 2,937.7 

Other Authorized Costs 

Authorized deferred use 56.9 

Archeological, cultural, historical 4.1 

Highway improvement 14.7 

Non-reimbursable lDC 27.2 

Safety of dams 25.6 

State Share of San Luis 224.1 

Subtotal 352.6 

TOTAL 3,290.2 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Costs for multi-purpose facilities allocated using factors derived from 
1970 re-allocation study as revised by Contractors. 

Totals may not be completely accurate due to rounding. 

The calculation of repayment 
responsibilities in the Contractors' Proposal is 
based on the same process described for the 
existing allocation. The sub-allocation of water 
supply costs, however, is based on assumed end 
uses of CVPIA-dedicated water as well as 
historical and projected deliveries for M&I, 

V-9 

irrigation, and wildlife refuges. Table V- I l 
summarizes total repayment responsibilities for 
plant-in-service costs in the Contractors' 
Proposal, and Table V-12 shows the total costs 
associated with the water rate components for 
M&I and irrigation water contractors for the 
Contractors' Proposal. 
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TABLE V-11 

REPAYMENT RESPONSIBILITIES IN THE 
CONTRACTORS' PROPOSAL 

REPAYMENT ENTITY 
M&I Water Users 

Irrigation Water Users 

Commercial Power Customers 

State of California and Local Governments 

Federal Non-reimbursable 

TOTAL 

Notes: 
Costs based on the l 999 CVP Interim Cost Allocation Annual Update. 

COST 
-

434.6 

1,443.4 

533.0 

244.3 

634.9 

3,290.2 

Costs for multi-purpose facilities allocated using factors derived from 1970 re-allocation study 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
Ii 

as revised by Contractors. 

Totals mav not be comoletelv accurate due to roundinl!. 
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Chapter V - Comparison of Alternatives 

TABLEV-12 

WATER RATE COMPONENTS IN THE 
CONTRACTORS' PROPOSAL 

REPAYMENT 
REPAYMENT RESPONSIBILITY OF 

RESPONSIBILITY OF IRRIGATION WATER 
M&I WATER USERS USERS 

RATE COMPONENT ($MILLION) ($MILLION) 

Storage 73.3 327.3 

Conveyance 286.0 459.0 

Conveyance Pumping 3.0 43.9 

Direct Pumping 39.2 107.0 

Other 10.3 44.8 

Project Use Power 16.5 100.6 

San Luis Drain 0.0 46.5 

Subtotal Used in Settin2 Rates 428.3 1,129.0 
Repayment Contracts for 

6.4 314.4 
Distribution Svstems 

TOTAL 434.6 1,443.4 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Costs for multi-purpose facilities allocated using factors derived from 1970 re-allocation study as 
revised by Contractors. 

Totals mav not be comnletelv accurate due to roundiniz. 
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SUMMARY OF RESULTS 
Table V-13 provides a summary of total 

costs allocated to each project purpose for the 
Existing Allocation, Proportional Alternative, 

and Contractors' Proposal. For the latter two 
alternatives differences from the Existing 
Allocation are also shown for ease of 
comparison. 

TABLE V-13 

SUMMARY OF TOTAL ALLOCATED COSTS FOR ALL 
ALTERNATIVES 

($ MILLION) 

EXISTING PROPORTIONAL 
ITEM ALLOCATION ALTERNATIVE 

CHANGE 
TOTAL FROM 

TOTAL COST COST EXISTING 
Project Purpose 

Water Supply 1,790.8 1,888.7 97.9 

Power 665.1 707.4 42.3 
Fish and Wildlife 263.4 170.9 -92.5 

Recreation 69.l 69.4 0.3 

Flood Control 138.0 95.8 -42.3 

Navigation 5.8 0.0 -5.8 
Water Quality 

5.5 5.5 0.0 Improvement 
Subtotal 2.937.6 2,937.6 o.o 

Other Authorized 
Costs 
Authorized deferred 

56.9 56.9 0.0 use 
Archeological, 

4.1 4.1 0.0 cultural. historical 
Highway 

14.7 14.7 0.0 improvement 
Non-reimbursable 

27.2 27.2 0.0 JDC 
Safety of dams 25.6 25.6 0.0 
State Share of San 

224.1 224.l 0.0 Luis 
Subtotal 352.6 352.6 0.0 

TOTAL 3,290.2 3,290.2 0.0 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals mav not be comoletelv accurate due to roundine. 

V-12 

CONTRACTORS' 
PROPOSAL 

CHANGE 
TOTAL FROM 
COST EXISTING 

1,787.8 -3.0 

616.6 -48.6 

269.4 6.0 

69.1 0.0 

182.5 44.5 

6.8 LO 

5.5 0.0 

2,937.6 o.o 

56.9 0.0 

4.1 0.0 

14.7 0.0 

27.2 0.0 

25.6 0.0 

224.1 0.0 

352.6 0.0 

3,290.2 0.0 
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Chapter V - Comparison of Alternatives 

Table V-14 summarizes total repayment 
responsibilities for the three alternatives. This 
table shows that the repayment responsibility for 
M&I water users in the Proportional Alternative 
and Contractors' Proposal would change vecy 
little from that in the Existing Allocation. 
Compared to the Existing Allocation, the total 
irrigation repayment responsibility would 
increase in the Proportional Alternative and 
would decrease by a somewhat larger amount in 
the Contractors' Proposal. Similarly, total 
commercial power repayment responsibility 
increases in the Proportional Alternative and 
decreases by a larger amount in the Contractors' 
Proposal. 

The total repayment obligations by the State 
and local governments in the Proportional 
Alternative and Contractors' Proposal would be 
nearly the same those as in the Existing 
Allocation. The changes in reimbursable 
repayment obligations for water and power users 
would be offset by changes in Federal non
reimbursable costs. In the Proportional 
Alternative, Federal non-reimbursable costs 
would decrease by somewhat more than $39 
million while in the Contractors' Proposal 
Federal non-reimbursable costs would increase 
by nearly $7 l million. 

TABLE V-14 

SUMMARY OF REPAYMENT RESPONSIBILITIES IN ALL 
ALTERNATIVES 

($MILLION) 

REPAYMENT EXISTING PROPORTIONAL 
ENTITY ALLOCATION ALTERNATIVE 

CHANGE 
TOTAL FROM 

TOTAL COST COST EXISTING 
M&l Water Users 436.5 435.5 -1.0 

Irrigation Water 
1,476.2 1,503.8 27.6 

Users 
Commercial Power 

568.8 581.l 12.3 
Customers 
State of California 
and Local 244.5 245.l 0.6 
Governments 
Federal Non-

564.1 524.7 -39.4 
reimbursable 

TOTAL 3,290.2 3,290.2 0.0 

Notes: 
Costs based on the 1999 CVP Jnterim Cost Allocation Annual Update. 

Totals mav not be comnletelv accurate d11e to rr.un.-lin11. 

y .. 13 

CONTRACTORS' 
PROPOSAL 

CHANGE 
TOTAL FROM 
COST EXISTING 

434.6 -1.9 

1,443.4 -32.8 

533.0 -35.8 

244.3 -0.2 

634.9 70.8 

3,290.2 0.0 
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The changes in water supply repayment 
responsibilities shown on Table V-14 are 
reflected in changes in costs associated with the 
M&I and irrigation rate components. As shown 
in Table V-15, costs for the M&I water rate 
components in both the Proportional and 
Contractors' Proposal are very similar to the 
Existing Allocation, with minor changes in the 
"Storage," "Other," and "Project Use Power" 

components. Table V-16 shows that changes in 
costs for the irrigation water rate components in 
both the Proportional Alternative and 
Contractors' Proposal relate primarily to 
changes in the "Storage" and "Conveyance" 
components, with limited changes to the "Other" 
and "Project Use Power" components. 

TABLE V-15 

SUMMARY OF M&I RATE COMPONENTS IN ALL 
ALTERNATIVES 

($ MILLION) 

RATE EXISTING PROPORTIONAL 
COMPONENT ALLOCATION ALTERNATIVE 

CHANGE 
TOTAL FROM 

COST COST EXISTING 
Storage 75.6 71.4 -42 

Conveyance 286.4 286.4 0.0 

Conveyance Pumping 3.1 3. l o.o 
Direct Pumping 39,2 39.2 0.0 

Other 8.3 11.2 2.9 

Project Use Power l 7.5 l 7.8 0.3 

San Luis Drain 0.0 0.0 0.0 

Subtotal Used in 
430.2 429.1 -1.0 Setting Rates 

Repayment Contracts 
for Distribution 6.4 6.4 0.0 
Systems 

TOTAL 436.5 435.5 -t.O 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals mav not be comnletelv accurate due to rounding 

V-14· 

CONTRACTORS' 
PROPOSAL 

CHANGE 
TOTAL FROM 
COST EXISTING 

73.3 ~ 
ll 

286,0 -
3.0 -0, I 

39.2 0.0 

10.3 2.0 

16.5 -1.0 

0.0 0.0 

428.3 -1.9 

6.4 0.0 

434.6 -1.9 
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Chapter V - Comparison ofAlternatives 

TABLEV-16 

SUMMARY OF IRRIGATION RATE COMPONENTS IN ALL 
ALTERNATIVES 

($ MILLION) 

RATE EXISTING PROPORTIONAL CONTRACTORS' 
COMPONENT ALLOCATION ALTERNATIVE PROPOSAL 

CHANGE CHANGE 
TOTAL FROM TOTAL FROM 

COST COST EXISTING COST EXISTING 

torage 341.5 383.8 42.3 327.3 -14.2 

Conveyance 471.3 445.6 -25.7 459.0 -12.4 

Conveyance Pumping 45.6 45.6 0.0 43.9 -1.7 

Direct Pumping l07.0 l07.0 0.0 107.0 0.0 

Other 40.4 49.l 8.6 44.8 4.4 

Project Use Power 109.5 111.9 2.4 100.6 -9.0 

San Luis Drain 46.5 46.5 0.0 46.5 0.0 

Subtotal Used in 
1,161.8 1,189.4 27.6 1,129.0 -32.8 

Setting Rates 

Repayment Contracts 
for Distribution 314.4 314.4 0.0 314.4 0.0 
Systems 

TOTAL 1,476.2 1,503.8 27.6 1,443.4 -32.8 

Notes: 
Costs based on the 1999 CVP Interim Cost Allocation Annual Update. 

Totals mav not be comoletelv accurate due to roundine. 

Consistent with the relatively small changes 
in the M&I water users repayment responsibility 
shown in Table V-14, it can be seen from Table 
V-15 that the changes in costs associated with 
the M&I water rate components are relatively 
minor. From Table V • 16, it can be seen that 
costs associated with the irrigation water rate 
components either do not change or increase for 
the Proportional Alternative, with one exception, 
and either do not change or decrease for the 
Contractors' Proposai again with one exception. 
The entire reduction of almost $26 million in the 
"Conveyance" component of the Proportional 
Alternative results from the change in the 

V-15 

allocation factors for the Tehama-Colusa Canal, 
with a cost of $81 million, and Tehama-Colusa 
Canal Fish Facilities, with a cost $43 million. 
Both facilities are classified as "Conveyance" 
for ratesetting purposes. In the Existing 
Allocation, the costs of these facilities are 
allocated using separable cost factors from the 
1975 reallocation, and therefore these costs are 
considered joint costs in the Proportional 
Alternative. In the Existing Allocation, some 93 
percent of the cost of the canal and 13 percent of 
the cost of the fish facilities are the repayment 
responsibility of irrigation. In the Proportional 
Alternative, on the other hand, only about 42 

CVP Cost Allocation Study 
Final Report - May 100 I 

GOV0000672 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 322 of 597



Appx0320

Chapter V- Comparison ofA/ternaiives 

percent of the cost of the canal and 48 percent of 
the cost of the fish facilities are the repayment 
responsibility of irrigation. The net effect of 
these two changes is a reduction in the irrigation 
repayment responsibility of nearly $26 million. 

The "Other" component for both M&I and 
irrigation in the Contractors' Proposal increases 

V-16 

because the environmental water account 
includes an element that would he considered 
mitigation. It would be entirely reimbursable 
and appears in this table for ratesetting purposes 
in the "Other" component. 

CVP Cost Allocalion Study 
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Chapter VI 

EVALUATION OF ALTERNATIVES 

As previously discussed in Chapter II, the 
issue of CVP cost allocation was the subject of a 
special study completed in the 1940s while the 
first stages of the project were still under 
construction. In that study, which was never 
officially sanctioned, a combination of methods 
was used to allocate CVP costs. In completing 
the first official allocation of CVP costs in 1946, 
Reclamation also faced the issue of selecting a 
cost allocation method from among competing 
methods and utilized two different approaches -
AJE and use of facilities - and averaged the 
results. 

According to Document No. 146, 80th 
Congress, l st Session, in which the 1946 
allocation performed by Reclamation was 
published, the AJE and use of facilities were the 
two methods for which a reasonable claim to 
validity existed in application to the costs of the 
CVP. That the two methods produced results 
with few differences was accepted as proof of 
the approximate validity of each. Since it was 
thought that there was no sure way to choose 
between them, the final result was an average of 
the two. 

As noted in Chapter II, the issue of the 
appropriate allocation method for use in Federal 
water resource projects was the subject of 
several investigations in the early 1950s, and in 
1954, the COE, the Federal Power Commission, 
and the Department of the Interior announced 
that they would all consistently employ the same 
approach for cost allocations. The SCRB was 
considered preferable. but the AJE and use of 
facilities methods would also be permitted under 
special circumstances. Beginning with the first 
reallocation of CVP costs in 1956 and extending 
through the most recent reallocation study in 
1975, Reclamation has followed this policy and 
used the SCRB method. 

Vl-1 

As a result, the allocation method applied to 
the CVP has become accepted as well as the 
water rates that stem from it. Although the 
various reallocation studies since that time 
utilized new data on benefits and costs and new 
facilities were included as construction was 
completed, the allocation method itself was 
never re-examined. In this cost allocation study, 
however, the appropriateness of the existing cost 
allocation has been raised as an issue. As 
described in Chapter IV, it is being addressed 
through the development of two new alternative 
allocation methods and the selection of one of 
them or the existing method as the 
recommended alternative. 

In the sections that follow, criteria by which 
to evaluate alternative allocation methods are 
developed and applied to the alternatives. A 
recommended alternative is selected. 

EVALUATION CRITERIA 
During this study Reclamation has consulted 

several sources for guidance on criteria to be 
used to evaluate the cost allocation alternatives. 
Discussions with staff in other Reclamation 
regions, publicly owned utilities, and water 
districts confirmed that a cost allocation method 
is typically selected and usually applied during 
the planning phase of a project. For 
Reclamation the SCRB continues to be the 
preferred method for any new projects and the 
Commissioner's office approval must be 
obtained to use an alternative method. Major 
changes in cost allocation methodology are 
generally not contemplated following 
completion and long-term operation of major 
project features. As a result of the early cost 
allocations made for the CVP, different user 
groups were assigned a share of project costs. 
Long-term water and power contracts, and water 
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user expectations, are generally based on the 
original allocation of costs and on that same 
method being used to allocate additional costs. 
As additional costs are incurred by a project, 
such as major repairs or rehabilitation of existing 
facilities or additional facilities, there is likely an 
expectation and understanding that such 
additional costs will be treated in a similar 
manner unless otherwise specified in legislation. 
Usually, these periodic updates of the cost 
reallocation apply techniques similar to those 
used in previous cost allocations of the same 
project, and the issue of alternative methods is 
not raised. Thus, little if any, previous 
experience in developing evaluation criteria for 
the reallocation of major water projects is 
available for consideration. 

The circumstances involved in this cost 
allocation study also differ from those typically 
encountered in cost allocation studies, which are 
conducted during project planning and 
development. At the start of project planning, 
no allocation exists, and the problem is that of 
developing one, including choice of the 
appropriate allocation method. For this study, 
an allocation does exist so that the relevant 
question is whether one or both of the alternative 
allocation methods presented in Chapter IV have 
characteristics that provide a compelling reason 
to change the existing method. The evaluation 
criteria applied in this study were fonnulated to 
address that question, and if the answer were 
affirmative for both alternatives, to provide 
guidance in the selection of one of them as the 
recommended method. The criteria were 
applied to determine whether the alternatives 
met the basic requirements for an interim cost 
allocation and to highlight differences between 
the existing allocation method and the 
alternatives. A surnmai:y of evaluation criteria is 
provided in Table VI-I. 

APPLICATION OF EVALUATION 
CRITERIA TO ALTERNATIVES 

The criteria described in Table VI-1 form 
the basis to evaluate the advantages and 
disadvantages of the existing allocation and the 
two alternatives considered in this study. The 
following sections describe the application of 

VI-2 

the evaluation criteria to the alternatives and 
their ability to meet the criteria. For each 
criterion alternatives are assigned an evaluation 
rating of "meets," "does not meet," or "partially 
meets" depending on the degree to which the 
criterion is met by the alternative. 

Criterion l - Allocate Joint Costs Based on 
Project Benefits 

A benefits-based allocation method links the 
allocation of costs and repayment responsibility 
of an entity to the level of accomplishments or 
services received by that entity. This approach 
is consistent with guidance applicable to Federal 
water projects across agencies, as referenced 
earlier. 

As described Chapter III, the Existing 
Allocation uses joint cost allocation factors that 
were developed using the SCRB method in 
1975. The 1975 reallocation study was prepared 
as a "short form" allocation that was based on 
the major 1970 reallocation, and the joint cost 
allocation factors from the 1975 study have been 
in use for nearly 25 years. These factors were 
established based on consideration of project 
benefits and costs for single purpose 
alternatives. Therefore, the Existing Allocation 
is assigned an evaluation of "meets" this 
criterion. 

The Proportional Alternative allocates joint 
costs in proportion to the allocation of spe~ific 
costs among project purposes, not on the basis of 
project benefits. Therefore, it is assigned an 
evaluation of"does not meet" this criterion. 

The Contractors' Proposal recommends use 
of the joint cost factors from the 1970 
reallocation study rather than those from the 
1975 study, which are used in the Existing 
Allocation. Issues raised by the Contractors' 
Proposal concerning the use of the 1975 factors 
focus on the formulation of the single~purpose 
power alternative and the treatment of flood 
control benefits. 
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Chapter VI - Evaluation ofAltematives 

l. Allocate joint 
costs based on 
project benefits. 

2. Adjust repayment 
in response to 
changes in project 
operations. 

3. Apply accepted 
cost allocation 
standards. 

4. Consistency with 
past methods to 
allocate CVP 
costs and 
potential 
suitability for use 
in the final 
allocation. 

5. Consistency with 
applicable laws, 
regulations, and 
Reclamation cost 
allocation 

uidance. 
6. Adaptive and able 

to accept new 
project features. 

7. Simplify the cost 
allocation process 
and allocation of 
joint costs. 

8. Implementation 
process 

TABLE Vl-1 

CRITERIA TO EVALUATE 
COST ALLOCATION ALTERNATIVES 

DISCUSSION 

The allocation of joint costs for multi-purpose projects should be based on a 
methodology that quantifies benefits for each purpose. This approach is consistent 
with guidance applicable to Federal water projects across agencies- guidance that 
identi fled the SCRB as the preferred method for the allocation of joint costs. 
Alternatives that allocate joint costs based on benefits would be ranked higher than 
alternatives that do not allocate joint costs based on benefits. 

This criterion evaluates the ability of an alternative to reflect changes in repayment in 
response to changes in project operations. Alternatives that adjust repayment in 
response to changes in water system operations would be ranked higher than 
alternatives that do not 

The selected cost allocation alternative should utilize accepted cost allocation 
standards. Alternatives that apply accepted cost allocation standards would be 
ranked higher than alternatives that do not. 

This criterion is intended io identify potential effects of adopting an interim 
allocation that would cause abrupt changes in repayment responsibility that may be 
reversed at some future time. This criterion also considers the potential application 
of a method for the final cost allocation. Methods that are more consistent with past 
allocations or less likely to cause abrupt changes would be ranked higher than those 
that do not. 

The selected method should comply with all governing laws and regulations 
regarding cost allocation for Reclamation projects in general and for the CVP in 
particular. Alternatives that comply with laws and regulations, and are consistent 
with Reclamation cost allocation guidance will be ranked higher than alternatives 
that do not. 

The CVP has not yet been deemed complete and additional project features are 
likely. As new project features are added, their costs must be allocated among 
project purposes. 

This criterion evaluates the effects that the costs of new project facilities would have 
upon the allocation of existing facilities. Alternatives that allow the addition of 
facilities that have new costs that are specific to only a single feature or features 
without leading to the reallocation of existing joint costs would be ranked higher. 

This study is being undertaken, in part, in response to a GAO recommendation that 
the cost allocation process be simplified and streamlined. This criterion assesses 
whether an alternative would result in more streamlined updates than the allocation 
process in place at the time of the GAO review. 

The selected alternative will be forwarded to the GAO. Some alternatives may 
require Congressional approval before implementation. This criterion describes the 
approval process that would be required for each alternative and is provided for 
information purposes. Since the implementation process is determined by existing 
laws and policies, no weight is assigned to this criterion. 
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In the 1970 study, a fossil fuel powerplant 
was used as the single-purpose alternative while 
the 1975 study used a nuclear plant. In both 
studies the Federal Power Commission provided 
energy and capacity values. The Contractors' 
Proposal notes that Reclamation's choice of 
nuclear power as the single-purpose alternative, 
in part, led to these changes in the values of the 
joint cost factors, particularly those for power 
and flood control. The single-purpose 
alternative should represent the most likely 
alternative that would have been constructed in 
the absence of a Federal hydropower project, 
and at the time the 1975 study was prepared, 
nuclear power was viewed as a viable power 
source. The Contractors' Proposal recognizes 
this situation. However, the proposal goes on to 
point out that events in the power field did not 
develop as assumed in the allocation study. 
Nevertheless, at the time of the study, nuclear 
power was considered viable. All energy costs 
were increasing in the early l 970s, including 
those of fossil fuels, so that it was to be expected 
that the cost of the single-purpose power 
alternative in the 1975 reallocation would be 
considerably greater than that used in the 1970 
reallocation. This would serve to increase the 
joint cost allocation for power regardless of the 
nature of the single-purpose alternative used in 
the 1975 reallocation study. As described in 
Chapter IV, the justifiable expenditure for power 
more than doubled from the 1970 to 1975 study 
while the separable cost increased about two
thirds. The result was a significant increase in 
the remaining justifiable expenditure for power 
with a slight decline in the justifiable 
expenditure for flood control. Accordingly, the 
joint cost allocation for power increased and that 
for flood control fell somewhat while the joint 
factors for other project purposes experienced 
relatively minor changes. 

Only a complete, new reallocation study that 
estimated project benefits, costs of facilities in 
service, and single-purpose alternatives could 
produce joint cost factors that would represent 
current conditions. And, even if one were 
performed, it would still leave questions as to 
how to integrate the results with past uses of 
project facilities and historic allocations used for 
repayment to date. 

Vl-4 

The Contractors' Proposal also notes that in 
the 1975 reallocation study, benefits and costs 
were brought to a common date of 1975, with 
the exception of flood control benefits. Flood 
control benefits were neither re-evaluated nor 
indexed to the 1975 price level. This is one 
reason why the joint cost allocation factor for 
flood control fell from 1970 to 1975 and, the 
Contractors' Proposal contends, therefore 
becomes a reason for advocating a return to the 
use of the 1970 joint cost allocation factors. 
However, historical communication from the 
COE indicates why a higher value was not used 
and was likely not justified As a part of the 
1975 reallocation study, Reclamation requested 
updated flood control benefits from the COE. 
The COE responded to Reclamation by letter of 
February 27, 1975, (included as Appendix C). 
In its letter the COE stated that it appeared that 
the effect of new hydrology developed since the 
previous flood control study, price level 
increases, and increased economic development 
would increase previously computed tlood 
control benefits. However, in the same letter, 
the COE also stated that the guideline 
framework for COE flood control benefit studies 
had undergone extensive changes and that the 
effect of the changes would be to appreciably 
decrease ( emphasis added) the benefits. The 
COE further stated that it had concluded that the 
net effect of the changes taken together would 
mean that "current flood control benefits would 
be at least equal to those previously supplied 
you in April 1969, but might not significantly 
exceed them.>' The COE letter recommended 
that Reclamation use the flood control monetary 
benefit values supplied by the COE for its 1970 
reallocation study without any indexing. 

. Reclamation did as the COE recommended. 
accepting the balancing of the two offsetting 
factors, and so flood control benefits were 
neither re-evaluated nor indexed. 

In Chapter IV, it was noted that the 
Contractors' Proposal adopted Reclamation's 
approach to the allocation of Friant Dam and 
Reservoir used in its 1975 reallocation study by 
allocating Friant's costs only to water supply 
and flood control with no allocation to power 
since Friant has no power-generating facilities. 
It should also be noted that in all three allocation 
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alternatives under consideration some of the 
costs of the Trinity River Division are allocated 
to flood control, but Public Law 84-386, dated 
August 12, 1955, which authorized the division, 
did not include flood control as one of its 
authorized purposes. The appropriateness of 
such an allocation would have to be re-examined 
in any completely new reallocation study of the 
CVP. 

The Contractors' Proposal includes the use 
of allocation factors that were developed in a 
SCRB analysis and is therefore assigned an 
evaluation of "meets" this criterion. As 
described in Chapter IV, joint cost allocation 
factors developed in a SCRB analysis reflect the 
distribution of justifiable expenditures to project 
purposes in proportion to the remaining 
justifiable expenditure after separable costs 
calculated for each purpose have been removed. 
It should be noted that the Contractors• Proposal 
uses less recent estimates (1970) than the 
Existing Allocation ( 1975), but it was still 
assigned an evaluation rating of "meets" this 
criterion. 

Criterion 2 - Adjust Repayment in Response 
to Changes in Project Operations 

This criterion evaluates the ability of an 
alternative to reflect changes in cost allocation 
and repayment in response to changes in project 
operations. AU three alternatives distribute costs 
allocated to water supply and power to 
irrigation, M&I, and commercial power for the 
repayment of reimbursable costs. For water 
supply, repayment responsibilities are based on 
total historic and projected deliveries throughout 
the lifetime of the CVP until the end of the 
repayment period, thereby allowing tong-term 
trends to be recognized without imposing abrupt 
short-term changes in water and power rates. 
All three alternatives use the same factors to 
determine the repayment responsibilities for the 
power purpose, but differences appear in 
determining repayment responsibilities for the 
water supply purpose between the Existing 
Allocation and the Contractors' Proposal. 

The Existing Allocation and Proportional 
Alternative determine repayment responsibilities 
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for the water supply purpose in the same way.· 
They distribute the responsibility for water 
supply costs in proportion to total water 
deliveries to the three end uses. The end uses of 
water supply are irrigation, M&I, and wildlife 
refuges, and water deliveries are composed of 
both measured, historic use and estimated future 
deliveries. Typically, future deliveries are 
assumed to be either total contract amount or are 
gradually increased to the total contract amount 
as demand is anticipated to rise. 

The Contractors· Proposal uses the same 
water deliveries for the three end uses that 
appear in the Existing Allocation, but adds a 
fourth category - the environment. As described 
in Chapter IV, the contractors justify adding the 
environment as a water use in this alternative to 
reflect changes in project operations as a result 
of the CVPIA, ESA, and Bay-Delta Plan. The 
Contractors' Proposal would establish the 
environment as an additional water use based on 
the quantity of water dedicated annually by the 
CVPIA to restore fish, wildlife, and habitat. The 
environment would begin as a water use in 1993, 
and ultimately the assumed use of water for 
environmental purposes would build up to 
800,000 acre-feet per year. For 1999, the 
addition of this water would raise the total 
amount of water used to distribute water supply 
costs from about 260 million acre-feet over the 
entire repayment period - the value used in the 
Existing Allocation and Proportional Alternative 
- to about 282 million acre-feet over the same 
period in the Contractors' Proposal. The effect 
of including this water account is to assign a 
share of water supply costs to the environment. 

In the Contractors' Proposal, water supply 
costs assigned to the environment would be 
partially reimbursable and partially non
reimbursable. From 1993 through 2006 - the 
period in the Contractors' Proposal when Stage I 
of the CalFed environmental restoration actions 
are planned to be completed - environmental 
water is considered mitigation, and all of the 
costs associated with this water supply would be 
allocated to water and power users and would be 
totally reimbursable by them. This proposal 
adopts a gradual buildup in what is labeled 
environmental water. This assumed schedule is 
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important because the proposal makes a portion 
of its cost non-reimbursable starting in 2007, as 
described below. 

As described in Chapter IV and illustrated in 
Figure IV-1, beginning in 2007 and continuing 
through 2030, the costs associated with the 
environmental water account would be partially 
reimbursable and partially non-reimbursable, 
using a proposed fonnula. The fonnula 
specified by the Contractors' Proposal is adapted 
from the repayment requirements for certain 
other actions required of the CVP namely, the 
several actions mandated in section 3406(6) of 
the CVPIA. Specifically, 37.5 percent of the 
water would be reimbursable, to be repaid by 
water and power users, and the remaining 62.5 
percent of the water would be non-reimbursable 
from the perspective of water and power users. 

The contractors' rationale for this is that the 
reimbursable portion (37.5 percent) would be 
considered mitigation with related costs to be 
repaid by water and power users while the 
remaining 62.5 percent of the water would be 
considered enhancement with related costs to be 
non-reimbursable from the perspective of water 
and power users. By the end of the CVP 
repayment period in 2030, when the 
environmental water account would have 
increased to 800,000 acre-feet per year on a 
schedule provided in the Contractors' Proposal, 
the costs associated with 300,000 acre-feet, 
representing 37.5 percent of the 800,000 acre
feet, would be repaid by water and power users 
and the costs associated with the remaining 62.5 
percent would be non-reimbursable. 

There are several reasons to reject this line 
of reasoning. First, section 3406(b )(2) of the 
CVPfA does not state that any of the dedicated 
800,000 acre-feet of water is for enhancement. 
As noted in Chapter II, the dedicated water is 
primarily for habitat "restoration" purposes a 
term that suggests mitigation, not enhancement. 
In addition, section 3406(b)(3) of the CVPIA 
requires implementation of a program to 
supplement the quantity of water dedicated in 
section 3406(b )(2). This indicates that the 
CVPIA did not contemplate that the dedicated 
water would meet all the environmental goals 

enumerated in section 3406(b )(2). Mitigation, 
protection, and restoration must precede 
enhancement, and it is unlikely that the 800,000 
acre-feet alone could completely mitigate, 
protect, and restore, and therefore that any 
portion of it could be considered enhancement. 
Additionally, the CVPIA does not specify that 
the cost allocation of the CVP should be 
modified to accommodate the 800,000 acre-feet 
dedicated annually by section 3406(b )(2), that a 
cost should be assigned to this water, nor that 
some portion of such cost should be non• 
reimbursable. Rather, the CVPIA treats this 
water as a required priority use of project water 
and implicitly an obligation of the water 
contractors. 

It could also be noted that the provisions of 
the CVPIA from which the repayment formula 
in the Contractors' Proposal is borrowed do not 
state that 62.5 percent of the benefits of each 
measure is considered environmental 
enhancement and that 37.5 percent is mitigation. 
And, even if the repayment formula from those 
sections of the CVPIA were applied, it would 
require the State to 37.5 percent of the costs, 
which is not a part of the Contractors' Proposal. 

Next, the assumption in the Contractors' 
Proposal that enhancement would begin in 2007 
because the restoration/mitigation actions under 
Stage I of the Ca!Fed program would be 
complete is not supportable. CalFed actions do 
not equate to CVPIA actions, and it cannot be 
assumed that actions taken by Calf ed would 
fully satisfy CVP-specific mitigation, protection, 
and restoration needs articulated in the CVPIA. 
Furthermore, CalFed in its Programmatic 
Record of Decision, dated August 2000, makes 
no claims that its Stage I actions would, or are 
intended to, provide complete mitigation or that 
subsequent environmental actions would 
constitute enhancement. Finally, Stage I 
restoration/mitigation actions may not be 
completed by 2006. 

Third, while the distribution of water supply 
costs in the Existing Allocation and the two 
alternatives allows changes in project uses to be 
reflected in the cost allocation, the Contractors' 
Proposal's treatment of the environment as a 
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new water use is not justified for other reasons. 
The three water supply functions in the Existing 
Allocation are all end uses - M&I users, 
inigators, and wildlife refuges. The 
"environment," on the other hand, as used in the 
Contractors' Proposal, is not an end use in the 
same sense that M&I, irrigation, and wildlife 
refuges are end uses. Environmental water 
released from CVP reservoirs for instream 
environmental benefits could also be used for 
other beneficial purposes, including irrigation or 
M&I uses, farther downstream. In such cases, 
the Contractors' Proposal would double count 
the use of water. 

Underlying the Contractors' Proposal are the 
assertions that form the basis for proposing the 
environment as a water use, namely, that the 
authorized purposes of the CVP have been 
greatly expanded and that the CVPIA 
established the environment as a new project 
purpose. Fish and wildlife considerations, 
however, have long been a responsibility of 
water projects developed by Reclamation and 
other Federal agencies as a result of the 
Coordination Act and its various amendments. 
The original act, passed in l 934, required that 
projects impounding water consider use of 
project water for fish culture and migratory bird 
habitat, and provision of fish passage past dams. 
The 1946 amendment to the act required that 
agencies impounding or diverting water consult 
with the Service with the view to preventing loss 
of and damage to wildlife resources, and that 
consistent with the primary project purposes, 
provide for conservation, maintenance, and 
management of fish and wildlife and their 
habitats. In recognizing the importance of fish 
and wildlife resources and increasing public 
interest, the 1958 amendment provided that 
wildlife conservation should receive equal 
consideration and be coordinated with other 
project features through effectual and 
harmonious planning, development, 
maintenance, and coordination of wildlife 
conservation. 

Authorizations of components of the CVP 
and reauthorizations of the entire CVP have also 
addressed consideration of fish and wildlife and 
their habitats. Public Law 83-674, dated August 

27, 1954, reauthorized the CVP to include the 
use of CVP water for fish and wildlife purposes, 
subject to priorities contained in previous 
authorizations, via development and 
maintenance of waterfowl management areas. 
The Trinity River Division authorizing 
legislation required adoption of appropriate 
measures to insure the preservation and 
propagation of fish and wildlife. Public Law 87-
874, dated October 23, I 962, reauthorizing the 
New Melones Project, also required the adoption 
of appropriate measures to insure the 
preservation and propagation of fish and 
wildlife. The authorization of the San Felipe 
Division by Public Law 90-972, dated August 
27, 1967, included the conservation and 
development of fish and wildlife resources in 
accordance with the Federal Water Project 
Recreation Act. 

In summary, the· Coordination Act required 
provision for fish and wildlife resources in 
connection with the development and operation 
of water projects such as the CVP as far back as 
1934. Various CVP authorizations and 
reauthorizations have expressed the intention to 
promote the preservation, propagation, and 
development of fish and wildlife resources. 
Major fish and wildlife mitigation measures 
implemented in the CVP prior to enactment of 
the CVPIA include the Coleman National Fish 
Hatchery, minimum flow specifications for the 
Trinity River, Clear Creek, and lower American 
River, prescribed operation of the gates at the 
Red Bluff Diversion Dam, fish spawning 
channels within and adjacent to the Tehama
Colusa Canal, and a fish salvage facility at the 
Tracy Pumping Plant. 

In addition to Federal law, Reclamation 
operates the CVP in accordance with State law. 
However, for a considerable period of time there 
was a disagreement concerning exactly how this 
responsibility was to function. It was the 
Federal position that Reclamation projects were 
operated pursuant to Federal law and that it was 
a matter of comity that Reclamation had applied 
for water rights from the State. Reclamation 
also held that it operated the CVP to meet water 
quality standards that were implicit in the 
objectives of the project pursuant to Federal law 
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and that State water law had no authority over a 
Federal project. In US. vs. California, the U.S. 
Supreme Court in 1978 held that Reclamation 
projects are subject to State water law absent a 
clear Congressional directive to operate 
otherwise. Section 3406(b) of the CVPIA 
reinforced this by requiring the Secretacy to 
operate the CVP to meet all obligations under 
State and Federal law and all decisions of the 
SWRCB establishing conditions on applicable 
licenses and permits of the project. Section 
3406(a)( 4) of the act amended the 1937 CVP 
authorization by adding the following language, 
"Nothing in this title shall affect the State• s 
authority to condition water rights permits for 
the Central Valley Project." Decisions of the 
SWRCB have made it clear that all CVP water 
rights are junior to inbasin needs, including 
needs within the Delta itself, and that the CVP 
can only export water from the Delta that is 
surplus to inbasin needs. Over time, the levels 
of Delta outflow considered necessacy to protect 
fishe.ries and the · environment have increased 
and higher instream flow regimes have been 
adopted or agreed to by Reclamation, imposed 
by the SWRCB, or required via species listings 
under the ESA. These actions have influenced 
not only CVP operations in the Delta, but also 
the nature of CVP water rights, obligations of 
CVP contractors, and obligations of other water 
users. 

Seen in this context, the CVPIA reinforced 
the obligation of the CVP to protect the 
environment by re-emphasizing the priority of 
meeting environmental needs, but did not add 
the environment as a new project purpose. 

In summary, all three alternatives utilize a 
similar approach to adjust the repayment of 
water and power costs as water and power uses 
change. The Existing Allocation and the 
Proportional Alternative are based on 
measurable water deliveries to end uses and are 
assigned an evaluation of "meets" this criterion. 
By contrast, the Contractors' Proposal's 
inclusion of the environment as an additional 
water use - the 800,000 acre-feet of water 
dedicated by section 3406(b)(2) - introduces a 
very questionable element to the all~tion 
computations from several perspectives, 
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including long-standing historical mandates in 
Federal legislation and State water rights rulings. 
Therefore, the Contractors' Proposal is assigned 
an evaluation of "partially meets" this criterion. 

Criterion 3 - Apply Accepted Cost Allocation 
Standards 

The Existing Allocation uses joint cost 
factors based on the SCRB method, which is the 
established and accepted cost allocation 
approach for Federal m~lt.i-purpose _wat~ 
projects. Therefore the Existing Allocation 1s 
assigned an evaluation of "meets" this criterion. 
The Proportional Alternative allocates joint costs 
in proportion to specific costs. This approach 
has not been applied to multi-purpose water 
projects for the reasons described below. 

In the Proportional Alternative, joint costs 
are allocated in proportion to the costs of single
purpose facilities in the constructe~ P:oject, i.e., 
the specific costs- a method vecy s1m1lar to cost 
accounting methods used by private business. A 
key disadvantage to this alternative is that no 
single-purpose facilities have been constructed 
for three of the authorized purposes of the CVP 
- flood control, navigation, and water quality. 
Therefore, if followed to the letter, this method 
would allocate no costs to flood control, 
navigation, or water quality. To part~ally 
address this deficiency in the Proportional 
Alternative, for the purpose of evaluation in this 
study, an estimate of "specific" costs for flood 
control was made based on the proportion of 
total reservoir storage authorized for flood 
control as described in Chapter IV. No attempt 
was made to identify specific costs for 
navigation or water quality. Even with this 
assumption, however, the Proportional 
Alternative results in a lower allocation to flood 
control than either the 1970 or 1975 cost 
allocations that were based on the SCRB 
method. 

The Proportional Alternative is not well 
suited to accept future additions of single
purpose project features. Under this ~l:e~ative, 
future additions of single-purpose fac1ht1es, the 
costs of which are specific costs, would affect 
the allocation of joint costs of existing facilities. 
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This would occur even if the new facility 
resulted in no change in those project benefits, 
which stemmed from the joint facilities. Further 
discussion of these effects is found under 
Criterion 6 below. Because the Proportional 
Alternative would radically change the 
methodology to allocate joint costs, it "does not 
meet" this criterion. 

The Contractors' Proposal uses accepted 
SCRB-derived joint cost allocation factors, but 
introduces the environment as a water user to 
provide a surrogate estimate of benefits. As 
discussed under Criterion 2, the environment, 
apart from water delivered to wildlife refuges, is 
not an end use of the 800,000 acre-feet of water 
used in this alternative, and "environmental 
protection" is not a new use of project water. As 
also noted under Criterion 2, the Contractors' 
Proposal could result in double counting of 
water in those cases where some of the water 
satisfying environmental purposes is used 
further downstream for M&I and irrigation. 

This establishment of the environment as a 
water user to allocate project costs is not based 
on standard practices. Therefore, the 
Contractors• Proposal "partially meets" for this 
criterion. 

Criterion 4 - Consistency with Past CVP Cost 
Allocation Methods 

The selection of an allocation method should 
consider consistency with past methods used to 
allocate CVP costs and the potential to cause 
abrupt changes in annual repayment 
responsibilities over the remainder of the 
repayment period. As described in Chapter Il, 
the CVP has been in operation for over 50 years. 
During this time, water and power users have 
made numerous financial and management 
decisions based on actual and anticipated costs. 
An abrupt change in repayment requirements, 
resulting from a significant change in the cost 
allocation method, could create unintended 
consequences, such as dramatically changing 
water and power rates. The adoption of an 
allocation method that causes these 
consequences, particularly one that may have to 
be modified at some future time if the changes to 
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the cost allocation method were reversed, is not 
preferred. Continuation of the Existing 
Allocation clearly would not cause abrupt 
changes in repayment responsibilities and would 
allow future changes to be made without having 
to reverse a change implemented at this time. 
Therefore, the Existing Allocation "meets" this 
criterion. 

As described under Criterion 3, the 
Proportional Alternative introduces a radically 
different approach to the allocation of joint costs 
from that based on a SCRB allocation. In this 
alternative, joint costs would be allocated in 
proportion to the costs of single-purpose 
facilities in a manner similar to cost accounting 
methods used by private business. Because the 
Proportional Alternative would radically change 
the methodology to allocate joint costs, and 
would subject allocation of existing joint costs to 
changes in future specific costs it "does not 
meet" this criterion. 

The Contractors' Proposal would provide 
some consistency with past practices but also 
introduce two changes. First, the adoption of 
joint cost allocation factors from the 1970 
allocation would significantly lower the 
repayment obligation for commercial power and 
increase the allocation of costs to flood control, 
which is non-reimbursable. As stated in the 
discussion under Criterion I, there were good 
reasons for not making these changes. It is not 
known if the flood control and power benefits 
from 1970 are more accurate today or over the 
years between 1975 and today than the benefits 
developed for these purposes in 1975. An 
updated estimate of project benefits for all 
project purposes would be required to make such 
a determination and even after such a 
detennination were made, it would still leave 
questions as to how to integrate the results with 
past flood control and power benefits, past 
allocations, and past repayments. 

The second area of concern regarding the 
Contractors' Proposal is the addition of the 
environment as a water use in the determination 
of repayment obligations for costs allocated to 
water supply. As described under Criterion 2, 
the Contractors' Proposal would establish up to 
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800,000 acre-feet per year for environmental 
uses and defines the percentages of that water 
that are considered reimbursable (37.5 percent) 
and non-reimbursable (62.5 percent), 
percentages not applied by the CVPIA to this 
dedication of water. The annual quantities for 
irrigation, M&I and wildlife refuges are based 
on historic and projected deliveries. Each year 
water deliveries for those purposes are updated 
to reflect the conversion of one year of projected 
to historic deliveries and incorporate any 
changes in projected deliveries. The 
Contractors' Proposal, however, fixes the 
percentages applied to the environmental water 
to determine reimbursability while the quantities 
and reimbursability of the other water can 
change from year to year. Furthermore, the 
proposal assumes the Stage I CalFed mitigation 
actions would be completed by 2006, but does 
not address how the repayment of costs for 
environmental water would be adjusted if 
mitigation were not complete by then. Thus, it 
is likely that additional unknown, and possibly 
unanticipated, changes to this approach would 
be necessary in the fun1re, creating potential 
instability in the application of this method. 

As shown in Chapter V, the Contractors' 
Proposal would result in a reduction in water 
and commercial power repayment obligations. 
Because both of the key elements of the 
proposal - adoption of I 970 joint cost allocation 
factors and introduction of an environmental 
water account - are subject to future review, 
modification, and even potential reversal, it is 
possible that an abrupt increase in future water 
and commercial power repayment obligations 
and repayment rates could occur with the 
adoption of this alternative. Nevertheless, 
because the Contractors' Proposal utilizes the 
SCRB method, it "partially meets" this criterion. 

Criterion 5 - Consistency with Laws, 
Regulations, and Guidance 

As described in Chapter II, the initial phase 
of this study included a thorough review of the 
Existing Allocation to assure compliance with 
all laws, regulations, and guidance. Allocation 
spreadsheets were modified to reflect these 
corrections, which have been applied to the 1999 

updated allocation. The revised spreadsheets 
were also used in this study to evaluate the 
Existing Allocation, the Proportional 
Alternative, and the Contractors' Proposal. The 
Existing Allocation "meets" this criterion. The 
Proportional Alternative and Contractors• 
Proposal, however, present some conflicts with 
existing laws, regulations, and guidance. 

For projects with multi-purpose features 
such as the CVP, the SCRB method is the 
established and accepted method although other 
methods, such as AJE, can be used under special 
circumstances. In an attempt to streamline the 
cost allocation process, the Proportional 
Alternative abandons a benefits-based allocation 
method in favor of a method that relies on more 
easily determined cost factors alone. 

The use of the specific costs of single" 
purpose facilities in the Proportional Alternative 
to develop factors to be used to allocate joint 
costs is not consistent with Reclamation cost 
allocation policy and guidance, as referenced 
above. As discussed under Criterion 3, this 
method introduces a radically different approach 
to the allocation of joint costs from that used in 
the SCRB. Even with assumed flood control 
benefits based on dedicated reservoir space, the 
Proportional Alternative results in a lower 
allocation to flood control than either the l 970 
or 1975 cost allocations that were based on the 
SCRB method. 

The creation of the environment as a water 
use in the Contractors' Proposal departs from 
Reclamation cost allocation policy and 
guidance. As described in Chapter II, the 1970 
CVP reallocation study adopted an allocation to 
water supply with repayment obligation 
distributions to water use functions based on 
proportionate historic and projected water 
deliveries to each function. This approach, 
which was re-affirmed in the 1975 allocation, 
was adopted so that adjustments for future 
changes in project operations could be more 
readily accommodated. The amount of water 
assigned to the environment in the Contractors• 
Proposal is not based on delivered water or on 
otherwise measured water quantities. Rather, 
this method adds a somewhat arbitrary amount 
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to historic and projected water deliveries for the 
irrigation, M&I and wildlife refuge water use 
functions. This approach is not consistent with 
existing Reclamation cost allocation guidance; 
may result in double counting, as described 
under Criterion 2; and conflicts with applicable 
law, as described under Criterion 2 and 
discussed in more detail below. 

The Contractors' Proposal creates an 
environmental water account based on 
assumptions concerning or interpretation of the 
800,000 acre-foot quantity of water in section 
3406(b)(2) of the CVPIA. In the Contractors' 
Proposal, this quantity starts at 531,000 acre-feet 
in 1993 and is increased to 800,000 acre-feet 
annually in the year 2030. In the proposal, the 
costs of 100 percent of this amount of water is 
treated as reimbursable between the present and 
2006, on the rationale that this water is used 
entirely for mitigation until that time. Starting in 
2007, the proposal designates 62.5 percent of 
this water as non-reimbursable and 37.5 percent 
as reimbursable, and, in effect, treats 62.5 
percent of the water as being for environmental 
enhancement and 37 .5 percent for mitigation 
As described under Criterion 2, the CVPIA does 
not specify that the cost allocation for the CVP 
should be modified to reflect the dedication of 
the 800,000 acre-feet of water, that a cost should 
be assigned to this water, nor that some portion 
of any such cost should be considered non
reimbursable. Rather, the CVPIA treats this 
water as a required priority use of project water 
and implicitly an obligation of the water 
contractors. This is similar to the way in which 
the CVPIA treats the costs of purchasing 
additional water to help meet the same 
environmental objectives. Surcharges of $6 and 
$12 per acre-foot (indexed each year) are to be 
paid by water contractors, and preference power 
customers are also levied a surcharge in their 
power rates. The fact that additional water is to 
be purchased also means that the 800,000 acre
feet of water is not sufficient to satisfy all of the 
mitigation, protection, and restoration 
requirements of the act by the year 2007. 

It is also noteworthy that, although the 
CVPIA is specific on allocations for costs in 
other sections, it makes no mention of cost 
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allocation or reallocation under section 
3406(b )(2). Nevertheless, the contractors' 
interpretation of this section is that Reclamation 
should make an allocation of costs to this water 
and that some of the costs should be non
reimbursable, according to the following 
formula. 

As discussed under Criterion 2, the 
Contractors' Proposal assumes that the 
repayment formula of 37.5 percent reimbursable 
and 62.5 percent non-reimbursable that appears 
in many of the actions required by sections 
3406(b)(4)-(22) of the CVPIA should be applied 
to the 800,000 acre-feet of water. Reclamation 
has concluded that if Congress had intended that 
a cost be assigned to the 800,000 acre-feet of 
water and that a portion of that cost be non
reimbursable, then specific language to that 
effect would have been provided in the 
legislation. 

Section 3406(b )(I) of the CVPIA states, •• ... 
That the programs and activities authorized by 
this section shall, when fully implemented, be 
deemed to meet the mitigation, protection, 
restoration, and enhancement purposes 
established under Section 3406(a) of this title." 
Many of the provisions included in the 
referenced section (3406) include specific 
repayment formulae. Since no such cost 
assignment or reimbursement formula was 
provided for the 800,000 acre-feet in section 
3406(b)(2), its use is considered mitigation and 
any costs attributable to it are considered 
reimbursable in total. The creation of the 
environment as a water use therefore introduces 
into the cost allocation an element that is 
insupportable either in existing Reclamation cost 
allocation procedures or law. 

In summary, although the Proportional 
Alternative complies with laws and regulations, 
it uses an allocation method that is not consistent 
with Reclamation cost allocation guidance. 
Therefore, the Proportional Alternative 
"partially meets" this criterion. In light of the 
above-described inconsistencies with historic 
and recent laws, regulations, and guidance, the 
Contractors' Proposal "partially meets" this 
criterion. 
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Criterion 6 - Adaptive and Able to Accept 
New Project Features 

. The CVP is not complete, and additional 
proJect features are likely to be added in the 
future. This criterion evaluates the effects that 
the costs of new project facilities would have on 
the allocation of existing facilities. 

The Existing Allocation is based on a 
feature-by-feature analysis that has been 
developed over the past 40 years. The allocation 
has been frequently updated and in some cases 
modified to accommodate the addition of new 
facilities, changes in repayment policies, and to 
reflect increased capital expenditures for the 
ex~8:1~ion, replacement, or repair of existing 
fac1ht1es. Each facility, whether it is a single
purpose or multi-purpose feature, is treated 
individua!IY in the allocation and repayment 
computations, allowing facility-specific details 
to be incorporated without affecting the 
allocation of other features. Therefore the 
Existing Allocation "meets" this criterion. ' The 
Contractors' Proposal can also accept new 
features in a manner similar to the Existing 
Allocation and therefore also "meets" this 
criterion. 

The Proportional Alternative is not well 
suited to ~ccept future additions of single
purpose proJect features. Under this alternative 
future additions of single-purpose facilities the' 
costs of which are specific costs, would ~ffect 
the. allocation of joint costs of existing facilities. 
This w~uld occur e"..en if the new facility 
resulted m no change m those project benefits 
which stemmed from the joint facilities. 

As an example, if major rehabilitation or 
replacements were made to a canal ( water 
sup~l~) or powerpl~nt (power), such as replacing 
a hnmg or rewmding a turbine the total 
investment in these single-purpos~ facilities 
would increase. Although costs would be 
incurr~d sim~ly to maintain or restore existing 
capacity, the mcrease in specific costs allocated 
to the purpose in question would change the 
percent~ge distribution of specific costs among 
all proJect purposes, and since joint cost 
allocation factors are derived from the 
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distribution of specific costs, they too would 
change. For instance, major rehabilitation on the 
Madera. ~a~al,. a single-purpose facility 
conveymg 1mgat1on water only, would cause an 
increase in the allocation of specific costs to the 
entire water supply purpose. In tum, although 
no other specific costs would have changed, the 
altered percentage distribution of specific costs 
to all project purposes would change the 
allocation of joint costs; namely, the percentage 
of joint costs allocated to water supply would 
increase and the percentage allocated to all other 
purposes would decrease. 

In this hypothetical example of 
rehabilitation of the Madera Canal, the 
allocation of costs and repayment obligations for 
all CVP multi~purpose facilities, such as Shasta 
Dam and Reservoir, would change. The 
allocation to the water supply purpose would 
increase, as would the repayment obligations of 
all water supply functions; the costs allocated to 
all other purposes sharing joint costs would 
decline. It would appear unreasonable to expect 
expenditures on the Madera Canal to increase 
the repayment obligation of M&I water users 
and decrease the repayment obligation of 
commercial power customers when nothing had 
been done to any facilities they directly utilize. 
By contrast, under both the Existing Allocation 
and the Contractors' Proposal, an increase in the 
costs of the Madera Canal would increase only 
the allocation of costs to the water supply 
purpose. The conveyance component of the 
irrigation repayment obligation would increase 
by the full amount of the increase in cost 

Since the addition of single-purpose project 
facilities would alter the allocation of costs for 
all facilities with joint costs, the Proportional 
Alternative "does not meet" this criterion. 

Criterion 7 - Simplify the Cost Allocation 
Process 

As stated in Chapter I, this study is being 
undertaken, in part, in response to 
recommendations from the GAO that the cost 
allocation process be simplified and streamlined. 
The development and use of updated allocation 
tools under the existing method has significantly 
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Chapter VI - Evaluation of Alternatives 

reduced the effort and time needed to complete 
annual updates. Therefore, this objective has 
been met, at least in part, by Reclamation. 
These spreadsheets are applicable to all 
methods. 

This criterion also addresses whether an 
alternative utilizes a method that simplifies the 
allocation of joint costs. In both the Existing 
Allocation and the Contractors' Proposal, the 
allocation of joint costs is based on previously 
calculated joint cost allocation factors. These 
factors would not be changed unless a new 
benefits-based cost allocation were completed, 
which would be a time-consuming and labor
intensive effort. The continued use of existing 
SCRB-derived joint cost allocation factors does 
not introduce complexity to the annual update 
process. 

The Proportional Alternative would likely 
involve a recalculation of joint cost allocation 
factors each year if total capital investment for 
any project purpose changed ( note the 
discussion of the impacts of adding specific 
costs under Criterion 6). Although this process 
has been automated, it might be necessary to 
describe the detailed derivations of the factors to 
adequately disclose the causes of changes in the 
factors. The additional effort to provide this 
information is considered minimal. 

The annual effort required to prepare the 
Contractors' Proposal would be similar to that 
required for the Existing Allocation under the 
assumption that the yearly build-up of the 
environmental water account remains as 
presented in the proposal. Accommodating any 
changes in the account based on results of other 
calculations would require minor effort. 

All three alternatives would result in 
approximately the same effort to complete 
annual updates of the cost allocation. The 
Existing Allocation and Contractors' Proposal 
would require significantly greater effort if and 
when a new allocation is undertaken although 
this work would not be initiated by the selection 
of either of these alternatives. Therefore, for the 
comparison of the three alternatives considered 
in this study, each of the three alternatives is 
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assigned an evaluation rating of "meets" this 
criterion. 

Criterion 8 - Implementation Process 

Although the expediency or complexity of 
the process to implement an alternative does not 
justify its selection or rejection, each alternative 
considered in this study may require different 
levels of approval. These are discussed below, 
but no weight is assigned to this criterion. 

Regardless . of the results and 
recommendations of this study, the report will 
be fotwarded to the GAO to respond to the 
recommendations contained in its 1992 report. 
Requirements to submit this study for further 
approval are provided by the Department of 
Energy Organization Act. That act requires that 
any reallocation of joint costs of multi-purpose 
facilities be subject to Congressional approval of 
some fonn. 

The Existing Allocation does not involve a 
change in the allocation of joint costs, and 
therefore would not require Congressional 
approval. Both the Proportional Alternative and 
the Contractors' Proposal involve changes in the 
allocation of joint costs. Therefore, the selection 
of either of these alternatives could require 
Congressional approval in some form. 

EVALUATION SUMMARY 
As summarized in Table VI-2, the Existing 

Allocation "meets" all seven criteria; the 
Proportional Alternative "meets" two criteria, 
"partially meets" one criterion, and "does not 
meet" four of them; the Contractors' Proposal 
"meets" three criteria, and ''partially meets" four 
others. On the basis of the evaluation, 
Reclamation has detennined that the Existing 
Allocation is the preferred allocation alternative 
and will continue to it use for CVP plant-in
service allocations. 

CVP Cost Allocation Study 
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Chapter Vll - Summary 

DECISION 

Neither the Proportional Alternative nor the 
Contractors' Proposal includes characteristics that 
provide compelling reasons to change the existing 
allocation method. Accordingly, Reclamation has 
determined that the Existing Allocation is the 
preferred allocation alternative and will continue to 
use it for CVP plant-in-service allocations. The 
principal reasons supporting this selection are 
summarized below (for more detail, refer to Chapter 
VI). 

Proportional Alternative 

The Proportional Alternative would allocate joint 
costs in proportion to specific costs incurred for 
each project purpose in a manner similar to the 
distribution of joint, or overhead, costs by a private 
firm producing multiple products. This approach 
would not allocate joint costs in relation to benefits 
provided by the project. Another serious 
shortcoming of the Proportional Alternative i.s that 
future additions of single-purpose facilities, the costs 
of which are specific, would alter the allocation of 
costs for all existing facilities with joint costs even 
if the benefits derived from the facilities with joint 
costs did not change. 

Contractors' Proposal 

The Contractors' Proposal would allocate joint 
costs based on a determination of project benefits, 
but would utilize an older estimate of benefits than 
the Existing Allocation and would introduce the 
environment as a new water use. This alternative 
would replace the 1975 joint cost allocation factors 
used in the Existing Allocation with factors 
calculated in 1970. This change would be based 
primarily on the claims that the cost of the single
purpose power alternative in 1975 was biased by 
high energy costs at the time and that flood control 
benefits were understated because previous COE 
flood control benefit estimates were not indexed to 
then-current levels in the 1975 study. High energy 
costs were symptomatic of the period, and short of 
a new study, it is not clear there is a compelling 
reason for change. The COE flood control benefits 
were not indexed as a result of the recommendation 
by the COE, which appears, in this evaluation, to 
have been reasonable (for more detail, refer to 
Chapter VI). 
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In addition, the Contractors' Proposal would 
add the environment as a water use for the purpose 
of calculating repayment responsibilities for costs 
allocated to the water supply purpose. The amount 
of environmental water would be based on the 
amount of water dedicated annually by section 
3406(b)(2) of the CVPIA to restore fish and wildlife 
habitats and would be treated as an additional CVP 
water supply. Ultimately, according to the proposal, 
the amount of environmental water would build to 
800,000 acre-feet per year. The Contractors' 
Proposal assumes that some of the costs associated 
with this water would be reimbursable, representing 
environmental mitigation, while the remainder, 
representing enhancement, would be non
reimbursable. As discussed in Chapter VI, the 
CVPIA does not indicate that any CVP costs are to 
be reallocated as a result this dedication of water and 
does not state that any of the dedicated water is for 
habitat enhancement purposes. In fact, the CVPIA 
includes provisions to acquire water through water 
purchases using the Restoration Fund in addition to 
the 800,000 acre-feet to help fulfill remaining 
mitigation, protection, and restoration needs and to 
enhance aquatic and wetland habitats. Fu1thennore, 
environmental water released from CVP reservoirs 
for instream environmental benefits could also be 
used downstream for other beneficial purposes, 
including irrigation or M&I uses, farther 
downstream. In such cases, the Contractors' 
Proposal could double count the use of water. 
Finally, the history of Federal legislation and 
SWRCB decisions clearly shows that maintaining 
environmental conditions is a requirement of the 
project and that water rights, including CVP water 
rights, are contingent upon meeting certain 
environmental priorities. Consequently, the 
Contractors' Proposal is not consistent with existing 
Reclamation guidance on allocating costs, nor with 
provisions of Federal Reclamation law and State 
water rights decisions. 

CVP Cost Allocation Study 
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Chapter Vil - Summary 

FUTURE STUDY 

If it becomes appropriate in the future to 
consider performing a new cost allocation study, 
Reclamation should first consider the informational 
and technical requirements to complete such a 
study. A new allocation study would require 
estimates of historic and future project 
accomplishments - including water supply, flood 
control, power, and fish and wildlife - benefits, and 
costs. It is expected that such a study would be time 
consuming and potentially costly. Therefore, before 
one were undertaken, an evaluation should be 
completed to identify the following: 
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• Existing data available for use and what new 
data would be required; 

• The levels of effort needed to develop new data 
and perform the analyses; 

• A methodology to identify past and future 
benefits for all project purposes; and 

• A process to integrate revised estimates of 
benefits with previous estimates and existing 
contractor repayment responsibilities. 

The evaluation would include coordination with 
other agencies that would be expected to provide 
input to a new allocation study - such as the COE 
and Service - to determine their ability and 
willingness to participate in it. 

CVP Cost Allocation Study 
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Appendix A 

Cost Allocation Proposal 

Introduction: 

In November 1998 the U.S. Bureau of Reclamation (Reclamation) released a three volume set of 
documents entitled "Documentation of the Revised 1995 Plant-In-Service Interim Cost Allocation for the 
Central Valley Project', (hereafter referred to as the Baseline Allocation) for public review and comment 
The Baseline Allocation was prepared in response to a recommendation by the General Accounting 
Office (GAO) to simplify the allocation process and to comply with the requirements of Public Law 99-
5461. During 1999, Reclamation held several public workshops, starting with one on February 4, 1999, to 
provide the public an opportunity to comment on the Baseline Allcocation, and subsequent updates made 
by Reclamation. · 

In addition to the Baseline Allocation, Reclamation prepared a GAO-proposed cost allocation based 
primarily on the direct cost approach (an accounting method for allocating indirect costs). The latest 
version of the GAO-proposed method was presented for public review and comment on July ts, 1999. It 
is our understanding~ Reclamation is still refining this method and plans to hold at least one additional 
public workshop to discuss the results. · 

A joint CVP cost allocation committee (the Committee) consisting of representatives of the Central 
Valley Project water and power contractors was formed shortly after the release of the Baseline 
Allocation. · The Committee bas submitted comment letters to Reclamation on both the Baseline 
Allocation (May 19, 1999) and the GAO-proposed method (August 13, 1999). Copies of these letters are 
included in the appendix·for your convenience. ' · 

As part of the cost reallocation effort, Reclamation bas solicited alternative cost allocation proposals from 
the CVP stakeholders and general public. This document contains the Committeets proposal for allocating 
the costs of the Central Valley Project. 

°':'ervtew; 
ln developing the cost allocation proposal, the Committee examined various options ranging· from 
proposing changes to the existing Baseline Allocation or GAO.proposed methQd to proposing that 
Reclamation perfonn a new cost allocation study from scratch using the Separable Costs Remaining 
Benefits (SCRB) or some other suitable economically based cost allocation methodology. 

After analyzing the relevant issues surrounding the cost reallQCation effort ·and obtaining policy guidance 
from water and power contractor management level representatives, the Committee concluded that the 
cost allocation proposal should build on Reclamation's efforts to revise the Baseline Allocation. In 
reaphing this conclusion. the Committee recogniz;es the fact that the CVP bas not yet been declared 
complete by the Secretary of the Interior and that any cost allocation study performed in the current 
period will be considered an inmm allocation. Eventually. between now and the end of the project 
repayment period, a decision will need to be made as to whether a new cost allocation study is warranted 
in order to tinaliz.e the allocation of CVP costs. Until such time, the Committee believes that the Baseline 
Allocation with the proposed changes presented herein will provide for an equitable and cost effective 
basis for allocating the costs of the Central Valley Project Additionally, the Committee believes that the 

1 Tide I (Coordinated Operations) of PL 99-'46, Section l02(cX2) authori7.ed and directed lhe Secretary of the lnt.erior"to 
undertake a cost allocation study oflhe Central Valley project, iru::luding the provisions oftbis Act, and to implement such 
allocations no later than January l, 1988"'. 

I'---_______________ ....:..,___ 
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· proposed allocation will be easy to maintain and update; thereby satisfying the recommendations made by 
the GAO in their March 1992 report. 

fqug ofConc~m, 

Weparable Colt Remaining Benefits Cost Allocation Factors; 

The last major cost allocation study for the CVP was completed in 1970. A short-form allocation 
comp1e;ted in' 1975. primarily updated the prior 1910 data for· the multipurpose facilities in "Base l" . 
including the Shasta, Trinity, Folsom. Frii.nt and Delta facilities. In the 1975 shon-fonn al1ocation, the 
type of power plants usod as a basis to determine the benefits and single-purpose alternatives for the 
power project purpose were changed from fossil fuel plants to nuclear plants. This produced a 116% 
increase in the justifiable expenditure factor for power. In addition. the justifiable expenditure factor for 
water supply was increased by 83% due primarily to the indexing of costs. Meanwhile, the factor for 
flood control was left essentially unchanged except for the use of a different discount rate. Tho end result 
was a 28'1°/4 increase in the Bue l allocation factor to Power and a 3% increase in tho Bue 1 allocation 
factor to Water Supply. Conversely, there was a 43% decrease in the Base l allocation factor to Flood 
Control and an 11 % docrease to Navigation (refer to Figure l below).· 

1969-70 ae.J.location 

1975 Reallocation 

Difference 
p CChanRC 

Comparison of CVP Allocation Percenups 
Buel 

Watrsr F&WL 
Sunntv Power Enb'mnt Recreation 

54.18 5.63 1.92 0 

'5.19 21.81 0 0 

l.61 16.18 -1.92 0 
+3% +287" • 100% .. NIA , .. 

Flood 
Control Navfution Total 

36.12 2.1' 100.00 

20.49 1.91 100.00 
·, 

-15.63 -.24 0.00 
-43¾ • 11% 

The separable and joint cost allocs,tion factors developed in tho 1975 short-form allocation for Base 1 
have effectively been frozen and carried forward for all allocation updates performed since that time, 
including the Baseline Allocation currently undor consideration. Sovmu-key issues to consider regarding 
the 1975 short-form allocation are described in tho following sections. · 

Nuclear Raoan:e u.the Slape Parpo,e Power Alternative 

Defining and costing the Single Purpose Alternative (SPA) for each function of a project is a critical 
phase of' the allocation. process. The SPA serves as a limit on the benefits that can be attributed to a 
purpose and. as a result, establishes a coiling on the amount of costs that can be al1~ to. the purpose. 

2 Compiled &om Qocwnsmw;on of the Rexiad 1295 Plant-in-Seryice Intqim cost Allocation For th; central 
Valley Prqbu;t, Volume 2 of 3, November 1998, Section 2. Attachments to letter to Central Files from Regional 
Economist dated March •• 1976 . 
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In compiling the 197S short-form allocation, Reclamation made the crucial decision to change its 
fundamental assumption with respect to the SPA for the power purpose. Instead of continuing to assume 
that, a fossil fuel plant was the preferred SPA, the decision was made to change to a nuclear plant 

It is helpful at this point to gain a. perspective on the world energy conditions leading up to the time of 
Reclamation's preparat;ion of the 197S short-form allocation. TIie decade of the 1970's was a period of 
significantly escalating energy prices. The Arab Oil Embargo of 1973-74 was a major cause for the 

· disruption in the energy market. However, there were other factors as well. The Energy Information 
Administration of the Department of Energy descn'bes the period effectively in its publication, ~ 
Chan&h\1 Structure of the Electric Power Industry; An U:pdate3

• In a section entitled, "Years of 
Challenge: 1971-1984," it commented as follows: 

During the 1970,, tlu, electric utility industry moved from aecr11a1ing unit costs and rapid growth to 
Increasing unit cost, and slower growth. Among tlu, mqjor facton affecting the ,l,ctrlc tltlllty industry 
during the period wve g1neral inflation, Increases In fouil-fael prlcu, tmVironwu,ntal concuns, 
consr,atlon, and prob/au In ti. m,char power lndflltry. • 

Finl, d"'1'ic utilitla with mnbitious C'1pilal cpan,ion programs heavily financed by borrowing were 
particularly affected by inflation. b technical and regulatory reqairemenl:I inereased constnl.Ctton lead 
times, thtl Impact of Inflation wa, compmmdt,d. 

Second, In the /970, all foa:til-folll pricu 1'08e sharply. Petroleum com more· than do""1ed In 1974 alone 
and incrNSed an overage of over 26 percent a year for tM 1970-1980 period:. Nantral gas prices, 
amJUl1'ated by d«xmtrol under the Natural G08 Policy Act (NGP.,f, P.L. 95-621), rose by over 23 percent a 
year, with thtl largf!.ft increasa occurring after 1978. Coal price lncreasa avera,ed almost 16 percent a 
year. 

Third, during the 1970, fflllironmantol legislation increas,d the costa of building and operating electric 
utility (particularly coal-:flred) JXIWV plants. The Clean Air Act of 1970 (CU.. P.L. 91-604) and Its 
amendment, In 1917 (P.L. 9S.9S) r,quind utilltiu to r1duC11c pollutant emi.uiOM, particularly SO,. causing 
mcre011u In capital, fag( and operating costa. The Act also limited us, of tall stack:t 10 diapene emissions. 
The Fedo-al Water Pollution Control A.ct of 1972 ("Clean Water Act, .. P.L. 92-SOO) limited utility waste 
dischargBB Into watu. In addition. the Ruource Conservation and Recovery Act of 1916 (RC1U P.L 94-
580) directed standard& for dlsposal.ofboth hazardm1$ and nonhazardmt.r utility wastes. 

Finally. conservation legislation ,jf«:ttvely barred utiUttu from wider use of not:ural gas and petroleum. 
The EMIV Supply and Environmental Coordination Act of 1914 (UECA.. P.L. 93-319) allowed the 
F,r:kral Government to prohibit electric vtilltiu from burning nahlral gaa or petrolewn. The 1978 
Pow,rplant and Indilstrial Fwl Us• Act (FU.,f, P.L. 9.S-620) ntCCffd«I ESECA. and anntkd F'1dtrral 
prohibition~- 11uJ National Energy Comervatlon Policy Act of 1978 (NECP.,f, P.L. 9U/9) required 
utllitiu to provide raidentlal COll8flllWI fre• consevatlon servtce., to encourage slower growth of 
electricity umand 

In addition to the various energy-related issues that were a dominating influence, the period saw the 
beginning of high inflation rate, that are without precedent in this century aside from that experienced in 
war times. Figure 2 depicts the historic pattern of tho Consumer Price Index. 

'De Awnaor structure otthe Electric Power Industry; Au Update, Updated May 30, 1997, Energy Information 
Administration, Office of Coal, Nuclear, Bloctric and Alternate Fuels, 
http://www.eia.doe.gov/cneati'electricity/ch&.stt/contacts.btml 

3 
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• It was against this backdrop that Reclamation had. to examine the choice of a SPA for the power function 
of the CVP. Nonnally. a change in assumptions as dramatic as that from fossil fuel to nuclear as the basis 
for determining the SPA for power would not 1,e appropriate for the fivo-yeai intervals in which the short• 

form allocation was performed. However. faced with the wide acceptance of nuclear power in the 
immediately preceding years, tho alarming predictions of continued escalation in the cost of fossil fuels, 

and the environmental and other concerns that were surfacing. and presented; with support from the 

Federal Power Commission. Reclamation economists . were faced . with the difficult decision. 
Understandably, they made the hard choice to revise the allocation, with the effect of increasing the cost 
of the SPA power cost by 116% over the amount used in 1970. 

As it turns out, subsequent events did not play out as expected. Tho 1975 allocation was published in 
March 1976 and, whhin two years, nuclear power bad. disappeared entirely from tho field of viable 
choices as an energy source in the U.S. Only four construction permits were issued for nuclear plants in 
1977. only one was issued in 1978, and not a single one has been issued s~ tbea Figure 3 depicts the 
dramatic reversal in popularity which the nuclear choice experienced after 1975. 1 

Nuclear.Power Plants 
Construction Permits Issued. bv Y car 

1960 l 1971 
1961 2 1m 
196.S 1 : 1973 
1966 5 1974 
1967 13 1975 
1968 21 1976 
1969 5 1977 
1970 10 1978 

No construction. permits Wffll lSSUed. after 1978 

Fipre35 

3 
5 
10 
12 
7 
6 
4 
1 

• Compiled from U.S. Bureau of Labor Statistics Consumer Price Index data. 
!\1)://ftp.bls.aov/pub/~cpi/cpiai.txt 
J From NRC Information Oipst (NUREG - 1350 Volume 9) Appendix A: US Commercial Nueloar Power 
Reactors 
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Tho aforementioned publication of the EIA records the events in the following commentary: 

Expected high dlCtrlclty •and grawth dtd not matmallz• In the 1970.,. Instead, capacity gruwtl,.began 
to outrfln lncreasu In d.mand. F07 the flnt tlm• In th, history of U.S. dectrlc power, ,l,ctrtcJty pr-tea ros, 
cons&tffltly, with nominal price tncr,ascr, aw,raglng 11 ,,.,-co,t a y,ar. Constlqllffltly, d«mand and 
g,neratlon growth moduattd to Just t1ffl' -1 pdl'C4tnt a year. However, capacity growth condm1ed at a rate 
of 6 p,unt a y«I/', SlacktlMd "-and growth, coup/«/ with completion of o:JUIIUivl new capactty; l,jl 
'Ulilitia with ~cus capacity and without n,w rt/llffl#u to pay for. it Al a ruult, .rom, ,lcctrtc utilities 
SlfffflNdfinand<!I .retbacb and lncwrtd declining UtllllStor co,(ldene&. 

Tht, commercial ffllCifUII" pqwu lndultry ,xpandd rapidly but abo m"1 sericnu rnersu. From 1971 
thruugh 1914, JJJ n,w nuclear unit& wr, ordtrnd, at an average capacity of about 1,100 megawatt/I. 
Inflation ond ml labor and matmall cost tncrea.ru quickly affectld Ct»f;ltrUction co,t, of 1111clear powet' 
plants, wlril• high illtuut rata rtd6•d financing co.rts. Capital COits rose from olJotAt $1 SO per kilawatt in 

· 1971 to OWi/i' $600 after 1916. Utllltlt.1 building commercial n,,clear facllltlafac«lftnanclal dljflcultta In 
justifying and m•etlng tlta• lncr,a.red coau. Safety concmu iru:r806ed. Finl, In Fibf1IIV)I 1979 the 
N11dur Replatory COll.'lmilJion (NRC) 1/nd down jlft Of'#'atlnl NtlCtor& following t:OIICfflU abo'UI 
dJll'abllity during ""11"thquaka. 77,en, on March 28. 1979, tht, Nation's mMI siplftcant commD'Clal nuclear 
occident OCC'lflffd at th, Three Mil• laland Nvmber 2 nactor ,war Harrl6bwrg. P~ 

Tha• nent& hfttghten.d public~ anti S[AIINd oppo,itlon to commm:ial mtel.ar power. 
Al a IWlllt of higher co.rt,. slacuning •l•ct1'1ctty demand growth. and public concl11'1I, d.mandfor miclear 
powe plant1 dropped quickly In dN mid- and lat•/970, . .,f/t,r 1914. new orw1 plummlled anti 
canc.ellailoru acc.lvated. No INIW r.actor orderl wer• placed after 1918. Mor~er. 63 iutlu wer• 
canaeltld bdwun 197S and 1980. 

In addition to the fundamental assumption about tho type of plant for a SP A, Reclamation also made · 
some striking alterations in its assumptions about costs. The 1970 allocation had specified· a capacity 
value, or plant cost, or $11.67 per kilowatt: per year. Although tho available report of the 1970 allocation 
does not include details as to tho development of this factor~ it can be derived that on the basis of a 100· 
year amortization ~od and at an interest rate of 3.25% as descn"bed in the repo~ the capital cost of the 
fossil fuel plant used in the allocation was about $344 per kilowatt of capacity. On the other hand, in tho 
1975 allocation, the cost of the nuclear SPA was based on a capacity value of $36.00 per kilowatt per 
year. Using the same assµmptions with respect to amortimtion period and project interest rate, this value 
suggests a plant capi1al cost of about $1,062 per kilowatt of capacity. The alarming aspect of this data is 
that at Sl,062 per kilowatt of capital cost, the nuclear plant was far more costly than industry oxperionco 
up to that point in time would suggest. Tho data in figure 4' depicts the capital costs incurred for plants 
placed in service in the 1970's: 

Nuclear Power Plants 
Canibi1 Colt of Plant 

No.of Coat Ran Cl ($/kW) A~ Avera,e 
Year Plant.a Low Hip Coat Slzc 

i$.'kW\ (MW\ 

1971 ., 124 330 199 645 
1973 20 112 482 260 821 
1975 30 109 652 354 851 
1911 14 197 720 413 m 
1978 7 187 !130 395 1030 
1979 14 240 !177 370 1020 
1980 20 296 !172 47' 983 

Fipre.f' 

6 From Power Qooer,tiqq- R.mun;M, Beus Technology, and Costs. Philip a. Hill, c 1977 by The 
Massachmet.ts Imtitute ofTechnoloo, reprinted 1980, Table 7.2. 
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In comparison, fossil fuel plants were also experiencing increases in the capital cost of construction and, 
as described earlier, oven more significant growth in fuel cost. Apparently, the economists were 
convinced that the cost of fossil fuels would continue to escalate at a pace that would allow the then-sky• 
rocketing costs of the nuclear altematjve to remain competitive. 

Again, subsequent events did not occur as originally assumed. As an examplet in pRCisely the same time 
frame that the 1975 allocation was being completed, Reclamation was participating in the construction of 
the Navajo power plant in northern. Arimna, a coal plant to be used as the source for power for the 
Central Arizona Project That 2,250 megawatt plant was completed in 1976 at a capital cost of about 

$422 per megawatt. Forecasts being used in 1975 for other fossil fuel plants to be constructed in future 
years are shown in figure 5. 

Alternative Power Plant 
Ca ~ital Cost of Plant (in $/kW) 

Mat'ls Cmtin• 
Labor & &ruio JDC encles Total 

800MWCoal 

800MWOil 

159 

140 

194 

152 

Procedures Used for die AJlocatlou Update 

85 

71 

106 

96 

615 

459 

In addition to the problems noted above relative to estimating tho costs of power plant alternatives, the 
1975 short-fonn allocation also bas a significant technical flaw in the allocation principles usod in 

developing the SPA for power. Because the CVP was constructed over such an extended period oftime
from the late 1930ts through about 1981 - the alJocation process requires that all components of a cost 

allocation be placed on a- common time frame. Reclamation chose to do this by indexing forward to 1975 
the costs of the water supply components and certain other aspects of tho allocation. It is important to note 
here that fl~ control was not indexed. With respect to power, the SPA and benefit calculations were 
made on the basis of entirely now operating criteria, not on the basis of indexing the cost of employing the 
old critoriL This approach allowed Reclamation to consider not only power generation technologies that 
were not available in an earlier time (Le., nuclear), but to also consider environmental, regulatory, 
sociological, and other factors that influenced the selection and cost of alternatives. This can and did 
result in an unbalanced analysis, given that the· other existing proj~t purposes were evaluated based on 
criteria and assumptions from an earlier time period. In other words, tho playing field was no longer level 
and tho components of the allocation were no longer evaluated on a common timo frame. 

In the 1975 short form alJocation it was only the power project purpose assumptions that. as described 
aboveJ were subjected to modification in their fundamental assumptions. The water supply factors were 
changed primarily by the indexing of costs from 1968, whi9h was the basis for the 1970 allocation. to 
1975 cost levels. The benefrt value for navigation wu changed slightly, from $1.26 million per year to 

SI .S million, and the discount factor wu reduced from 3.25% to 2. 75% to cause a total increase of $12 

7 From Power Qcmration- ttesowm,, fllllVYl0 IeclmoJo&Y, and Costs, Philip o. Hill, o 1977 by The 
Musachuaotts lmtitute ofTechnology. reprinted 1980, Table 7.3. 
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; 
million in the capitalimd navigation benefit It is significant to note that no change was made in the value 
of annual flood control benefits between 1970 and l97S. 

The end result, as i11ustrated in Figure 1 on page 2, was that the justifiable expenditures for water supply 
and power increased significantly, which caused the Base 1 allocation factors to increase 2 and 16 points, 
respectively, for water and power. At the same .time the Base 1 allocation factor for flood control 
decreased by nearly 1S points. This action has the effect of shifting approximately 15% of the multi
purpose costs (Base 1 costs) from the non-reimbursable flood control function to the reunbursable power 
and water supply functions. To impose such an enormous shift in costs from non-reimbursable to 
reimbursable ftmctions without conducting a new flood control benefit study is unreasonable and 
produces an inequitable allocation·of costs. 

Periodic Update of tile Alloeadon1 

Had Reclamation's practice of pei:forming a mltjor cost allocation study every ten years and a short-form 
allocation at the five-year mid-point between nuuor studies, been continued there would have been a 
.major study performed in 1980 and again in 1990, with short-form allocations occurring in 1985 and 
1995. Had these studios .been cc;,mpleted, there would have been ample opportunity to revisit and 
overcome the inequities resulting from the 197S short-form allocation. However, these periodic updates 

· have never been performed. Consequently, the 1975 allocation has remained standing as the fowidation 
of all subsequent allocations. 

Recommendadon 

We recogni~ that tho performance of a new cost allocation study is an expensive, time consuming 
process, and that it appears to not be economically feasible to undertake one at this time. We therefore 
propose that Reclamation return to·the 1970 Separable Costs Remaining Benefits cost allocation factors 
until such time as a new study becomes warranted. It is important to note bore that wo were able to re-

compute tho 1970 joint cost allocation factors using tho available data without exception. Additionally, 
wo wore able to re-create the 1970 separable cost allocation factors from this samo sot of data. 

The rationale for returning to the 1970 SCRB is as follows: 

1. The 1970 SCRB represents the last time a major cost allocation study was performed. Although there 
is limited documentation on both the 1970 and 1975 SCRB's, we have reviewed the existing 
summary and detail information for the 1970 SCRB and have concluded that the underlying 
assumptions are reasonable. · 

2. Our analysis indicates that the power plant assumptions utilized in the 1970 SCRB are considerably 
more representative of power industry conditions existing throughout the decado of the 1970's than 
those used in tho 197S SCRB. Additionally, the 1970 PQWer plant assumptions are more 
representative of subsequent periods after nuclear PQWer was no longer a viable energy resource 
alternative and after the ·period of increasing spiraling energy prices ended. · 

3. Tho allocation of multipurpose costs to the flood control project purpose will be properly restored to a 
reasonable and equitable level. Partial flood control studies of selected components of the CVP since 
1975 have given a strong indication that flood control benefits are substantially widerstated, even in 
the 1970 time frame. 

7 
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In developing the 1970 separable and joint cost allocation factors and implementing them in allocating the 
plant-in-service costs of the Central VaUey·Project, we deviated trom the original 1970 allocation in one 
important instance with the regard .to the allocation of costs for the Friant Dam and Reservoir. In 
reviewing the documentation for the 1975 short-fonn allocation, wo noted that Reclamation had 
performed a separate dual purpose SCRB for Friant Dam and Reservoir, which allocated the costs entirely 
among its two authorized purposes of water supply and flood control. In the original 1970 SCRB, Friant's 
costs were treated similar to other multipurpose project features resulting in a portion of the costs being 
allocated to the power project purpose for which there is no authorization. We concur with Reclamation•s 
approach to allocating Friant Dam and Reservoir costs in the 1975 SCRB and have followed that 
methodology in recreating the 1970 SCRB factors*. 

The impact of utilizing the 1970 SCRB factors (modified as noted above for Friant D&R) to a11ocatc the 
CVP costs results in a shifting of $45,930,000 trom reimbursable project costs to non-reimbursable 
project costs, primarily back to the Flood Control project purpose (approximately $40 million). In 
comparison to total in-basin plant-in-service costs of $2.9 billion, this represents a 1.58% cost shift. 

Please refer to Appendix Ope of this report for supporting documents, schedules and computations. 

!Environmental Re-operation ot the Proiectd Since the last CVP cost allocation study (perfonned in 
1975). the authorized purposes of the CVP have been greatly expanded and the project bas undergone 
significant re-operation. The accomplishments of the project have been altered dramatically as a result of 
various legislative acts and policy decisions _including the CVPIA, ESA .and Bay/Delta accord. There is 
also the potential for CALfED to create additional impacts on CVP operations. 

The cum:nt cost allocation methodology does not adequately reflect the significant new environmental 
benefits that have been generated by re-operation of the project and .the associated enhancement and 
mitigation activities that have subsequently ensued. Nor does the current allocation reflect the significant 
diminishment of benefits seen by the water and power functions. 

Section 3406(a) of the CVPIA amended the CVP's Authorizing Act of August 26, 1937 to establish the 
environment as a new project purpose. This new environmental project purpose was established for the 
purpose of mitigation, protection, restoration and enhancement of the environment In many instances, the 
CVPIA specifies the sources of funds and the allocation of expenditures associated witb particular tasks 
to be performed. However, in other instances, the CVPIA is silent This poses significant problems with 
regard to reflecting the impacts these activities have on the project when perfonning the allocation of. 
CVPcosts. 

The difficulties and ambiguities of the CVPIA arc particularly QOntrasted with regard to CVP water 
supplies reaHocated to the environment under Sections 3406(bX2) and 3406(d). Section 3406(bX2) 
dedicates 800,000 acre-feet of CVP yield toward fish and wildlife activities carried out under the CVPIA. 
Section 3406( d) is more specifiQ in nature and dedicates additional CVP water toward meeting the water 
supply needs of wildlife refuges. 

Section 3406(d) provides very specific instructions regarding the repayment responsibility for the 
differing levels of refuge water supply needs •. As such, a reasonable basis exists for allocating costs to this 
activity through the CVP cost allocation process. Under tho current cost allocation method, this is 
accomplished through the water supply suballoeation. The suballocation in~s the historical and 
projected deliveries to the wildlife refuges and categorizes them as being either Level 1, 2 or 4 deliveries 
(as dotennined by-the Refuge Water Supply Report released by Reclamation in Mareh 1989). In 
accordance with the CVPIA, costs allocated through the cost allocation proceas to Levels l and 4 are 

1 This actually lnctuscd the allocation of Friant D&R coats to the reimbursable project purposes of irription and M&I by 
$770,000 compared to the cxistina allocation. . 
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considered environmental enhancement and are non-reimbursable to the contractors. Costs allocated to 
Level 2 through the cost allocation process are reimbursable by tho water and power contractors. 

In addition to incorporating Section 3406(d) deliveries to the refuges in the water supply suballocation, 
Reclamation further reflected the impacts of environmental re-operation on the project by reducing 
projected deliveries to export contractors by as much as S00/4 of contract entitlement in the current period. 
Projected deliveries gradually increase back to l 00% of contract entitlement by 2026 under the premise 
that water reallocated to the environment will be replaced with newly developed supplies and/or 
conservation efforts. 

h is important to note at this point that the CVPIA established the environment as a new project purpose 
with equal status to the previously existing project purposes. As such. consideration should be given to 
this new project purpose in developing the separable and joint cost allocation factors under the SCRB 
process. However, as noted earlier, it is not cost effective to perform a new SCRB at this time. We have 

· concluded that the water supp)y suballocation provides a reasonable alternative for alloeating CVP costs 
to the environment until such time as a new cost allocation study can be pcrfonned. 

Recommendation 

To further refine the water supply subaUocation, we propose that the 800,000 AF of environmental water 
under Section 3406(bX2) of the CVPIA is treated in a manner similar to the wildlife refuge water under 
Section 3406(d). While the inclusion of the b(2) water in the water supply suballocation will still not fully 
reflect the environmental re-operation of the projects it will result in a step in the right direction. 

Wo are aware of the significant difficulties involved in incorporating the b(2) water in the water supply 
suballocation. Chief among these difficulties is the absence of guidance in the CVPIA regarding expected 
annual demands for the 800,000 acre-feet as well as guidance pertaining to the allocation of the associated 
costs between the reimbursable and non-reimbursable components. Clearly Jiowcver, in spite of the 
inherent difficulties; an attempt to allocate CVP costs on some reasonable basis to reflect tho impact of 
implementing Section 3406(b X2) of the CVPIA must be mado. The CVPIA specifics that two of its goals 
are to protect and enhance the environment. To ignore the role that the b(2) water will play in this process 
is a significant shortcoming of the cummt cost allocation. 

) 

The key to incorporating the b(2) water into the water supp)y suballocation lies in developing a water 
delivery schedule for the environment. While not a perfect solution, we believe that the assumptions 
presented herein can be used to develop an environmental water delivery schedule for the b(2) water and 
provide a reasonable and equitable basis for allocating CVP costs. 

The following assumptions were used to develop an environmental water delivery schedule: 

Allumption• for Environmental Water DeHvery Schedule 

l. Select a geographically representative sample of irrigation and M&I contractors from Schedule A-12 
of the CVP Rate Books that together have contract entitlements adding up to 800,000 acre-feet. 
Reclamation's Octobers. 1999 final decision for accounting for the 800,000 acre.feet could be used 
as a guide in selecting contractors by geographic region. For example, the Reclamation proposal 
refers to Upstream Actions (Shasta, Trinity, Folsom, New Melones) and ;Delta Actions. The report 
goes on to estimate that between 200,000 and 350,000 acre-feet would be needed for winter/fall 
upstream actions and the remainder to be available for sprini'summer measures. both in the Delta and . 
upstream. Based on this information, we would split the difference and pick contractors from North of 
the Delta amounting to 400,000 acre-feet and contractors from South of the Delta amounting to 
400,000 acre-feet, and further divide the selection process to pick 15% M&I and 85% irrigation to 

9 

GOV0000697 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 347 of 597



Appx0345

approximate actual usage between the two user groups. The resulting representative contractor 
delivery scheduJei would bo combined and serve as an environmental water delivery schedule. 
Environmental deliveries would begin in 1993 and run through 2030. 

2. Total water supply for purposes of the water supply suballooation would equal the sum of the 
historical and projected deliveries for M&I and irrigation for the period 1949-2030, plus tlfe 
environmental water delivery schedules for CVPIA Sections 3406(d) [Wildlife Refuges] and 
3406(b)(2) [Dedication of 800k AF]. The b(2) environmental deliveries would gradually increase in 
the same proportion that projected contractor deliveries increase in Schedule A-12 so that by 2026, 
the contractms would once again haver their full entitlement and the environment would have full use 
of the 800,000 acre-feet. The ratiooaJe is a follows: 

• The CVPIA provides that M&I and irrigation will get replacement water for the 800.000 acre-feet . 
allocated to the environment. Reclamation in establishing Schedule A-12 took into consideration 
the South Delta constraints by reducing projected deliveries to as low as SO% for exportors. These 
restrictions are gradually lifted under the assumption that makeup water will be found. 

• The CVPIA contains shortage provisions for b(2) water of up to 25% when irrigation deliveries 
are reduced because of bydrologic circumstances; therefore, it is reasonable to assume a buildup 
schedule similar to the one created for water contractor deliveries for environmental deliveries. 

3. For the period 1993 through 2006, none of the 800,000 acre-feetofb(2) water would be considered as 
environmental enhancement water. Environmental enhancement would be assumed to begin in 2007. 
37.5% of the b (2) deliveries would be classified as environmental mitigation deliveries reimbursable 
by tho federal water and power contractors beginning·in 1993. The rationale is as ·follows: 

• Calfed projects that Phase 1 of the Calfed environmental restoration/mitigation project will take 7 
years to complete. During that time, the majority of the projects being conducted will be to 
restore/mitipte the environment. Assuming that Phase 1 begins in FY 2000, the environment 
should be significantly mitiga~ and environmental enhancement should occur by the 2007. 
Although not CVPIA specific, Calfed's projections provide a good indicator as to when we can 
expect environmental enhancement under the CVPIA to occur. 

• Tho CVPIA clearly states that a portion of the b(2) water is for enhancement and Reclamation bas 
reinforced this statement in their Cost Allocation Public Workshops and in their October S, 1999 
final decision for accounting for the 800,000 acre-feet. Tho problem is that neither tho CVPIJ\. nor 
Reclamation•s October S- final decision provides guidance for determining the reimbursable 
portion of the activities covered under Section 3406 (b)(2). Altbo~gb no specific guidance is 
provided, other sections of the CVPIA routinely established 37 .s%· as the federal reimbursable 
cost share percentage. This provides a reasonable indication as to what Con~s considered to be 
environmental mitigation to be repaid by the federal water .and power contractors. Therefore, it is 
reasonable to apply this sam~ percentage to the 800,000 acre-feet ofb(2)water. 

The resulting water supply suballocation factors developed by applying tho above environmental water 
delivery assumptions would result in a shifting of $18,250,000 from reimbursable costs to non• 
reimbursable costs. In comparison to total in-basin plant-in-service costs of $2.9 billion, this represents a 
0.63% cost shift. 

Please refer to Appendix Two of this report for supporting documents, schedules, and computations. 
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Summary of Impacts; 

The table below summarizes the impacts on th~ allocation of CVP In-Basin Plant-In-Service costs for .the 
proposed SCRB and Environmental Ro-operation changes noted above. This table docs not reftect the 
impacts of issues discussed in the "Other Cost AHocation/Repayment Issues" section that follows. 

In total. $64 million are reallocated from the reimbursable project purposes of M&l, irrigation. and 
comm~ial power to the non-reimbursable project purposes of navigation. flood control, and fish and 
wildlife. The reallocation of $40 million· to flood control essentially restores the level of allocated costs to 
their pre-1975 Short-form Allocation levels, which we believe provides·• more fair and equitable 
representation of the value of flood control to the project. 1hc majority of the increase in allocated costs 
to fish and wildlife is due to the inclusion of the 800,000 acre-feet of CVPIA Section 3406(bX2) water in 
the water supply suballocation. We believe this re$Ults. in a more fair and equitablo representation of the 
increased value of the project to the fish and wildlife purpose as a result of project re-operation. 

Central Valley Project 
Joint Water and Power Contractor Cost Allocation Proposal 

Summary of Clwaaes In Allocated Plaat•In-Servlce Costs 

IDBuill 
USBR Contractor 

Exl1tin Allocatloa Pro Allocation Chan ta Allocation 
Dollan Perceat DoDan Percent . Dollan Percent 

PJant-fu.Service Cost per 9/30/98 Bureau Cost Allocation 2.853,,21,,211 98.421% 2.8'3,S28.2 l l 93.421 
Capitaibed CVPIA Prosrammatk Bnviroluncnr.J 
Impact Study Costs 19,,39,271 0.674% 19,$39,211 0.674 
Capitaliz.od DefClrecl Interest 26,244.984 0.905% 26,244,984 0.905% 
Total Pla■t.ta-Semct lavettm•at 2,m,311.4'6 100.000% 2,899,312 100.000% 

Noa-RelmbunabJe Cotta-Fecknl & State 
Direct Aaaiped Costa: 

federal Tax Payer 67,964,007 2.344% 67,964,007 .2.344% 0 0.000, 
State Share of San Luis loint Facilities 220.249.49.2 7 • .597" 220,249,492 1., 0 0.000% 

Water Quality Improvement '-613,449 0.194% "613,449 0.1 0 0.000% 
Naviptioa 5,783.326 0.199% 6,699,448 o. 916,122 0.032% 
Flood Control 139,304.037 4.80 179,191,264 6.l 39,994,227 1.379% 
Recreation 73.877,767 1..$4 73.877.767 2.S 0 0.000% 
F't:ih and Wildlife 159.740,402 5.510% 183,187,8'8 6.31 23,#7,456 0.809% 
Othor Allocated Costa 4.'31.976 0.156% 4,354,570 0.1 (177,406) . -0. 

Sul,total Noll-Relmbunable Cotta 677,064.456 23.3!3% 741,244,155 25.566% 64,180,399 2.214% 

Authorized Deterred Un: 
Tehama Colusa Canal 54,450,000 1.878% 54,450,000 1.178% 0 0.000% 
Folsom South Canal 2.425,000 0.084 2,425,000 0.084% 0 0.000% 

Subtotal Autboriad Deferred U■e 56,115,000 1.962% !6,175.000 1.962%. 0 0.000% 

Reimbarul)M Plaat-1...s.nict Cotti (Water and 
Power) l,1'5,3'73.011 7'-616% 2.101,un,,11 72.472% (64,180,399) -2.214% 

M&I 231,502,279 229,895,046 7.929% (1,607,233) -0.055% 
Irri1atton 1,385,131,071 l,3$3, 111.946 46.670% (32,019,126) -l.104% 
Commtrdal Power 548,739,659 518,185,622 17.873% (30,554.037) •l.0$4 

14.686% 'n.472% 64180 -1.214% 

11 
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!Other Cost Alloeatlon/Repayment Iuua~ The Commtttee•s May 19. 1999 comment letter on the 
Baseline All~on contained several other issues that are primarily repayment issues not directly 
dependent on the nature of the cost allocation methodology. These issues require both financial and policy 
level analysis in order to reach a satisfactory resolution. We request Reclamation work with the 
Committee to establish a process for resolving the following outstanding issues. 

• Allocation of CVPIA Capital Expendltum - In a memorandum from the Regional Director dated 
February 11, 1993, Reclamation documented their interpretation of the language "shall be reimbursed 
as main project features" relative to certain costs incurred as a result of CVPIA activities. 

The memorandum states that: 

''Our Regional policy is to allocate reimbursable fish and wildlife mitigation9 construction costs 
on the basis of the structure (main project feature) that necessitated the mitigative measures to be 
undertaken. In almost all cases, this procedure will allocate costs to both reimbursable and non
reimbursable functions. To tho extent that there are reimbursable costs, they will be repaid, as 
appropriate, by direct beneficiaries of.the Central Valley Project (CVP); i.e., CVP water and 
power users, The non-reimbursable costs will be "repaid" by the Federal Government" 

In 1995, an liudit conducted by the Office of the Inspector General questioned R.eclam'ation's 
Regional policy regarding the allocation of reimbursable CVPIA costs under Section 3406(b). As a 
result, Reclamation reevaluated and revised their policy so that those costs are now recovered l 00 
percent from the Project's water and power usors. Because this appears to have been an arbitrary and 
onerous decision from our perspective, we request that Reclamation reexamine this issue and 
formally document their final interpretation, with the appropriate supporting documentation. 

• Sugar Pine Dam and Reservoir Capital Costs - The Sugar Pine Dam and Reservoir and associated 
distnbution system were authorized in 1965 under P.L. 89-161, which was passed primaiily to 
authorize the Auburn-Folsom South Unit of the American River division of the Central Valley 
Project. 

The language of P.L. 89-161 specifies that "the operation of the Auburn-Folsom South Unit, 
American River division. shall k fnt1r,ated and coordinated tom both g flngncial and 9.Qfrgtlonal 
stqndJmlnt. [emphasis added] with the operatiom of other features of the Central Yalley project ••. " 

The 196S Act's requirement that the facilities be integrated both financially and operationally is a 
significant point with regard to Sugar Pine Dam and Reservoir. Sugar Pine, who's reservoir capacity 

• was reduced from 16.000 acre-feet to 7,000 aero-foot and annual yield reduced from 4,000 acre-feet 
to 2,800 acre-feet from that authorized under the 1965 Act. provides no water for the rest of the CVP, 
and its distribution system serves only one contractor. Although Sugar Pino was not integrated 
operationally, it was integrated financially into the project 

Tho issue of the fmancial integration of Sugar Pine in tho absence of operational integration takes on 
additional significance when you consider that the facilities, originally estimated to cost $17 million, 
ultimately cost over $71 million to construct. Of this $71 million, approximately $57 million is 
allocated to M&l for repayment, comprising approximately 26% of M&I's total plant-in-service 

9 Reclamation bu exclusively used the term mitiplion in this context. lbc CVPlA doos not exclusively use this term in the 
context of Section 3406{b). In fact in Section 34()6(1, XO. k ccpUcitly st1ta that l'tbc prof,1'lffll and IC1ivities authorized by 
this section shall. when tully Implemented. be deemed to meet the mitiption. protection. restorltlon. and enllancem,nt 
[emphasis added) purposes estabUahcd by subsection 3406(a) of this title". 

12 
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repayment responsibility for the In-Basin facilities. Approximately $43 million of Sugar Pine costs 
. are allocated to hrigatio, with the remainder allocated to non•reimbursable project purposes. 

Below are a few key points related to the decision to continue with the financial integration. of Sugar 
Pine with the Central Valley Project: 

• On January 6, 1978, Deputy Assistant Secretary of the Interior Dan Beard approved a proposal 
for an amendatory contract with Foresthill PUD that would allow the construction of Sugar Pine 
to proceed. In the memo, Beard made some important observationa: · 

Beard noted that the reduction in size of Sugar Pine was of such significance that 
"The changes raise serious quesf!om in my mind aa to whether projectfaatures, costs 
and beneflt4 have changed to such an BX/ent as to require reauthorization by 
Congress". We have not found any evidence that the project was reauthorized, or any 
Solicitor's opinion that it was not required. 

- Beard stipulated that a "Definite Plan reporf' on the project be prepared "including 
economic j,u,tijlcatlon and financial. analysis". Beard estimated that the contract with 
Foresthill PUD would repay only $9.5 million of the then estimated $17 million total 
construction costs, leaving a significant burden to be repaid by the other CVP 
contractors (primarily M&I). Beard was clearly concerned about this problem, adding 
"I want some assurances that reimbursable com will be repaid within the tinut 
required by reclamation law and that thos1 who will he w,qytnz the excess costs 
have knowledp of it. A Deftnite Plan report s/Jquld bc useful fn this rerqrtf". 
[empha.,u added] 

- In the memo approved by Beard. Reclamation Commissioner Keith Higginson made 
several points: 

He confirmed that "Sugar Pine Dam and Reservoir are geographically separated 
from and Independent of Auburn Dam and its water supply". This is confirmation 
that the project does not meet the operational integration requirement of P.L. 89- · 
161. 

He acknow]edged that the. $85 an acre-foot rate to be charged Foresthill PUD 
was 'not sufficient to recover the construction costs with interest:, but refetTed to a 
1974 policy memo as tho vehicle for recovering tho costs10

• 

• In his response memo on February 28, 1978, Commissioner Higinson advised Secretary Board 
that "It has been determined that reauthorization in not necessary". Further, Higginson added that 
"we feel that the preparation of a definite plall report would not serve any useful purpose". He 
also asserted that "Financial fea,(bility Is also assured because the Central Yalley Project (CYP) 
is considered to be a single project of repayment purposes: that is, separats project parts such as 
FDU are not repaid separately but are combined with al.I other CYP units and all assist in 
repayment of all costs in a manner similar to private utility operations". 

It is important to note that the February 28* memo from Commissioner Higginson makes no 
reference to Secretary Beard's direction that tho other CVP contractors be mado aware of the 
additional repayment responsibility. We are not aware of any formal notification to that affect. 

10 In 1914, Reclamation issued a memo establishi111 a standard M&I rate for CVP eustomcra. such rate to be maintained at a level 
sufficient to pay off all MAI storage and conveyance costs within 50 years. Forcstblll PUD's new contntct was neaotiated under 
that policy, at a rate of $85 an acre-toot 

13 
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Given the significance of the repayment responsibility to the CVP contractors (particularly M&I) and 
the lack of operational integration as originally intended by the authorizing act. we question whether 
it is reasonable and equitable to financially integrate the cost of Sugar Pine Dam and Rcsorvoir. into• 
the Central Valley Project. We request Reclamation analyze whether it was reasonable and proper to 
financially integrate the ~ugar Pine Dam and Reservoir facilities into the CVP in the absence of the 
operational integration specified by the Authorizing Act, and formally document their decision. 
Please see Apptpdl:g Dree of this report for supporting documents. 

• Out o( Duin Enytroamental and Recreatiogftl EebeMtment - The feasibility report fur the San 
Felipe Division (reported in House Document No. SOO) makes reference to environmental and 
recreational enhancements created as a result of Santa Clara Valley Water District•s :re-operation of 
its non-project reservoirs in conjunction with receiving San Felipe water supplies. The ratio of non
reimbursable to reimbursable costs estimated in the feasibility report was approximately ten percent 
non-reimbursable and ninety percent reimbursable. In an August 30. 1994 memo, the Bureau agreed 
to maintain that ratio in allocating San Felipe .Division (Out-of-Basin) costs. 

At issue is whether similar environmental and recreational enhancements were created in the In-Basin 
facilities through ·which San Felipe Division water must pass in order to reach its destination. To the 
extent enhancement costs can be identified, they become a non-reimbursable contractor expense. It is 
our widerstanding that Reclamation has agreed to deal with this issue as part of the current CVP cost 
reallocation study. 

• CVPIA and CALflD Capital Expepdltyrs,- By law, existing CVP facilities must be repaid by 
2030. However, a question arises regarding CVPIA capital expenditures already incurred. or to be 
incurred in the future. By requiring significant CVPIA capital expenditures to be repaid by 2030 
(particularly those incurred toward the ond of the Project repayment period), Reelamation could 
create undue rmancial hardship on the part of the contractors. 

In order to avoid the potential for financial hardship, we request Reclamation analyze the potential for 
establishing separate repayment periods for reimbursable CVPIA capital expenditures (and CALFBD 
capital expenditures should any 8Cj.')rue to the CVP contractors). The decision to establish a separate 
repayment period. should be based on the timing and magnitude of tho expenditure. The degree to 
which Restoration Fund credits offset the expenditure should also be considered. We would be happy· 
to assist Recl~tion in this endeavor. 

14 
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ATTCNTION OJI' 

SPICED-tl 

·: :'\ :\ ...-1/:\.I 
., ,\JI-\ I""'"· 

DEPARTMENT OF THE ARMY 
9ACRAM£NTO DISTRICT, CORPS OF ENGINEERS 

eso CAPrTOL MAI..L 
SAC.RAMENTO. CALIFORNIA 9!5814 

27 PebruaT7 1975 
Appendix C 

COE Letter of 
February 27, 1975. r;:~;~1 . . •• --·'I 

. ·; 1. • :: ··~·. f . ~ ·,~ ; ~ 

t ...:. -··· .. 
· 1.f6J 

!'.r. B. E. Martin, Regional Director 
Mid-Pacific Regional Office · 1--- . ·-·--' 
u. S. Bureau of .ft.eclamation 
2800 Cottage Way 
Sacramento, CA. 95825 

•---·· 
' !-----" ....... --·· 

f .• -· 

1-···---·~. 
\ -~~!</: :~· 

.. , ... -
Dear M:r. Martin; i r·:~-~-- .. --· 
Please refer to your letters of 30 August 1974 and 13 Februa-ry 1975 (your 
reference.M?-740 820) concerning the matter of current flood co~trol 
benefits for Priant, Shasta, Folsom, and Auburn Dams. Upon receipt of 
your 30 August letter we initiated pertinent bydrologic studies of the 

. Sacrnetito. American, and San Joaquin:lliven, since it appeared that the 0-: 
flood e~nts since 1959 could be expected to modify the supporting hydrology !3 
for our 1959 studies. The 1959 studies, through an updating proces•, were ·"'J 
the basis for the flood control benefit estimates provided you in our Ct: 
letter of 25 April 1969. Completion of the hydrologic studies in mid~ S 
December 1974 confirmed our opinion as to the liltelihood of such modifica- :::~ 
Uon. It appears that the effect of the new hydrol<lgy would be to increase. c:.,..:. 
the indicated average annual benefits. Price level increases and increased 
ecortomic development would also increase previously computed benetits. ...c. -, 

V'1 
In recent months the guideline framework for.Corps flood control benefit 
atudies,has undergone extensive change Vi.th concur~ent substantive 
tncreasu in the complexity of such •tudies and in the tima and effort 
necessai::, to conduct them. While we are uncertain as to the ugnitude 
of tbe effect of these iu1,deline change• _9n flood.control benefit 
COl!lputations for the four dams. 1t appears that they will act to appre
ciably decrease the 'f?.enefits. 'Ihese c~siderations of probable ad.verse 
effect of the new guidelines and probable favorable effect. of aew hydrology, 
viewed in the light of general price increases and ec:onomic,gr~h during 
the past five yeara in areas protected by the four dams,. cause us to 
conclude that current flpod control benefits would at least equal those 

.... 

IL__ _ ____.:-=-=-=--:::-.::-.::-.::-.::-~.::;.::;;;:;...::..::..::..::.=-
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SP:KED-W 
27 February 1975 Mr. a. E. Martin, Regional Director 

supplied you in April 1969, but might not significantly exceed them. Inasmuch as it does not appear appropriate to merely update the 1969 benefits, which, as previously indicated, were derived through updating of 1959 values, we recommend that you use the 1969 data to meet your present needs. 

With regard to your future needs and iu view of the desirability of your having project flood control benefits based on new hydrology and derived in conformity with our new guidelines> we further recommend that detailed study of such benefits be undertaken. Our present workload and eseablished prior~ties for work output preclude-our involvement in such study prior to July 1975. While some funding for this work could come from our 0\ffl resources, we estimate a requirement for additional funds in the order of $15,000, with completion of the work by the end of March 1976. 
With regard to current navigation benefits creditable to Shasta Dam, we are of the opinion that an increase over the 1959 estimate, as reiterated in our letter of 25 April 1969, is appropriate. In the absence of detailed -analysis, we consider an estimate of $1,500,000 for such benefits to be reasonable. 

Please let us know if you wish us to undertake the detailed reevaluation of the benefits, and if you can furnish the necessary funds. 

Sincerely yours, 

c::> ~~~/ 'ir~. RO~&;:c, ft. 
Colone.l, CE . 
District Engineer 
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Appendix D 

RESPONSES TO COMMENTS ON 
DRAFT REPORT 

May 2001 

This appendix presents Reclamation's responses to public comments received on the CVP Cost 
Allocation Study Draft Report. The Draft Report was released for public review and comment in January 
200 I and the comment period closed on March 26, 2001. During the comment period, Reclamation 
received comment letters from the groups listed in Table D-1. In addition to soliciting written comments 
on the Draft Report, Reclamation held eight public meetings during the course of the allocation study to 
provide the public an opportunity for input and comments. 

TABLED- I 

GROUPS THAT PROVIDED COMMENTS 
ON THE DRAFT REPORT 

GROUP ABBREVIATION 

Northern California Water Association NCWA 

Santa Clara Valley Water District SCVWD 

Central Valley Project Water Association CVPWA 

Sacramento Municipal Utility District SMUD 

Westlands Water District WWD 

This appendix presents copies of comment letters on the Draft Report followed by Reclamation's 
responses to comments. Responses have been prepared to address comments identified on the letters, as 
indicated with brackets. Many of the letters expressed similar comments regarding the evaluation of 
alternatives and selection of the preferred alternative. Where applicable, responses to similar comments 
are referenced to prior responses. 

In addition to a recommendation that Reclamation continue use of the Existing Allocation 
methodology, the Draft Report recommended that Reclamation begin to identify the data and agency 
coordination requirements to support a new cost allocation study. Four groups commented on the 
recommendations regarding a new allocation study, with two in support and two opposed. 

D-1 CVP Cost A/location Study 
Final Report- May 2001 
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NCWA-1 

Mr. Mi\c Finnegan 
Manager 
Businea R.HOurce& Center 
HurMu nf H 1"1r.l11m11tion 
2800 Cottaie Way 
Sacratucnto, CA 95825-1898 

Dear Mr. Finne~ 

··11a NC. 
HMBlli@i- . 

Mareh26, 2001 

. I apprec;ia.to the opportunity to comment on tho rccc:mly rclcoaod dmft COD.txw Volloy Project Cost AlloCAtion 
Study. The Northern Califon:ua Wat.er A.isoci:l.tion (NC\V A) repreaent1 70 water mpplicrs IUld individual farmers 
who collectively irrigate over X50,tlll0 acre11 nt'rertile Nl'll'them C:difornia farmland, 1nch1dm8' a number of Central 
VaJley Project Sacramento River WaJIJf Ria:htS Settlement ContracT.orS and Water service Contractors. Several of 
our mom~ ill.so deliver water to state and fodcral wildlife n::fil.gC'S and a large portion of this 1-nd RM11S as 
~ foaeonal wetlandll for migrating waterfowl., shot1tbirda :md other wildlife. 

After reviewtna tile study. NCWA hu the followtna cooimcuu: 

• The prcfcm:d ~ltcmativc Ulling the existing t:eat m-u~ undc:matca the flood protection and 
environmental' enhancvnent provided l>y the Central Valley Project {CVP). .. 

• Use of the cost allocation fiiUfes developed in 1975 inflates the joint eost1 allocated to power due to the 
im:IIUiun crl1111h priced 111.K:lwr JX>W=- tu th" lllloalliun. As ll ~ulL, l1wcl wnwl bcriet!A$ ¥n: t.l.tUk:n;tlil.cd 
in the allocation. 

• The .sinale-purpo$C altemar1ve cost, and related hcncflr.s that are accmed tn the authon1.cd )11J1'Fn'ICS 1n the 
1970 allocation study more acx:urately rcprcscm the allocation betWea reimbursable and non-reimbursable 
projcc;t purpose CVP cO!U. 

NCWA-2 [ • 

NCWA-3 [ • 

ne 1,.mcfiu-bued rMthod thould C:Olltinue to be w;ed u lhe means of allocating CVP CQ5U. 

The Bureau of Ree!amation should eonsidc:r the bencflt and viability of c:onductina a new cost allocation 
study that is based upon ..urrc.ut siuslc pui-p°" alteuiali vc: 1)0$1.$ wid cum,.u1. \J.:wo:!i.L a11lli.lU!A.c::ll;. 

t >nee again, thank yn11 for this oppornlnity to comment. 

Si~ly, 

-=r~Pf~ 
Todd Manley 
Dit"el::tnr nf (,nw.mment Ri-latit.1ns 

0-2 CVP Cost Allocation Study 
Final Report- May 2001 
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COMMENT RESPONSE 

NCWA - 1 Reclamation acknowledges that both the 1970 and 1975 joint cost 
allocation factors may not accurately represent the historical or current 
benefits provided by multipurpose facilities of the CVP. In Chapter VI 
of the Draft Report, issues associated with both sets of joint cost 
allocation factors are addressed in detail under the discussion of 
Evaluation Criterion 1 - Allocate Joint Costs Based on Project Benefits. 

A new allocation study would consider all accomplishments and benefits 
over the life of the project, not just those expected to occur in the future. 
As stated in .the Draft Report, "Only a complete, new allocation study 
that estimated project benefits, costs of facilities in service, and single
purpose alternatives could produce joint cost factors that would represent 
current conditions. And, even if one were perfonned, it would still leave 
questions as to how to integrate the results with past uses of project 
facilities and historic allocations used for repayment to date." 

NCW A - 2 Reclamation concurs that joint costs of the CVP should continue to be 
allocated using benefits-based methods, as recommended in the Draft 
Report. In the evaluation of alternatives. several criteria that reflect the 
importance of benefits-based joint cost allocation methods were applied. 
These include: Criterion I - Allocate Joint Costs Based on Project 
Benefits; Criterion 3 - Apply Accepted Cost Allocation Standards; and 
Criterion 4 - Consistency with Past CVP Cost Allocation Methods. 

NCW A - 3 As stated in the Draft Report, a new cost allocation study that considers 
current project benefits and alternative costs would be needed to establish 
new joint cost allocation factors. In addition, historical project 
accomplishments and benefits would have to be taken into account in any 
new allocation study. Chapter VII of the Draft Report recommends 
consideration of a new interim cost allocation based on new estimates of 
project accomplishments- including water supply. flood control, power, 
and fish and wildlife benefits and costs. Because such a study could be 
time consuming and potentially costly, the report recommends that 
Reclamation begin with an appraisal of data requirements and the ability 
of other agencies, such as the Corps of Engineers and the Fish and 
Wildlife Service, to participate in such a study. 

Reclamation notes NCWA's support to begin an evaluation of data 
requirements and agency coordination needed for the development of a 
new cost allocation study. 

D-3 CVP Cost Allocation Study 
Final Repo,.t - May 200 I 
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SCVWD-1 

SCVWD-2 

SCVWD•3[ 

March 26. 2001 

Mr . .Micliael Finnegm 
6usiness:Reso~ Manager. Mid~Pacific Region 
United States B111'Cau of Reclamation 
2800 Cottage Way 
S~to, CA 95825-1898 

Dear Mri Finnegan: . 

5 7 50 ALMADEN F XPWY 

SAN JOSf. v\ 951 ls.J61t6 
mfl'HONE 1-4081 2M-2600 
FACIMIU: 1'"181 :2MC:21'l 
www.1t:vwd.dst.f.u:.u;1 
... UllJ;i. Ol'!Cl!\lW"I _.,... 

Thank you for the opportunity to comment on the Jan$}' 2001, CYP COST 
ALLOCATION S1TJDY - DRA.J-1' REPOR''l: Our appreciation oxtends to the process 
involved:in producing this report. You and your staff encouraged an open process and 
invited contractor participation. Additionally, we recogn.i.7i: the enonnous amount of 
work involved in documenting, com:cting, updating, and lltrtiamiining thl: current 
process. I 

The pretbtred alternative chosen in the draft report is to continue to use the existing 
allocation factors. These 1975 factors do not account for the increase of flood control 
benefits iior do they take into accoum changes that have been ma.de in project operations 
to w:con:imodate the escalation of environmental enhancement.. The understatement of 
benefits ~(;Cived •by eithe,r Iluod control or envirorunental eqhancement significantly 
impacts other water and power users. · 

We do nQt advocate doing a. new allocation study at this time. We ossumc such a study is 
prohibitively expensive and we must, meed with ever increasing. water wstS, make ev«y 
effort to ~ntain costs for our constituents. However, we urge Reclamation to note the 
understa1)em.<:nt of 'benefits allocated to the both Jlood control and cnvirowru:ntal 
enhancement, ask that consideration be given to reevaluation of these benefits when a 
new all~ation is undertaken. 

Firuilly, WO have a specific ooncem about the cost allocation of the Folsom South Canal. 
We believe that the b~;s for dekm::d costs associated with the canal should 1:>t! 
thoroughly reevaluated. 
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: ! 
Mr. Tl Finnegan 2 Marcll26,2001 

. ; 

Ag~.~ appreciate your efforts to make the process involved in completing this study 
open to ~nttactor participation. 

If you ~~c questions, pl~ feel free to call. 
. ; 

s~ 

~~ 
JoanAl~ 
Im~ Watr:r Manager 

. : 
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COMMENT 

SCVWD-1 

SCVWD-2 

SCVWD-3 

RESPONSE 

See Response to NCW A - I 

Reclamation notes SCVWD's preference not to begin development of a 
new cost allocation study at this time. Only a new allocation study could 
evaluate project accomplishments and associated monetary benefits. 

Public Law 89-161, which authorized the Auburn-Folsom South Unit of 
the CVP, provided for deferral of the incremental cost of constructing 
additional capacity in the Folsom South Canal to serve the East Side 
Division of the CVP in the event that division is authorized. The Draft 
Report focused on consideration of alternative joint cost allocation 
methods and never addressed issues related to the determination of 
construction cost deferral for the Folsom South Canal. Therefore, this 
comment cannot be addressed within the context ofresponses to the 
Draft Report. 
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1521 "I" Street 
S.cnniento, CA 9.58U 
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Email: 
Juoa: iPSU®PuM:Plt 
Boin nty;k@l!vpwater.or1 
Geotte: qegn@cxpwatu org 
Serge: smt,1rk@ggH.gn.S91P 

Mr. Mike Finnegan 
Manager 
Business Resources Center 
Bureau of Reclamation 
2800 Cottage Way 
Sacramento, CA 95825-1898 

Subject: Comments on Draft CVP Cost Allocation Study 

Dear Mr. Finnegan: 

March 26, 200 l 

Thank you for the opportunity to comment on the recently released draft Central 
Valley Project Cost AIJocation Study. We would· 1ikc to commend your staff, in 
particular Craig Stroh, for the highly professional manner in which they coordinated 
and worked with the CVP water and power contractors throughout the lengthy study 
process. We thank you for allowing us to submit our cost real1ocation proposal for 
consideration and to be actively involved in the development of the criteria used to 
evaluate the merits of eaeb of the three cost reallocation alternatives. The comments 
that follow express the overall concerns of the Central Valley Project Water 
Association membership regarding Reclamation's selection of the current CVP cost 
allocation methodology as the preferred alternative. Some member districts will also 
be submitting individual comment letters relative to your preferred alternative 
selection. 

In the draft report, the preferred alternative is to continue using the existing cost 
allocation. We could accept the results of tbi.s study if it were modified to correct two 
significant deficiencies that will be perpetuated in the existing allocation. One 
deficiency is the understatement of the benefits (and resulting allocated costs) the CVP 
provides for flood protection. We also believe that the environmental enhancement 
qualities of water dedicated under CVPIA need to be given ample consideration. 
While these two issues were not deemed to have fully met evaluation criteria used in 
the decision making process, we believe these issues are not adequately addressed in 
the existing cost allocation plan and request your reconsideration. 
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CVPWA-l 

2 

We support the two additional recommendations made in the draft report regarding the continued usage 
of a benefits~hased allocation method for allocating CVP costs, and future consideration of a new cost 
allocation study (using a benefits-based approach) should it be determined that the resulting benefits of 
such a study outweigh the costs. We request that the issue's raised by us in the contractor proposed 
alternative, and reiterated in this letter, be addressed as part of any new cost allocation study, when and if 
such a study is conducted. 

Flood Protection 

The contractor proposed alternative used the cost allocation factors developed in Reclamation's 1970 
allocation study rather that those developed in the 197S short-fonn allocation study (the existing 
allocation) to allocate joint costs. We believe the 1970 allocation factors are more appropriate than the 
1975 factors because they more accurately reflect the single-purpose alternative costs and related benefiu 
accruing to each of the authorized project purposes and thus more accurately portray the allocation of 
CVP costs between the reimbursable and non-reimbursable project purposes. 

Of particular concern in the existing allocation (the 1975 short-fonn) a.re the single--purpose alternative 
power costs and flood control benefits. The single-purpose alternative power costs are based on higher
than-nonnal energy costs associated with nuclear power that do not represent the historical or projected 
power situation and as such overstate the joint costs that are allocated to power. Conversely. the flood 
control benefits used in the existing allocation were.carried over from the 1970 study. and were not 
indexed to 1975 price levels. This resulted in an understatement of the flood control benefits in relation 
.to the other benefits used in the existing allocation. As a consequence, costs allocated to flood control 
are understated. By way of comparison, the existing allocation allocates 21.8 percent of the CVP's joint 
com to power (up from 5.9 percent in the 1970 allocation) and allocates 20.5 percent of the CVP's joint 
costs to flood control (dowo from 35.5 percent in the 1970 allocation). 

Environmental Enhancement 

We maintain that the authorized use ofCVP water supplies has been expanded to include environmental 
enhancement as required under provisions of the CVPIA. the Endangered Species Act (ESA). and the 
Delta Water Quality Control Plan. Accordingly, in the contractor proposed cost allocation, we attempted 
to :reflect this re-operation of the CVP by factoring the 800,000 acre-feet of existing CVP water 
reallocated to the environment under the CVPIA into the water supply sub-allocation component of the 
existing allocation. · 

CVPWA-2 The basis for treatment in the water supply sub-allocation was based on the parameters set forth in the 
CVPIA. The result was the allocation of all of the costs of the environmental water supply to the water 
and power users during the period 1993 through 2006-the period when the environmental restoration 
(mitigation) actions are scheduled for completion. Beginning in 2007 and continuing through 2030, the 
costs associated with water used for environmental purposes would be split between the water and power 
users (mitigation) as a .reimbursable project cost and to environmental enhancement as a non
reimbursable project cost. When the entire 800,000 acre-foet is available for environmental use, the 
water and power contractors' share would be 37.S percent of the costs and the environmental water 
oocount share would be 62.5 percent based on a cost sharing formula derived from applicable provisions 
of the CVPIA. 
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We recognize that there are inherent problems with using either the 1970 or the 1975 cost allocation 
factors. and that a completely new reallocation study based on current single purpose alternative costs 
and current benefit estimates would be needed to accurately reflect the appropriate amounts allocated to 
the reimbursable and non-reimbursable project purposes. We also recognize that such a study would be 
potentially expensive, time consuming, and controversial and that now is probably not the time to 
undertake such an effort. However, upon such time when a new cost allocation would be warranted, we 
believe that the two issues, raised above, namely appropriate allocation of benefits and costs (i.e., the 
flood control and power issues described above) should be considered in addition to the enhancement 
qualities of water dedicated under CVPIA. 

We look forward to engaging with Reclamation in the future to address these concerns. If you have any 
questions on the above discussion or recommendation, please contact George Senn of my staff at (916) 
443--1638. 

-sr:_ vil-,z::--_.>-
~~Pettier 

Manager 
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COMMENT RESPONSE 

CVPW A - 1 See Response to NCW A - l 

CVPW A - 2 These issues were considered at length in Chapter VI, Evaluation of 
Alternatives, in the Draft Report. Under Evaluation Criterion 2 -Adjust 
Repayment in Response to Changes in Project Operations, the Draft 
Report addressed the assumption in the Contractors' Proposal that a 
portion of the 800,000 acre-feet dedicated for environmental uses by 
section 3406(b)(2) of the CVPIA is considered enhancement. As 
discussed in the report, the CVPIA does not state that any of the water 
dedicated by provision 3406(b )(2) is for enhancement. The report notes 
that the CVPIA included other provisions for the purchase of 
supplemental water to assure the mitigation, protection, restoration, and 
enhancement objectives of the act could be accomplished. The report 
also notes that provisions of the CVPIA from which the repayment 
formula in the Contractors' Proposal is borrowed do not state that the 
repayment proportions are based on assumed ratios among environmental 
mitigation and enhancement. In fact, as noted in the Draft Report, if the 
CVPIA proportions were fully applied in the Contractors' Proposal. the 
State of California would be responsible for 37.5 percent of the costs of 
water dedicated to environmental enhancement, which was not part of the 
Contractors' Proposal. The report also notes that the year in which 
environmental enhancement would begin (2007), as assumed in the 
Contractors' Proposal, is not contained in the CVPIA, but is based on a 
projection, which according to the Contractors' Proposal, is to be tied to 
CalFed actions. Although CVPIA actions are coordinated with CalFed, 
the repayment provisions of the CVPIA, passed in 1992 before CalFed 
even came into existence, cannot be interpreted as conditional on 
proposed CalFed actions or their assumed success. 

Under Evaluation Criterion 5 - Consistency with Laws, Regulations, and 
Guidance, the Draft Report discusses the significant limitations 
associated with utilizing the water supply sub-allocation to quantify 
repayment obligations for environmental water uses. In particular, the 
water supply sub.allocation is based on actual and estimated future 
deliveries to project water users, including irrigation, M&I, and wildlife 
refuges. The use of this sub•allocation approach was selected by 
Reclamation to conveniently account for shifting uses of water among 
water users. The Contractors' Proposal utilized the same delivery 
estimates as the Existing Allocation, but added up to 800,000 acre-feet 
per year under environmental water use. As discussed in the report, the 
introduction of an additional 800,000 acre-feet to the existing annual 
quantities does not reflect a redistribution of water uses. Also, it 
constitutes the addition of water to total water amounts and thereby 
violates the original intent of the sub-allocation aooroach. 
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COMMENT 

CVPWA-3 

RESPONSE 

Reclamation notes CVPW A's preference not to begin development of a 
new cost allocation study at this time. 
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&MUD 
SACRAMENTO MUNICIPAL UTILITY DISTRICT O P. 0. Box 15830, Secramento CA 95852•1830, (9161 452-3211 

AN ELECTRIC SYSTEM SERVI~• THE HEAAT OF CALIF~ 
\ . . 

March 16, 2001 
ET&C 01-043 

Mr. Mike Finnegan 
Manager. Business Resources Center 
Bureau of Reclamation 
2800 Cottage Way 
Sacramento, CA 95825-1898 

., 
1 
if . 
\ 
I 

M.Ml,"30 2001 ...,,.,.. _______ , ... ~ 
< 

Subject: Comments on Draft CVP Cost Alloc:atiou Study (Jan~ry 2001~- ........................ ;;,; 

Dear Mr. Finnegan: 

As the largest Preference Power Customer, the Sacramento Municipal Utility District 
(SMUD) appreciates the opportunity to provide comments on the CVP Cost Allocation 
Study Draft Report (Report), dated January 2001. The Study Overview, Cost~Allocation 
Alternatives, Summarization of Findings, and the Study Recommendations were all well 
presented by Reclamation at the public meeting held on February 9, 2001, in Sacramento. 
As in the previous public meetings, the presentation was well organized. the materials 
professionally presented, and there were ample opportunities for attendees to orally 
present their questions and/or concerns. 

$MUD recognizes the Bureau of Reclamation's (Reclamation's) efforts undertaken to 
reach the recommendations made in the Report, and appreciates the fa.et that Reclamation 
has been open to a process that allowed both water and power users to gain an in-depth 
understanding of the cost-allocation methodologies used and considered by Reclamation 
to allocated specific and multi-purpose costs among the various project pmposes. 

SMUD understands that in the Report, Reclamation is recommending the continued use 
of the Existing Allocation method, as opposed to adopting the water and power users' 
Contractor• s Proposal, or alternately the GAO supported Proportional Alternative. 
SMUD continues to believe that until a full-blown cost allocation study is completed, the 
adoption of the Contractors• Proposal is the correct choice to follow in the interim for the 
fair allocation of multi-purpose costs. By proceeding with Reclamation's proposed 
continued u.se of the Existing Allocation methodology, Reclamation will only exacerbate 
further the inaccuracies inherent in the current allocation method. 

SMUD's specific comments can be summarized under three major categories: 1) 
Treatment of Water and Power under like methodologies in future SCRB (Separable 
.Qosts, Remaining J;lene:fits) Studies, 2) Fair allocation of multi-purpose project costs, and 
3) Determining a date to commence a full SCRB study. ·-. ,. · 
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SMUD-1 

SMUD-2 

Treatment of Water And Power Under Like Methodologies In Future SCRB Studies 

The core components of the SCRB allocation methodology involve the determination of 
separable costs for each defined purpose, as well as a determination of the single purpose 
alternative, benefits, justifiable expenditures, and the resulting distribution factors. The 
ultimate goal of the analysis is the distribution of joint costs remaining after assignment 
of the separable. costs. h1 the Plant-In-Service Studies that are made by the Reclamation. 
the separable costs are determined by multiplying the total current costs of each facility 
by a percentage factors that were, in most cases, determined back in 1970/75. Significant 
questions arise regarding the current applicability of the factors used and whether or not 
the water and power contractors are treated equally in how the SCRB analysis is carried 
out. 

Generally, water-supply benefits have not been evaluated as part of the SCRB studies 
done to date since Reclamation has assumed, in conducting such studies, that such water
supply benefits would exceed the cost of any single-purpose alternative determined. The 
SCRB methodology requires that the smaller of the estimated benefits attributable to each 
Project purpose, and the alternate costs of achieving each, represent the amount that can 
justifiably be spent on each purpose. On the other hand. the SCRB studies that have been 
completed to date· have utilized benefit studies for power, navigation, and fish and 
wildlife. The practice of not evaluating the water-supply benefits, though possibly 
administratively less burdensome, creates a process that does not allow for similar study 
methodologies to be used in carrying out a SCRB analysis on the costs and benefits that 
accrue to the water and power functions separately. 

Furthermoret because Reclamation has utilized for years the practice of grouping all 
water-supply functions within one general category of water supply, and then sub
allocating the resulting allocation percentages to M&1, irrigation. and fish and wildlife 
water supply, the practice has the effect of under allocating multi-purpose costs to the 
water-supply function as a whole. 

SMUD . encourages, Reclamation to treat the power and water"supply functions in a 
similar manner when determining the justifiable expenditures and subsequent distribution 
factors in future SCRB analyses. 

Fair Allocation of Multi-Purpose Costs 

The CVP allocation process is a complicated methodology that uses data from various 
sources that is then rolled up to establish a repayment obligation for the water and power 
users. Not only do the allocation elements come from various sources, they also have 
been developed at different times. Many of the components of the present allocation 
algorithm depend upon factors that were developed in 1970 and 1975. 
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SMUD-3 

SMUD-4 

As reported in the Contractors' Proposal, the last major cost allocation study for the CVP 
was completed in 1970. A short.form allocation completed in 1975 primarily updated the 
prior 1970 data for the multipurpose facilities in "Base l" including the Shasta, Trinity. 
Folsom, Friant and Delta facilities. 

In the 1975 short form allocation, the power plants used to determine the benefits and 
single-purpose alternatives for the power project purpose were changed from fossil fuel 
plants to nuclear plants. This produced a 116% increase in the justifiable expenditure 
factor for power. In addition, the justifiable expenditure factor for water supply was 
increased by 83% due primarily to the indexing of costs. Meanwhile, the factor for flood 
control was left essentially unchanged except for the use of a different discount rate. The 
end result was the shifting of allocation factors as shown in table below: 

Comnarlson ofCVP Allocation Pereentaees - Base I 
Water F&WL Flood 
SUOt!lV Power Enh'mnt Recreation Conttol Navi2ation Total 

1969-70 54.18 5.63 1.92 0 36.12 2.15 100.00 
Reallocation 

1975 Reallocation SS.19 21.81 0 0 20.49 1.91 100.00 

Difference 1.61 16.18 -1.92 0 -15.63 -0.24 0.00 

Issues Regarding Power Costs 
With respect to power, the single-purpose alternative and benefit calculations were made 
on the basis of entirely new operating criteria, not on the basis of indexing the cost of 
employing the old criteria. This approach allowed Reclamation to consider not only 
power generation technologies that were not available in an earlier time, but to also 
consider environmental, regulatory, sociological, international political, and other factors 
that influenced the selection and cost of alternatives. In other words, rather than evaluate 
the type and cost of power alternatives that could have been constructed in the period 
when the actual CVP facilities were constructed, Reclamation selected nuclear 
technology - an alternative that was not even a possibility at the time of original 
construction. The problems associated with such an approach need to be corrected so 
that the power ftmction is not allocated more costs than is appropriate. 

With the ongoing energy crisis occurring in California and throughout the electric utility 
industry, Reclamation may now be tempted to assume that the cost and benefit 
assumptions used in the 197S "short form" cost allocation study are appropriate. There 
are several factors that will make such an assumption inaccurate; these are: 1) the cost to 
construct alternate power plants have not change significantly over the past few years, 2) 
new power plants operate at a much greater efficiency level as compared to plants built in 
the 1970s, and 3) the present energy crisis is but an unusual spike on a long-term trend of 
power-supply costs. 
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SMUD-5 

SMUD-6 

SMUD-7 

SMUD-8 

Issues Regarding Indexing of Costs 
Because the CVP was constructed over an extended period of time- from the late 1930's 
through about 1981 - the allocation process requires that all components of a cost 
allocation be placed on a connnon time frame. Reclamation chose to do this by indexing 
forward to 1975 the costs of the water supply components and certain other aspects of the 
allocation - although, interestingly, neither power nor flood control was indexed. 

Issues Regarding Environmental Costs 
The current cost allocation methodology does not adequately reflect the significant and 
new environmental benefits that have been generated by re-operation of the project and 
the associated enhancement and mitigation activities that have subsequently ensued. 
Accordingly, the current allocation does not reflect the noteworthy diminishment of 
benefits seen by the water and power functions. These shortcomings need to be corrected 
in the cUITent cost-allocation update. 

The authorized use of CVP water supplies has been expanded to include environmental 
enhancement as required under provisions of the CVPIA, the Endangered Species Act 
(ESA}, and the Delta Water Quality Control Plan. Accordingly, in the Contractor's 
Proposal an attempt was made to reflect this re-operation of the CVP by factoring the 
800,000 acre-feet of existing CVP water reallocated to the environment under the CVPIA 
into the water-supply sub-allocation component of the existing allocation method. The 
basis for treatment in the water-supply sub-allocation was based on the parameters set 
forth in the CVPIA. The result was the allocation of project capital costs for the 800,000 
acre-feet to the water and power users during the period 1993 through 2006-the period 
when the environmental restoration (mitigation) actions are scheduled for completion. 
[Beginning in 2007 and continuing through 2030, the costs associated with water used for 
environmental purposes would be split between the water and power users (mitigation) as 
a reimbursable project cost (37.5%). and to environmental enhancement as a non
reimbursable project cost (62.5%)). 

We recognize that the performance of a new cost allocation study is an expensive, and a 
time consuming process; we are also concerned about continued use of the inappropriate 
cost-allocation factors for determining the repayment responsibilities of the power 
function. Accordingly, we propose that Reclamation return to the 1970 Separable·Costs 
Remaining Benefits cost allocation factors until such time as a new study is completed. 
When a new cost allocation is conducted, we believe that the environmental enhancement 
qualities of water dedicated under CVPIA, in addition to the fair allocation of multi
purpose costs, should be considered as part of all future SCRB studies. 

Determining A Date To Commence A Full SCRB Study 

I 
As stated before. we also recognize that carrying out a full SCRB study could be 
expensive, time consuming and controversial. Given the recent history of Reclamation•s 
attempts to conduct and successfully complete cost-allocation studies, we believe that 
now is the time for Reclamation to start planning and budgeting for a full SCRB study. 
SMUD estimates that such a study will take million of dollars and several years to 
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SMUD-8 
(continued) 

complete, and therefore it is necessary to plan for and establish a target date as to when to 
commence and complete such a study. SMUD supports Reclamation's proposal made in 
the "Recommendations" section of the Report to first make an evaluation to identify what 
existing data is available for use, what new data would be required, and the level of effort 
needed to perfonn the analysis required under a new cost-allocation study. Also, as 
stated in the Report, SMUD supports Reclamation's recommendation to involve other 
agencies that would be expected to provide input to a new study, such as the Corps of 
Engineers. 

In summary, $MUD requests that Reclamation make the following changes to the cost
allocation methodology to be used in the interim until a full cost-allocation study can be 
undertaken, and completed: 

1) Return. to the use of 1970 data and associated cost.allocation factors with respect 
to the power function. · 

2) Adj~ the allocation factors for flood control and environmental restoration to 
reflect the increased benefits that have accrued to these functions, and the 
associated decrease in benefits to the water and power functions. 

3) Index the 1970 data to the present time frame in a consistent manner for .all 
project functions. 

Details supporting these requests have been provided in the Contractor's Proposal, which 
have been previously provided to Reclamation. · · 

Thank: you for considering our requests. . Your immediate response to the above 
comments, suggestions and requests would be appreciated. 

Sincerely, 

~).J?~J 
Edward J. Roman 

Senior Power Contracts Specialist 

Cc: Craig Stroh. USBR 
Howard Hirahara. Western 
Jason Peltier, CVPWA 
Matt Foskett, NCP A 
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COMMENT 

SMUD-1 

SMUD-2 

SMUD-3 

SMUD-4 

RESPONSE 

The judgment of economists at the time of the last detailed cost allocation 
studies in l 970 and l 975 was that water supply benefits would exceed 
the cost of single-purpose alternatives. Since M&I benefits are normally 
based on alternative costs, the most critical judgment at the time was that 
irrigation benefits, which are based on farm income, would be greater 
than the single-purpose alternative cost to provide an irrigation water 
supply. The SCRB method provides for the use of such simplifying 
assumptions where appropriate. Given the recent pattern of agricultural 
returns, this simplifying assumption may not be appropriate for some 
time periods if a new allocation study were to be undertaken at this time. 

If a new cost allocation study were undertaken, it would consider all 
benefits, including irrigation benefits, over the life of the project rather 
than at a single point in time so that periods of agricultural prosperity 
would be weighed with periods of diminished returns. 

The technique of grouping several water use functions together in the 
water supply purpose then sub-allocating costs in proportion to water 
deliveries is an accepted cost allocation method that has been used on 
other projects within Reclamation, particularly for projects in which the 
relative water supply uses change over time. As described in Chapter II 
of the Draft Report, this technique was used in the 1970 CVP cost 
allocation study "so that adjustments for future changes in project 
accomplishments could be more readily accommodated." 

The continued use of this technique would be reconsidered in any future 
cost allocation study along with many other procedural options. It is not 
necessarily the case that, by itself, the combination of water use functions 
to the water supply purpose under-allocates costs to that purpose at the 
expense of power and other project purposes. In fact, if water supply 
benefits are actually less than the water supply single-purpose alternative 
cost, then costs may be over-allocated to the water supply purpose, 
thereby under-allocating costs to other project purposes. 

Reclamation would consider power benefits at the time that a new cost 
allocation study is completed. They would be computed over the life of 
the project and would recognize changing technologies and costs. 

Evaluation of benefit streams over the life of the project would tend to 
"average out" any short-term aberrations in power supply costs. The 
recommendation to continue using the 1975 joint cost allocation factors 
was based on reasons stated in the Draft Report and not because of the 
recent shortages in electrical enern:v or recent changes in fuel prices. 
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COMMENT 

SMUD-5 

SMUD-6 

SMUD-7 

SMUD-8 

RESPONSE 

As described in the Draft Report, flood control benefits were not indexed 
on advice of the Corps of Engineers, the source of the original benefits 
analysis. Refer to a 1975 letter from the Corps of Engineers. included as 
Appendix C to the Draft Report, for the rationale to support that 
recommendation. 

The 1975 update was undertaken to characterize the benefits at that time. 
In light of that objective, the single-purpose power alternative was 
completely reconsidered rather than simply indexing previous estimates. 

See response to CVPW A - 2. 

The change recommended by the comment ( use of the 1970 joint cost 
allocation factors) was not an alternative considered separately in the 
Draft Report. The Contractors' Proposal included the use of 1970 joint 
cost allocation factors and the creation of the environment as a water use 
function and was evaluated as a complete alternative in Chapter VI of the 
Draft Report. 

Reclamation notes SMUD's support to begin an evaluation of data 
requirements and agency coordination needed in the development of a 
new cost allocation study. 
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Westlands Water District 
3130 N. Fresno Street, P.O. Box 6056, Fresno. California 93703-6056, {559) 224-1523, FAX (S59) 241-6277 

March 26, 2001 

United States Bureau of Reclamation 
Attn; Mike Finnegan 
2600 Cottage Way 
Sacramento. CA 95814 

Subject: Westlands Wate~ District's Comments on the 2001 CVP Cost Allocation Study 
Draft Report · 

Dear Mr. Finnegan: 
·, 

' 
Westlands Water District appreciates the effort undertaken by the Unite~ States Bureau 
of Reclamation In preparing Its 2001 CV? Cost Allocation Study Draft R~rt (Draft 
Report). In particular, Westlands appreciates the level of attention that was given by 
Redamatlon to alternatives other than Its own. However, we do not concur-with severai 
of the conclusions reached by Reclamation aa presented in the Draft Report. 
Westlands reque!il:s that you reconsider the· Contractors· Proposal on 'these important 
points. · · ·-·-··· ·· ··· -- ... · ·· ··· ·-·--·--··--· · · 

Envlrgnmant is an End Usa of watar 
Throughout the Draft Report. Reclamation claims the environment is not an end use rn 
the same sense that M&I. irrigation and wildlife refuges are end uses. (See pages ES-
3, v1.7 and Vl-9.)· Reclamation's decision to Ignore the end use characteristics of water 
released for the environment is arbitrary. Reclamation faiis' to consid~r the degree to 
which recent laws have reduced the amount of water delivered to CVP cimtractors. 

In the Draft Report. Reclamation states 1e]nvironmental water released from CVP 
reservoirs for ins1ream environmental benefits ~ also be used for other beneficial 
purposes, Including Irrigation or M&I uses, farther downstream.• (Draft Report p. Vl-7, 

. emphasis added.) Reclamation, therefore, recognizes that, In some instances, 
environmental water released from CVP reservoirs for instream environmental benefits 
is g avaHeble for use for other benetlclal purposes downstream. In fact. the current 
policy implementing CVPIA section 3406(b)(2) provides the United States Fish and 
Wildlife Service with the ability to direct that water released for the benefit of fish and 
wildlife not be redlverted downstream. Such uses of CVP water for the environment are 
undoubtedly end uses. Indeed, Reclamation's own analyses indicate that average 
deliveries to south-of-Delta agricultural service contractors have been signiflcantty 
reduced as a result of water dedicated to environmental purposes under section 
3406(b)(2). For this reason, recently negotiated long-tenn renewal contracts for these 
con1ractors have created two categories of water. base and supplemental supply. 

C;IWll'400WS\T!MP\2001 CVP CaltAl!ocallon St.tdy 0111ft Rapart(i).doc 
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WWD-2 

WWD-3 

WWD-4 

WWD-5 

Mr. Mike Finnegan 
March 26. 2001 
Page2 

Further, although Reclamation claims costs may only be allocated to end use functions, 
the 1970 reallooat!on adopted an allocation to water supply with sub-allocations to water 
use functions based on proportionate water deliveries to each function. (See Table 11·2. 
page 11-6.) These sub-allocations were not necessarily end use functions. Even if 
Redamatlon does not recognize the environment as an end use, the costs associated 
with that water may still be allocated to the environment through the water supply sub
allocation process. 

CVPIA Added Fish and Wildlffe as New Project Purpose 
In the Draft. Report. Reclamation states that "CVPIA reinforced the obllgatlon of the CVP 
to protect the environment by re-emphasizing the priority of meeting environmental 
needs, but did not add the environment as a new project purpose: {Draft Report pages 
ES-4 and Vl-8.) This statement is both incorrect and inconsistent with other sections of 
the Draft Report. On pages 1-4 and 11-9, the Draft Report recognizes that!CVPIA section 
3406(a) specifically amended the 1937 Rivers and Harbors Act to include mitigation, 
protection and restoration at: fish and witdtlfe among the CVP's project purposes. The 
initial project authorization in 1937 provided that the CVP "shall be used first, for river 
regulation, improvement of navigation, and flood oontrol; second. for;inigation, and 
domestic uses; and third, for power" generation. CVPIA amendeq the previous 
authorizations of the CVF' to Include fish and wlldllfe protection, restoration and 
mitlgaflon· as project purposes with·- equal · priority to Irrigation and dom~.st!e uses. and 
fish and wildlife enhancement as a project purpose equal to power generation. 

Reclamation contends that "fish and wildlife considerations .. . have: long been a 
responsibility of water projects developed by Reclamation ... as a result of the Fish and 
Wlldllfe Coordination Act." {Draft Report pages ES-4 and Vl-7.) Fieh and wildlife 
considerations may have long been a responslblllty of Reclamation, but jt was not until 
1992 with the passage of the CVPIA that fish and wildlife protection, restoration and 
mitigation were direded by Congress to receive equal priority as the other project 
purposes. The Contractors request for the addition of the environment as an additional 
water use for cost allocation purposes reflects the significant Change in the status of 
environmental uses of CVP water mandated by the CVPIA. 

CVPIA Cost Allocatloa 
In rejecting the Contractors' proposal, Reclamation argues that because "Congress was 
specific in addressing the allocation of costs of refuge water supplies in the CVPIA, but 
made no mention of associating costs with the dedication of 600,000 acre-feet of water 
or of allocation of such costs•, those costs are completely reimbursable. (Draft Report 
pages IV-13 and \11-11.) However, Congress' lacl< of dlrection regarding costs 
associated with CVPIA section 3406{b)(2) does not prevent the lnduslon of a portion of 
such costs as non-reimbursable as proposed by the Contractors. . Reclamation's 
interpretation of the CVPIA In the Draft ~eport fails to consider that CVPIA section 
3406(b)(2) directed a reallocation of eXisting project resources, while the other 

C:\~OOWS\TEMP\2001 C\IP Cosf AllelcallOn Suav Draft RIPC)lt C1 ].ace 

D-20 CVP Cost Allocation Study 
Final Report- May 2001 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

GOV0000725 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 375 of 597



Appx0373

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

WWD-5 
(continued) 

WWD-6 

WWD-7 

Mr. Mike Finnegan 
March 26, 2001 
Page3 

l 
provisions of section 3406(b) and (d) directed the Secretary to develop and implement 
new programs for the CVP. The costs associated with these programs were considered 
new costs and, therefore, required Congress' direction as to the allocation of those 
oosts, 

Restoration is not Mittgation under CVPIA 
On page Vl-6 of the Craft Report. Reclamation rejects the Coritractors· aJlocation of the 
costs associated with the environmental water acoount as partially reimbursable and 
partially non-reimbursable. Reclamation argues that because CVPIA section 3406(b}(2) 
does not state that any of the 800,000 acre-feet of water is dedicated for enhancement. 
the costs associated with that water shoukt not be partlally reimbursable. Reclamation 
states "the dedicated water is primarily for habitat 'restoration' purposes - a term that 
suggests mitigation not enhancement" (Draft Report p. Vl-6.) Reclamation's argument 
is predicated upcn the assumptiOn that the tenns restoration and mitigation are used 
synonymously in 1he CVPIA. .This assumption is erroneous. If Congress flad intended 
the habitat restoration purposes in CVPIA section 3406(b)(2) to be mitigation actlOns, 
Congress would have used the term mitigate rather than restore. In CVPIA sections 
3406(b)(4) and {5), Congress directed the Secretary to develop and implement 
programs to mitigate for fishery Impacts associated with certain operations of the CVP. 
By using the terms restoration and mitigation in different sections of· the CVPIA. 
Congress· clearly did not Intend the· terms kl be synonymous. Freclamation's 
supposition that restoration as used In CVPIA section 3406(b)(2} is more akin to 
mitigation rather than enhancement c:ontradleta Congressional intent. 

Further, in describing the purposes of the CVPIA In section 3402, Congress listed (a) 
protecting, restoring and enhancing fish, wildlife and associated habitats In the Central 
Valley and Trinity River Basins, and (b) addressing the impacts of the CVP on fish, 
wildlife and associated habitats. as separate and distinct purposes 'of the Act. 
Therefore, it is evident that when Congress used the term ·restoration" In CVPIA, it did 
not intend that restoration activities would be limited to mitigating the impacts of the 
CVP on fish and wildllfe. Since the passage of CVPIA. Reclamation has implemented 
restoration projects that did not mitigate Impacts ta fishery resources resulting from the 
CVP. 

Two recent exampfes are the restoration activities on Butte Creek and Claar Creek. 
Reclamation has proposed acquiring water rights to restore the Butte Creek fishery. 
However, damage to the Butte Creek fishery did not result from impacts of the CVP as 
there are no CVP contractor& on Butte Creek. Reclamation has also pror,osed removing 
a dam on Clear Creek to Improve fish passage. This restoration action will. not mitigate 
any CVP impacts on the Clear Creek fishery as the dam proposed for removal Is not a 
federal facility. If Congress interided Reclamation to only pursue restoration activities to 
address impacts to fishery resources caused by the CVP, these two restoration projects 
would violate the CVPIA. 
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Consistency with Past Cost Allocatjon Methods 

Within the Draft Report, Reclamation asserts that continuation of the Existing Allocation 
would not cause abrupt changes in repayment responsibilities and would allow future 
changes to be made without having to reverae a change Implemented at th!$ time. 
(Draft Report p. Vl-9) However, Reclamation's position falls to acknowledge that the 
e,cisting allocation, when implemented in 1975, caused an abrupt change in repayment 
responsibiHties. In addition, this allocation is now the 'baseQne". from which other 
allocation proposals are now being compared. Undoubtedly, any allocation proposal 
that attempts to fix the problems associated with 1he Existing ANocation wiQ not be 
viewed favorably In this context. 

Also set forth in Criterion 4 is the goal of selecting a methodology that ~ not subject ta 
modification - or reversal - If the changes _to the cost allocation method were reversed. 
Westl~nds believes that the Existing Allocation would be more s~ptibte to future 
modif1Catlon requirements than the Contractors' Proposal. The Existing ,Al1ocafion uses 
assumptions that have subsequently bea:>me Invalid, and fails !to inoorporate 
sub:lequentfy authorized projects. These include the omission of a Inflation inde,c: for 
flood control benefits, the use of a nuclear power faclllty as a proxy for the Power Cost 
Allocation, and the lack of a Cost Allocatlon for Salinity Control, which Is a. project 
purpose authori2ed by the CVPIA. Other invalid assumptions that center on 
Environmental Water Allocations are discussed frequentty in other sections of this letter. 
The Existing Allocation Is based on a 1975 Interim Study that only fully ,:ecalculatad the 
benefits and costs to Irrigation contractora. Costs and/or beneffls to ott,er project uses 
were not readjusted. Because of this, the Existing 1875 Allocation! may be more 
inconsistent with future changes than the tast consistent Cost Allocation that was 
completed in 1970. : 

Adjust cyp Capital Repayment In Response to Changes In project Operations 

In accordance with the specific instructions of CVPIA, 800,000 acre-feet• of Project yield 
is dedicated annually to environmental purposes. The Contractors' Proposal simply 
adjusts the cost allocation within the existing methodology to allocate costs to new 
water uses. Within the Draft: Report. removal of this environmental water supply is 
referred to as "a somewhat arbitrary amount" and as "an additional water supply.• {Draft 
Report p. IV-13 and Vl•10) In fact, ~Is environmental water Is neither usomewhat 
arbitrary" nor "additional water." This environmental water supply allocation is set at an 
exact amount for each year, which reaches a maximum of 800,000 acre-feet. 
Moreover, this environmental water does not represent an addltlonal water supply, but 
represents water taken away from other water users. No new source of water was 
created by the CVPIA. 
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Mr. Mike Finnegan 
March 26, 2001 
Page5 

In closing, Westlands reque5ts that Reclamation make changes to the interim cost 
allocation methodology based. on the Contractors' Proposal Included In Appendix A of 
the Draft Report. If Redamation does not have the authority to make these changes, 
then Westtands urges Reclama1icn to take any required aaions, including 
Congressional approval if necessary, to accompllsh this action. 

We look forward to working wilh RedamaUon to resolve these mattaf8. 

Sincerely, 

[/!.~ 
Assistant General Manager .. :~--·-.-· - -
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COMMENT 

WWD-1 

WWD-2 

WWD-3 

RESPONSE 

CVP water deliveries and water rights may be affected by various legal 
mandates. This owes to the conditional nature of water rights generally 
and to CVP deliveries in particular. However, the fact that water 
deliveries are subject to change due to changing legal responsibilities is 
not justification to reallocate project costs. More specifically, the CVPIA 
does not direct a reallocation of costs on the basis of dedicating 800,000 
acre.feet of water for environmental restoration purposes. 

The extent to which changes in operations affects accomplishments of the 
CVP should be identified in light of all project purposes and the 
conditional nature of CVP water rights and not merely be limited to 
changes in water supplies available for delivery. A new cost allocation 
study would have to consider all past and current accomplishments of the 
CVP and do so in the light of the legal points made in this report. 

The water supply sub-allocation distributes repayment responsibilities for 
costs allocated to the water supply purpose in proportion to actual and 
estimated future deliveries to project water users, including irrigation, 
M&I, and wildlife refuges. It is recognized that return flows from these 
uses can contribute to stream flows, however because the water can be 
measured upon delivery, it has been identified as an "end use" in the 
Draft Report. Such end uses of water are the most reliable and direct 
approach to sub-allocate water supply costs. ff end uses are not utilized 
to sub-allocate water supply costs, the basis for such a sub-allocation 
would not be clear. For reasons discussed under Evaluation Criterion 2 -
Adjust Repayment to Changes in Project Operations, an annual quantity 
of 800,000 acre-feet is not considered a justifiable basis for an allocation. 

As noted in the Draft Report, the CVPIA reinforced the obligation of the 
CVP to protect the environment. Other laws enacted prior to passage of 
the CVPIA, and many outside of CVP authorizations, have also affected 
the operation of the CVP. 

The CVPIA modified the priority of previously established authorized 
purposes of the CVP, but did not provide direction to re-allocate costs 
based on that reprioritization. This issue is discussed at length in Chapter 
VI of the Draft Report under Evaluation Criterion 2 -Adjust Repayment 
to Changes in Project Operations. That section discusses Reclamation's 
long-standing responsibilities to address environmental considerations in 
the development and operation of the CVP and describes several 
legislative actions prior to the CVPIA that established fish and wildlife as 
an authorized purpose of the project. It also addresses the nature of CVP 
water right obligations, including requirements to meet in-stream and 
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COMMENT 

WWD-4 

WWD-5 

WWD-6 

WWD-7 

RESPONSE 

Delta environmental needs before water would be available for diversion 
to CVP water users. 

See response to WWD - 3 

Given the attention to detail in the allocation of costs for other provisions 
of Section 3406, Reclamation considers it significant that no reallocation 
was mentioned with respect to water dedicated by Section 3406(b )(2). 

As discussed in detail in Chapter VI of the Draft Report under Evaluation 
Criterion 2 - Adjust Repayment to Changes in Project Operations, the 
CVPIA does not state that any of the 800,000 acre.feet of water is for 
enhancement. The dedicated water is primarily for habitat "restoration" 
purposes - a term that suggests mitigation, not enhancement. The Draft 
Report also points out that Section 3406(b)(3) requires the implemen-
tation of a program to acquire additional water to supplement that 
dedicated by Section 3406(b )(2). This suggests that the CVPIA did not 
contemplate that the dedicated water would meet all the environmental 
goals enumerated in Section 3406(b )(2). Since mitigation, protection, 
and restoration would precede enhancement, and since the CV PIA 
anticipated that additional water would be needed to mitigate, protect, 
and restore fish and wildlife and their habitats, it is unlikely that any 
portion of the 800,000 acre-feet would be used for enhancement. 

Reclamation recognizes that the fisheries and related wildlife resources 
associated with Central Valley rivers and streams are interconnected. 
Because of this interconnectedness, in some cases it is considered more 
effective, in terms of cost and potential impacts to CVP water deliveries, 
to focus mitigation and restoration actions on streams that are more 
accessible by target species than those with CVP facilities that block 
access to upper watershed areas. The Anadromous Fishery Restoration 
Program, implemented pursuant to the CVPIA, identified several 
locations on non-CVP controlled streams where actions to restore fishery 
resources that have been impacted by the construction and long-term 
operation of CVP facilities appear possible. As noted in the comment, 
implementation of some recommended actions has begun. 
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COMMENT 

WWD-8 

WWD-9 

WWD-10 

RESPONSE 

Consistency was one of seven evaluation criteria applied to the 
alternatives considered in the Draft Report. While it is true that any 
adjustment in the allocation of costs may affect water rates, Reclamation 
does not find adequate justification within the Contractors' Proposal to 
support a reallocation of costs and corresponding change in water rates, 
at this time. If a new cost allocation study is completed and it 
demonstrates that changes are needed in the allocation of costs, those 
changes would be made at that time. 

Reclamation stands by its conclusion that it is better to continue with the 
existing methodology than implement changes that could be proven 
inappropriate if and when a new SCRB or other benefits-based cost 
allocation is completed. 

The treatment of flood control and power benefits in the 1975 allocation 
was not invalid at the time, given the then-current recommendation of the 
Corps of Engineers and the state of the power industry. A new cost 
allocation would need to quantify benefits over the life of the project, 
considering past years and future years, rather than at a single point in 
time. This approach would tend to "average out" the effect of short-term 
conditions, both favorable and unfavorable, for all project purposes. 

See response to comment CVPW A - 2. 
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Mission Statements 

The mission of the Department of the Interior is to protect and provide access to our 
Nation's natural and cultural heritage and honor our trust responsibilities to Indian Tribes 
and our commitments to island communities. 

The mission of the Bureau of Reclamation is to manage, develop, and protect water and 
related resources in an environmentally and economically sound manner in the interest of 
the American public. 
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Acronyms and Abbreviations 

• AF: acre-feet 

• BCI: Building Cost Index 

• BO: biological opinion 

• BPG: Business Practice Guidelines for CVPIA Receipts, Program Accounting, Cost Allocation, 
and Cost Recovery 

• CAISO: California Independent System Operator 

• CAS: cost allocation study 

• CEC: California Energy Commission 

• COA: coordinated operations agreement 

• CVP: Central Valley Project 

• CVPIA: Central Valley Project Improvement Act 

• Delta: San Francisco Bay Delta 

• DWR: California Department of Water Resources 

• FWPRA: Federal Water Project Recreation Act of 1965 

• GDP: gross domestic product 

• GWh: gigawatt-hour 

• IDC: interest during construction 

• km: kilometer(s) 

• LCPSIM: least cost planning simulation model 

• LTGEN: long-term generation 

• M&I: municipal and industrial 

• MCD: major cost driver 

• MMBtu: million British thermal units 

• MW: megawatt 

• MWh: megawatt-hour 

• O&M: operation and maintenance 

• OM&R: operation, maintenance, and replacement 

• OMWEM: other municipal water economics model 

• P&Gs: Principles and Guidelines 
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• PG&E: Pacific Gas and Electric 

• Pump-Gen: pump-generating 

• RAX: replacement, additions, and extraordinary maintenance 

• Reclamation: Bureau of Reclamation 

• RJE: remaining justifiable expenditure 

• ROD: Record of Decision 

• RP A: reasonable and prudent alternatives 

• SCRB: separable costs-remaining benefits 

• SOD: Safety of Dams 

• SP A: single-purpose alternative 

• SSJRBS: Sacramento and San Joaquin Rivers Basin Study 

• SW AP: statewide agricultural production model 

• SWP: State Water Project 

• SWRCB: State Water Resources Control Board 

• TAF: thousand acre-feet 

• TBD: to be determined 

• USACE: U.S. Army Corps of Engineers; Sacramento District 

• USFWS: U.S. Fish and Wildlife Service 

• W AP A: Western Area Power Administration 

• WRC: Water Resources Council 

• XO&M: extraordinary operations and maintenance 
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Executive Summary 
The Central Valley Project (CVP) is a multipurpose water resources project operated by the Bureau 
of Reclamation (Reclamation) that supplies water to more than 200 long-term water contractors in 
the Central Valley, the San Francisco Bay Area, and the Santa Clara Valley. The CVP has eight 
authorized purposes: water supply, power, flood control, water quality, recreation, navigation, fish 
and wildlife enhancement, and fish and wildlife mitigation. 1 

The CVP is comprised of both single-purpose and multipurpose facilities that, in aggregate, serve 
the purposes of the project authorized by Congress. In accordance with CVP project authorization, 
the costs for CVP facilities are to be reimbursed by project beneficiaries. A cost allocation study is 
designed to identify the repayment obligations for project beneficiaries, as well as those non
reimbursable costs assigned to the Federal government. 

The current comprehensive cost allocation study used for calculating repayment obligations of CVP 
contractors was completed in 1975. As new project facilities have been added and water and power 
uses have changed over time, updates and adjustments have been made to the cost allocation to 
determine repayment, but a holistic evaluation has not been completed since 1975. This cost 
allocation study was initiated based on direction from Congress in Public Law (P.L.) 99-546 and the 
request of water and power contractors for a final CVP cost allocation to firm up account balances 
and provide sufficient time for financial planning required to ensure full repayment of the CVP costs 
by 2030. This report provides the background and methodology for the Final Cost Allocation Study 
(CAS). Reclamation will apply the Final CAS results to current costs and operational conditions that 
are in effect at the time the annual plant-in-service and operation and maintenance (O&M) 
allocations are prepared. 

Reclamation developed this CVP Final CAS report in consultation with stakeholders and other 
Federal agencies, including Western Area Power Administration (WAPA), U.S. Army Corps of 
Engineers (USACE) and U.S. Fish and Wildlife Service (USFWS), which participated in the study 
through coordination on key issues and analyses. This CVP Final CAS commenced in 2010. 
Throughout the process, information and updates have been shared with stakeholders through a 
series of over 30 meetings, workshops, and/ or briefings. 

Purpose and Need for Study 

The purpose of the CVP cost allocation study is to develop allocation factors for the authorized 
purposes of the CVP. These factors will be used to determine the final repayment obligations for 
CVP facilities subject to the 2030 repayment. Though Reclamation has updated the allocation 

annually through the ratesetting process, a holistic cost allocation study has not been completed 
since 197 5. A number of changes have occurred since 197 5 that Reclamation and CVP contractors 

1 Fish and wildlife mitigation without specific cost recovery guidance is treated as a joint cost. 
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agree necessitate re-evaluation. Legislative and regulatory changes in the 1990s made considerable 
changes to the benefits and authorized purposes of the CVP. This cost allocation study allows 
Reclamation to consider the new CVP facilities, operational requirements, and benefits that have 
been authorized since 1975. The final cost allocation presented in this document meets the 
requirement of a final cost allocation in accordance with Reclamation policy for final cost allocations 
(PEC P01) and in fulfillment of requirements of Public Law 99-546. 

Two Cost Allocation and Two-Period Repayment Approach 

Throughout the public meetings held for development of the cost allocation study, water and power 
stakeholders expressed concern that historic project operations and conditions differed significantly 
from those expected in the future. Reclamation policy (PEC 01-02) defines the period of analysis for 
the cost allocation as 100 years beyond the initial date of service. To address both Reclamation 
policy and stakeholder concerns, Reclamation combined the two separate cost allocations, each with 
their own respective 100-year period of analysis. This approach addresses the concern over disparate 
historic and future project operating conditions. 

The first period (Period 1) reflects historic conditions as represented in the 1975 CVP cost allocation 
update (as updated through 2013). The second period (Period 2) reflects projected operations and 
benefits of the CVP. The two periods are then merged by providing equal weight to each period to 
create the final cost allocation. The two-period approach has been implemented as a means to 
account for historic operations of the CVP since it was placed into service through the Period 1 

allocation while also allowing for the allocation to account for current/projected project operations 
through the Period 2 allocation. 2 The primary focus of this document is the assumptions, costs, and 
benefits that are used in the Separable Costs-Remaining Benefit (SCRB) cost allocation process is on 
the Period 2 allocation. The assumptions and methodology used to develop the cost allocation 
factors for Period 1 are documented in the 1970 CVP Cost Allocation Report as amended, and 
references to the Period 1 allocation are presented for context only. 

Separable Costs-Remaining Benefits Analysis and Results 
(Period 2) 

The SCRB methodology for the cost allocation is used for the Period 2 cost allocation. The SCRB 
method is considered the most comprehensive and generally preferred method of allocating costs by 
Reclamation. The SCRB method is based on the goal of identifying and assigning all project costs 
that provide only one project benefit to the appropriate project purpose (separable costs), and then 
equitably distributing those costs that provide benefits to more than one purpose Goint costs) 
among authorized project purposes. 

2 Note that the allocation of future CVP O&M costs will be based on the Period 2 allocation; thus it will reflect 
prospective conditions. 
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Final Cost Allocation (Two-Period Merger) 

The CVP plant-in-service (construction) allocation is prepared annually to reflect changes in CVP construction costs and sub-allocation 
processes that vary year to year. The results of the final cost allocation, which reflects the merger of the Period 1 and Period 2 allocations 
and sub-allocations, are presented in Table ES-1 and representative of 2013 construction costs. The proposed process for taking the final 
cost allocation results and applying to annual plant-in-service allocations is described in Chapter 12, Implementation of the Final Cost Allocation, 
of this report. 

Table ES-1. Final Cost Allocation (Merge) - Construction (Nominal Dollars) 

Final Cost 
Allocation 

Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) (Merge) 

Authorized Purposes & Sub-Purposes 

Water Supply - Irrigation $1, 178, 115,286 $1,068,517,722 $589,057,643 $534,258,861 $1,123,316,504 

Water Supply - M&I $106,873,582 $142,321,083 $53,436,791 $71,160,542 $124,597,333 

Power - Commercial $674,248,511 $609,891,724 $337,124,256 $304,945,862 $642,070, 118 

Flood Control $139,282,872 $331,281,759 $69,641,436 $165,640,880 $235,282,316 

Water Quality $5,607,545 $89,358,743 $2,803,773 $44,679,372 $47,483,145 

Recreation $74,998,433 $5,742,471 $37,499,217 $2,871,236 $40,370,453 

Navigation $6,423,948 $0 $3,211,974 $0 $3,211,974 

Fish & Wildlife Enhancement 1 - - - - -

Non-Reimbursable (Other) 
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Final Cost 
Allocation 

Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) (Merge) 

Federal $258,046,528 $198,271,873 $129,023,264 $99,135,936 $228,159,200 

State $250,429,656 $248,502,699 $125,214,828 $124,251,349 $249,466,177 

State & Local $4,329,037 $4,467,386 $2,164,519 $2,233,693 $4,398,212 

Repayment Contracts 

Irrigation $361,392,079 $361,392,079 $180,696,040 $180,696,040 $361,392,079 

M&I $227,656,572 $227,656,572 $113,828,286 $113,828,286 $227,656,572 

Commercial Power $8,568,500 $8,568,500 $4,274,250 $4,274,250 $8,568,500 

Facility List Sub-Total $3,295,972,549 $3,295,972,610 $1,647,986,276 $1,647,986,307 $3,295,972,584 

Additional Repayment Obligations 

Repayment Obligations - USACE 

Irrigation $19,686,165 $19,686,165 $9,843,083 $9,843,083 $19,686, 166 

M&I $447,937 $447,937 $223,969 $223,969 $447,938 

WAPA Retired Assets 

Irrigation $8,464,815 $8,464,815 $4,232,408 $4,232,408 $8,464,816 

M&I $1,207,155 $1,207,155 $603,578 $603,578 $1,207,156 

Commercial Power $35,649,679 $35,649,679 $17,824,840 $17,824,840 $35,649,680 
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Final Cost 
Allocation 

Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) (Merge) 

Non-Reimbursable (Federal) $213,468 $213,468 $106,734 $106,734 $213,468 

Non-Reimbursable (State) $16,115 $16,115 $8,058 $8,058 $16,116 

CA-OR Transmission Project $20,282,786 $20,282,786 $10,141,393 $10,141,393 $20,282,786 

Additional Repayment Obligations $85,968, 120 $85,968, 120 $42,984,063 $42,984,063 $85,968, 126 
Sub-Total 

Costs Not Allocated 

Authorized Deferred Use $56,875,000 $56,875,000 $28,437,500 $28,437,500 $56,875,000 

CVPIA $340,872, 120 $340,872,120 $170,436,060 $170,436,060 $340,872,120 

Folsom SOD - Not in Repayment $120,512,509 $120,512,509 $60,256,255 $60,256,255 $120,512,510 

Costs Not Allocated Sub-Total $518,259,629 $518,259,629 $259,129,815 $259,129,815 $518,259,629 

Total Cost $3,900,200,298 $3,900,200,359 $1,950,100,154 $1,950,100,185 $3,900,200,339 

1. Fish and wildlife mitigation costs are allocated to applicable categories for repayment, including non-reimbursable costs. 

Repayment Obligations 

The summary of estimated repayment obligations for CVP construction costs is presented in Table ES-2. These repayment obligations 
reflect the construction costs allocated (and sub-allocated) to reimbursable and non-reimbursable purposes in Period 1, Period 2, and the 
final cost allocation. The breakdown of construction costs allocated across reimbursable sub-purposes is shown Table ES-3. 
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Table ES-2. Summary of Repayment Obligations - Construction Costs Only (Excludes IDC and OM&R) 

Final Cost 
Final Cost Final Cost Allocation 

Period 1 Period 2 Allocation Allocation (Merge) 
Period 1 Percent of Period 2 Period 2 Change (Merge) (Merge) Change 

Category Value($) Total Value($) Percent(%) from P1 Value($) Percent(%) from P1 

Irrigation $1,206,266,266 30.93% $1,096,668,702 28.12% ($109,597,564) $1,151,467,486 29.52% ($54,798,780) 

M&I $108,528,674 2.78% $143,976,175 3.69% $35,447,501 $126,252,427 3.24% $17,723,753 

Commercial $730,180,976 18.72% $665,824,189 17.07% ($64,356,787) $698,002,584 17.90% ($32,178,392) 
Power 

Repayment $597,617,151 15.32% $597,617,151 15.32% $0 $597,617,152 15.32% $0 

Contracts 

Non- $739,347,602 18.96% $877,854,513 22.51% $138,506,911 $808,601,061 20.73% $69,253,459 

reimbursable 

CVPIA $340,872,120 8.74% $340,872,120 8.74% $0 $340,872,120 8.74% $0 

Authorized $56,875,000 1.46% $56,875,000 1.46% $0 $56,875,000 1.46% $0 

Deferred Use 

SOD- Not in $120,512,509 3.09% $120,512,509 3.09% $0 $120,512,509 3.09% $0 

Repayment 

Total $3,900,200,298 100.00% $3,900,200,359 100.00% NA $3,900,200,339 100.00% NA 

P1 = Period 1 

SOD = Safety of Dams 
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Table ES-3. Reimbursable Costs Distribution - Construction Costs Only (Excludes IDC and OM&R) 

Final Cost Allocation Final Cost Allocation 
Period 1 Period 1 Period 2 Period 2 (Merge) (Merge) 

Category1 Value($) Percent(%) Value($) Percent(%) Value($) Percent(%) 

Irrigation $1,206,266,266 58.99% $1,096,668,702 57.52% $1,151,467,486 58.28% 

M&I $108,528,674 5.31% $143,976,175 7.55% $126,252,427 6.39% 

Commercial Power $730,180,976 35.71% $665,824,189 34.92% $698,002,584 35.33% 

Total $2,044,975,916 100.00% $1,906,469,066 100.00% $1,97 s. 722,497 100.00% 

1. Values presented in this table do not include repayment contracts 
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Chapter 1. Introduction 
This chapter provides general background on the CVP Final CAS, including an overview of public 
outreach and involvement. 

1.1 Background & Overview 

In 2010, Reclamation commenced efforts to complete a new cost allocation for the CVP that 
updates the costs allocated among the authorized eight purposes of the project: 

• Water Supply 

• H ydropower 

• Flood Control 

• Water Quality 

• Recreation 

• Navigation 

• Fish and Wildlife Enhancement 

• Fish and Wildlife Mitigation3 (treated as joint cost) 

The final cost allocation proposed herein will be utilized for the allocation of repayment obligations 
for CVP facilities subject to the 2030 repayment requirement. Reclamation conducted the final CAS 
in consultation with CVP stakeholders and other Federal agencies, including W APA, USA CE and 
USFWS through coordination on key issues and analyses. Information on the public outreach 
process is presented in Chapter 1.4. 

1.1.1 Two Cost Allocation and Two-Period Repayment Approach 

Through the stakeholder engagement process, it was identified that historic project operations and 
conditions differed significantly from operational conditions expected in the future. Reclamation 
policy (PEC 01-02) defines the appropriate period of analysis for the cost allocation as 100 years 
beyond the initial date of service (Reclamation 2015). Combining two separate cost allocations, each 

3 The Central Valley Project Improvement Act (CVPIA) added "mitigation, protection, and restoration of fish and 
wildlife," hereafter referred to as "fish and wildlife mitigation," as an authorized purpose of the CVP. Fish and wildlife 
enhancement can share in joint costs if all requirements of P.L. 89-72 (Federal Water Project Recreation Act) arc met, 
while fish and wildlife mitigation is not a purpose that shares joint costs. Any mitigation not specifically authorized under 
CVPIA is considered a joint cost that is shared among all other project purposes that can share in joint costs. The 
repayment of fish and wildlife mitigation costs is addressed in Section 5.11.1. 
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with a 100-year period of analysis, allows the CAS to include current/future operational conditions 
in accordance with Reclamation policy. 

The first period (Period 1) reflects historic conditions as utilized in the 1975 CVP cost allocation 

update (as updated through 2013). The second period (Period 2) reflects projected operations and 
benefits of the CVP4. The final cost allocation represents a merger of the two periods (see Chapter 
11, Final Cost Allocation (Two Period Met;g,er)). 

This document focuses on the assumptions, costs, and benefits used in the cost allocation process 
for period 2. The assumptions and methodology used to develop the cost allocation factors for 
Period 1 are documented separately, and references to the Period 1 allocation are presented for 
context only. More detailed information on the two-cost allocation and two-period repayment 
approach is presented in Chapter 5.1. 

1. 1.2 Costs to Be Allocated 

The costs allocated in the final CAS are the plant-in-service costs for all CVP facilities, which 
include facilities owned and operated by Reclamation as well as power facilities owned and operated 
by W AP A that are considered an integral part of the CVP. Reclamation performs the cost allocation 
for W AP A's CVP facilities; however, W APA is responsible for recovering costs from its power 
customers. Chapter 3, Prqject Facilities and Costs provides details on project facilities and costs subject 
to the final cost allocation. Costs with prescribed allocations are treated as direct assigned costs (see 
Section 3.3). 

1.1.3 Cost Allocation Versus Repayment 

The cost allocation process is used to allocate project costs among its authorized purposes. Costs 
allocated across project purposes are identified as reimbursable and non-reimbursable costs. 
Reimbursable costs are then assigned to water and power customers for repayment. Non
reimbursable costs are not subject to repayment. 

1.2 Purpose and Need for Study 

The purpose of the Final CAS is to develop allocation factors which determine the final repayment 
obligations for each of the CVP customer classes. The allocation factors are used to determine 
repayment obligations for construction costs of project facilities with repayment targets of 2030. 
Reclamation policy, Federal legislation 5, and customer requests require the completion of the final 
CAS for the CVP. 

The final CAS considers changes to the CVP's authorized purposes and operations resulting from 
changes to legislation and evolving regulatory conditions. The CVP has continually added new 

4 Period 2 analyses rely on recent information from the Sacramento and San Joaquin Rivers Basin Study (SSJRBS) to 
assess the potential differences in water supply availability that might occur between a no-climate-change scenario and 
various other future climate change projections (sec Chapter 6. 7 Hydrology Sensitivity Analysis). 
5 Public Law 99-546 directed Reclamation to conduct and implement a final cost allocation study of the Central Valley 
Project. 
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features based on a financially and operationally integrated project. Re-operation of the CVP with 
the additions of new features complicates a clearly defined point of substantial completion. Congress 
and contractors have identified those facilities with repayment in 2030 as what constitutes the basis 
for the final allocation for the CVP. 

1.3 Approval of Cost Allocations 

Reclamation policy PEC P01 (Final Cost Allocations) (Reclamation 1995) indicates the 
Commissioner is authorized to approve the CVP Final CAS. 

1.4 Public Outreach & Involvement 

This CAS was initiated in 2010, and since that time, project information has been shared with 
stakeholders through a series of meetings, workshops, briefings, and the project website. An initial 
public meeting was held on October 1, 2010, to commence the project. Since that time, Reclamation 
has held over 30 additional meetings to solicit input and present information regarding cost 
allocation methodology and preliminary results and findings. Those stakeholders who commented 
on the Draft CVP Final CAS during the public review process (January 2019 -April 2019) were 
invited to a series of four listening sessions to provide Reclamation with additional context to 
comments and help prioritize efforts for completion of the study. 

Throughout the process, Reclamation received over 700 written comments on the study, and 
stakeholders have provided input via direct contact with Reclamation staff. Comments were received 
from over 40 stakeholders including Federal agencies, CVP customers, regional and local 
governments and agencies, and special interest groups. Efforts were taken to review all stakeholder 
comments as they were received so that they could be incorporated into the development of the 
CAS, including the supporting technical analysis. All comments received on the Draft CVP Final 
CAS have been considered in the CVP Final CAS. 
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Chapter 2. Overview of the Central Valley 
Project 
This chapter provides an overview of the CVP, including project operations and related legislation 
and agreements that are integral to the project. Information on CVP facilities included in the CAS is 
presented in Chapter 3, Prqject Facilities and Costs. 

2.1 Project Overview 

The CVP is the largest surface water storage and delivery system in California and the largest 
irrigation water supply project constructed and operated by Reclamation. Facilities and service areas 
of the CVP cover a large geographic area and include 35 of the State's 58 counties. The CVP 
includes 20 reservoirs, with a combined storage capacity of nearly 12 million acre-feet; 8 power 
plants and 2 pumping-generating plants, with a combined capacity of approximately 2 million 
kilowatts; 2 pumping plants; and approximately 500 miles of major canals and aqueducts. The CVP 
supplies water to more than 200 long-term water contractors in the Central Valley, the San Francisco 
Bay Area, and the Santa Clara Valley. 

Historically, approximately 90 percent of the water delivered by the CVP has been for agricultural 
uses. At present, increasing quantities of water are being provided to municipal customers, including 
the cities of Redding, Sacramento, Folsom, Tracy, and Fresno; most of Santa Clara County; and the 
northeastern portion of Contra Costa County. 

The CVP has eight authorized purposes. Congress authorized the CVP to serve water supply, 
power, flood control, water quality, recreation, navigation, fish and wildlife enhancement, and fish 
and wildlife mitigation, with portions of the costs for CVP facilities to be reimbursed by the water 
and power users. Additional information on the authorized purposes of the CVP is presented in 
Chapter 5. 7. 

2.2 Project Area 

The CVP is authorized as a single financially and operationally integrated multipurpose water supply 
project, providing water storage both north and south of the Sacramento-San Joaquin River/San 
Francisco Bay Delta (Delta). As shown in Figure 2-1, major CVP dams and reservoirs are located on 
the Trinity, Sacramento, American, Stanislaus, and San Joaquin Rivers. CVP water supplies north of 
the Delta are controlled by Shasta and Folsom Dams on the Sacramento and American Rivers, 
respectively. Water from the Trinity River is stored, re-regulated, and diverted through a system of 
dams, reservoirs, tunnels, and power plants to the Sacramento River to supplement the supply 
developed by Shasta Reservoir. 
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Figure 2-1. CVP Project Area 

2.3 Project Development and Authorization 

The CVP resulted from long-term interaction among State, Federal, and private parties sharing a 
common interest in developing California's water resources. The CVP was authorized through a 
series of legislative acts, beginning with the Rivers and Harbors Act of 1935, which authorized 
construction of initial features on the Sacramento and San Joaquin Rivers and in the Delta by the 
USACE. The River and Harbors Act of August 26, 1937, reauthorized the CVP for construction 
under provisions of Federal reclamation laws by the Secretary of the Interior. 
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Construction of the first major CVP facility, Shasta Dam, began in 1938. Successive congressional 
acts authorized additional facilities based on geographical proximity and purposes served. The final 
dam and reservoir, New Melones, was officially transferred to Reclamation from the USACE by P.L. 
87-874 in November 1979. 

2.4 Project Facilities & Operations 

Extending 400 miles through central California, the CVP is a complex, multipurpose network of 
dams, reservoirs, canals, hydroelectric power plants, and other facilities. The CVP provides flood 
protection for the Central Valley and supplies irrigation water throughout the valley thereby 
supporting California's agricultural economy. It also supplies municipal and industrial water to major 
urban centers in the greater Sacramento and San Francisco Bay areas, as well as producing electrical 
power and offering various recreational opportunities. In addition, the project provides water to 
restore and protect fish and wildlife, and to enhance water quality. 

Long-term contracts for CVP water, in total, exceed 9 million acre-feet per year. The CVP has long
term agreements to supply water to more than 200 contractors in 29 of California's 58 counties. 
Deliveries by the CVP include providing an annual average of 5 million acre-feet of water for farms; 
600,000 acre-feet of water for municipal and industrial (M&I) uses (enough water to supply about 
2.5 million people for a year); and water for wildlife refuges and maintaining water quality in the 
Sacramento-San Joaquin Delta. The CVP dedicates 800,000 acre-feet per year to fish and wildlife 
and their habitat and 410,000 acre-feet to State and Federal wildlife refuges and wetlands, pursuant 

to the Central Valley Project Improvement Act (CVPIA). 

Overall, CVP operations are coordinated to obtain maximum yields and to deliver water into the 
main river channels and canals of the project in the most efficient and economical manner. Project 
operations are implemented in conjunction with State Water Project (SWP) operations based on the 
Coordinated Operations Agreement (COA), the Bay-Delta Accord, and other agreements. Irrigation 
and M&I water is delivered to project contractors from the main canals in accordance with long
term contracts negotiated with irrigation districts and other local organizations. Distribution of water 
from the main canals to the individual users is the responsibility of the local districts, which use 
distribution systems comprised of lateral canals and pipelines to convey water to individual farms 
and municipalities. 

2.5 Key CVP Agreements and Legislation 

There are a wide range of laws and agreements that affect CVP and SWP operations. Throughout 
the life of the CVP, the allocation of its costs has been affected directly or indirectly by Federal 
legislation, continuing up to the recent specific allocation of costs of certain actions and facilities 
mandated by the CVPIA. This has meant that different rules may apply to different groups of CVP 
facilities or facilities built during different periods of time. The current CVP cost allocation study 
must be understood in the context of these changing mandates and application of different 
procedures to different sets of CVP facilities. It is also important to note that the existing CVP water 
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ratesetting process, dependent as it is on the allocation of CVP costs, has relied on this 
amalgamation of practices. The discussion below highlights several key provisions that play a critical 
role in CVP operations that in turn affect project costs and benefits and ultimately the allocation of 
project costs. 

2.5.1 Coordinated Operations Agreement 

In 1986, Reclamation and the State entered into a COA that described how the CVP and the SWP 
are to be operated in a coordinated manner to jointly meet Delta salinity control and water quality 
standards as defined by the State Water Resources Control Board (SWRCB). The COA included 
many provisions concerning the joint operations of CVP and SWP, including methods to ensure 
that water demands in specific areas north of the Delta and in the Delta are met prior to exporting 
water to areas south of the Delta. In addition, COA provisions defined how much water the CVP 
and the SWP can export when the Delta conditions allow exports. 

Title I of P.L. 99-546 directed the Secretary to operate the CVP in conformity with State water 
quality standards for the Delta. The act specified that costs associated with providing CVP water 
supplies for salinity control and complying with State water quality standards be allocated among 
project purposes and reimbursed in accordance with existing Reclamation law and policy. 

2.5.2 State Water Resources Control Board Water Quality Requirements 

The CVP and SWP are also operated pursuant to SWRCB decisions and orders related to water 
rights permits for the CVP and SWP. The SWRCB is responsible for setting water quality standards 

governing the operations of the CVP and SWP for the San Francisco Bay /Sacramento-San Joaquin 
Delta and Estuary. Under P.L. 99-546, both projects were authorized to operate in close 
coordination pursuant to the COA, which also required the CVP and SWP to share responsibility to 
meet the SWRCB Water Rights Decision 1485 (D-1485) water quality standards. In 1999, the 
SWRCB adopted Water Rights Decision 1641 (D-1641), amending certain water quality terms and 
conditions. Meeting D-1641 water quality standards requires exceeding the Delta outflow standards 
set by D-1485. 

2.5.3 Central Valley Project Improvement Act 

On October 30, 1992, the President signed into law the Reclamation Projects Authorization and 
Adjustment Act of 1992 (P.L. 102-575) that included Title 34, the CVPIA. The CVPIA amended the 
Act of August 26, 1937, the basic authorizing legislation for the CVP, to include fish and wildlife 
protection, restoration, and mitigation as project purposes having equal priority with irrigation and 
domestic uses, and fish and wildlife enhancement as a project purpose equal to power generation. 

The CVPIA identified a number of specific measures to meet these new purposes. It also directed 
the Secretary of the Interior to operate the CVP consistent with these purposes, to meet the Federal 
trust responsibilities to protect the fishery resources of affected federally recognized Indian tribes, to 
meet all requirements of Federal and State law, and to achieve a reasonable balance among 
competing demands for CVP water. 
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Many of the provisions included in the CVPIA identified specific measures intended to improve 
fishery conditions in Central Valley rivers and the Delta. In many cases, the provisions also provided 
specific cost-sharing and allocation criteria. As a result, the allocation of costs for CVPIA-mandated 
actions was directed by Congress, with Congress specifying the percentage of costs to be allocated to 
water and power users, the Federal government, and the State. Relevant examples are the actions 
specified in Section 3406(6)(4)(23) and refuge water supplies addressed in Section 3406(d). 

The CVPIA also contains requirements that could affect CVP water availability and use without 
directing that a new cost allocation be undertaken or providing a cost allocation formula. Section 
3406(6)(2) of the CVPIA directed the Secretary to dedicate and manage 800,000 acre-feet of CVP 
yield for the primary purpose of implementing the fish, wildlife, and restoration purposes of the act, 
to assist the State in its efforts to protect Bay /Delta waters, and to help meet other legally imposed 
obligations on the CVP, including but not limited to additional obligations under the Federal 
Endangered Species Act (ESA). The dedication of this water reduced the capability of the CVP to 
deliver contracted amounts of water to M&I and irrigation contractors. Congress neither directed 
that a new cost allocation study be undertaken as a result of likely reductions in water contract 
deliveries nor provided a cost allocation formula related to the dedicated water. Additional 
information on the treatment of CVPIA costs in the final CAS is presented in Chapter 5.11. 
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Chapter 3. Project Facilities and Costs 
This chapter presents the project facilities and associated costs included in the final CAS. Most of 
the facilities and costs are subject to the SCRB cost allocation methodology utilized in this study 
(described in detail in Chapter 4, Cost Allocation Methodology). Facility costs that are not included 
in the SCRB analysis but remain part of the overall CAS include direct assigned costs, repayment 
contracts, additional repayment obligations, and costs not allocated. These costs are accounted for in 
the final CAS summary tables presented in Chapter 10, Cost Allocation Results (Period 2) and Chapter 
11, Final Cost Allocation (Two Period Met;g,er). Unless noted otherwise, the costs referenced in this 
chapter represent CVP plant-in-service (construction) costs only. Chapter 9, Cost Estimates outlines 
cost estimates for interest during construction (IDC) and operation, maintenance, and replacement 
(OM&R) necessary for performing the SCRB analysis. 

3.1 Project Facilities (CAS Facility List) 

The CAS covers most CVP facilities that are considered plant-in-service based on Schedule 1 of the 
2013 CVP Financial Statement (see the CAS Facility List Attachment at the end of this report). 
Facilities with prescribed repayment obligations are included in the CAS as direct assigned costs. 
Facilities that support project benefits and do not have prescribed repayment obligations are 
allocated through the SCRB analysis. The cost of CVP facilities owned and operated by W AP A and 
identified as financially and operationally integrated with the CVP are included in the CAS. 

The CAS allocates costs of project facilities in the following CVP divisions/units: 

• Shasta and Trinity River Divisions 

• Friant Division 

• Sacramento River Division 

• American River Division 

• Delta Division 

• San Felipe Division 

• West San Joaquin Division, San Luis Unit 

• Stanislaus (East Side) Division 

3.2 Adjustments to the CVP Financial Statement 

The CAS allocates plant-in-service costs shown in Schedule No. 1 of the 2013 CVP Financial 
Statement, which represent the costs as of September 30, 2013 (Reclamation 2013a). Several 
modifications to the 2013 Financial Statements are necessary to exclude costs that are not allocated 
through the CAS. 
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Facilities Not Considered Plant-In-Service: Schedule No. 1 of the CVP Financial Statement 
include costs associated with construction in abeyance, general construction, and O&M 
construction. These are costs expended, but not yet placed into plant-in-service. Costs for facilities 
not yet placed in service are not allocated for repayment because they do not yet provide benefits to 
the project. 

Land and Land Rights: Land and land rights (LLR) costs presented in Schedule No. 1 are the 
value of the land on which project facilities are constructed. LLR costs for facilities that are plant-in
service are included in the construction costs of each appurtenant facility and are allocated in the 
CAS. If a facility has not yet been placed in plant-in-service, the associated LLR costs for the facility 
are not allocated in the CAS. 

Reimbursable Interest During Construction: IDC is an allowance for earnings foregone on 
funds used to construct the facility. IDC is included in the CAS for facilities placed into plant-in
service that are subject to the SCRB analysis. The reimbursable IDC costs for facilities in plant-in
service included in Schedule No. 1 have been removed before the SCRB analysis was performed 
because the SCRB relies on an estimate of total IDC for the entire facility cost. 

Depreciation Expense: All depreciation expenses are excluded from the CAS study because the 
allocation of construction costs and repayment requirements apply to original cost, not costs 
reduced through depreciation. 

Other Costs Excluded: Other Schedule No. 1 values excluded from the CAS are associated with 
equipment, information technology software, and amortization. 

Transferred Title Facilities: The construction cost of Coleman National Fish Hatchery is removed 
from the plant-in-service value for Shasta Dam and Reservoir shown on Schedule No. 1 of the 2013 
Financial Statement. Title to the hatchery was transferred from Reclamation to USFWS so the 
construction cost of the hatchery is excluded from the CAS. 

Operation, Maintenance, and Replacement (OM&R) Costs: There are costs referred to as 
extraordinary operations and maintenance (EOM) that are included as plant-in-service in Schedule 
No. 1 but are repaid to Reclamation as annual O&M costs. EOM costs are excluded from the SCRB 
analysis to avoid double counting with estimated OM&R costs presented in Chapter 9, Cost 
Estimates. 

Financial System Reconciliation: In 2013, Reclamation adopted a new financial reporting system 
known as the Financial and Business Management System (FBMS) and discontinued use of the 
Federal Financial System (FFS). In the process, the FBMS system reclassified some assets formerly 
categorized as plant-in-service to buildings. For the CAS, the cost of these buildings is included as 
part of the plant-in-service costs being allocated. 
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3.3 Direct Assigned Costs 

CVP facility repayment obligations directly defined by legislation, agreement, or contract are not 
included in the SCRB analysis. Facility costs (or portions thereof) that are directly assigned are added 

to the applicable repayment category after the SCRB process is complete. Adding together the costs 
allocated by the SCRB process and the direct assigned costs provides the total CVP cost allocated, 
which represents a significant portion of the total repayment obligation of CVP contractors. In total, 
direct assigned costs, including IDC, accounted for in the CAS are $502,712,342. 6 

The following facility or program costs that are designated as direct assigned costs include: 

• State Share of San Luis Unit Construction ($248,310,255) 

o The State's share of costs of construction of the San Luis Unit is removed from the 
allocation process because only Federal costs are being allocated. P.L. 86-488 authorized 
construction of the San Luis Unit of the CVP and provided for the sharing of costs with 
the State of California. 

• Archaeological, Cultural, and Historical ($4,245,665) 

o The costs associated with archaeological, cultural, and historic investigations and 
documentation are directly assigned as Federal non-reimbursable. P.L. 93-291 provides 
that up to 1 percent of project construction costs can be spent on archaeological, 
cultural, and historical investigations and cataloging. 

• Fish and Wildlife, Nimbus Dam ($40,000) 

o Prior to completion of the fish hatchery, additional expenses were incurred during 
construction of Nimbus Dam to facilitate fish passage. The cost over-run is directly 
assigned as non-reimbursable fish and wildlife costs. 

• Highway Improvement ($14,663,318) 

o Highway improvements at New Melones Dam and San Luis Dam are directly assigned 
to Federal non-reimbursable. P.L. 87-874 provides that the cost of replacing highways 
with an improved version as part of a project is non-reimbursable. 

• Safety, Security, and Law Enforcement ($25,476,432) 

o Safety, Security, and Law Enforcement activities at the Folsom Unit, San Felipe 
Division, San Luis Unit, and the Shasta Unit are directly assigned as Federal non
reimbursable pursuant to P.L. 110-229. 

6 This value includes IDC that is direct assigned. Direct assigned IDC costs arc not reflected in the CAS results 
presented in Chapters 10 and 11 or the CAS Facility List Attachment, which focus on CVP construction costs. 
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• Kesterson Reservoir Clean-up Program ($6,800,000) 

o The costs of clean-up activities at Kesterson Reservoir resulting from selenium 
contamination from San Luis Drain is directly assigned as Federal non-reimbursable. 
Language in Reclamation's annual appropriations bill provides that $6,800,000 of the 
cost to clean up is considered Federal non-reimbursable expense. 

• Capitalized Interest During Construction: ($31,112,020) 

o New Melones Unit: IDC costs associated with the New Melones Unit are directly 
assigned as Federal non-reimbursable. When New Melones Dam was transferred to 
Reclamation by the USACE, $27,012,918 was included as capitalized IDC allocated to 
irrigation. Reclamation does not charge IDC on irrigation costs so the IDC was classified 
as non-reimbursable. 

o San Felipe Division: IDC costs associated with the San Felipe Division are directly 
assigned as Federal non-reimbursable. $4,099,102 ofIDC calculated against the M&I 
portion of the construction cost of the San Felipe Division is classified as Federal non
reimbursable pursuant to an agreement with division contractors. 

• San Felipe Division Non-Reimbursable Construction Costs ($32,678,447) 

o Ten percent of construction cost of the San Felipe Division is classified as Federal non
reimbursable pursuant to an agreement with division contractors. The non-reimbursable 
portion of construction costs is based on anticipated development of recreation and fish 
and wildlife facilities. Accordingly, these costs are assigned and split equally among non
reimbursable recreation and fish and wildlife purposes. 

• American River Pumping Station ($3,589,560) 

o The cost of restoring the American River Pumping Station for the Placer County Water 
Agency is a Federal non-reimbursable cost pursuant to P.L. 110-229. 

• Safety of Dams (SOD) Program ($31,810,865)7 

o SOD costs are associated with the following facilities: Folsom Dam and Reservoir 
($26,385,404), 8 Little Panoche Creek Detention Dam ($6,536), Los Banos Creek 
Detention Dam and Reservoir ($10,784), and O'Neill Dam Forebay and Waterway 
($5,408,141). Eighty-five percent of SOD costs are Federal non-reimbursable and 15 
percent are reimbursable pursuant to P.L. 98-404. 

• Fish and Wildlife Activities ($103,829,746) 

o Certain fish and wildlife facilities authorized separately from CVPIA have been directly 
assigned as reimbursable or non-reimbursable through legislation or agreement 
($103,829,746). 

o Fish and wildlife costs that are not authorized under CVPIA and not direct assigned are 
considered mitigation and are treated as joint costs allocated across all project purposes 

7 This value includes both reimbursable and non-reimbursable SOD costs. 
8 This value excludes Folsom Dam SOD costs that arc not in repayment (refer to Section 3.6). 
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by the SCRB process ($28,495,676). Refer to Section 5.11, Mitigation Costs, and the CAS 
Facility List Attachment for additional details. 

• Recreation Cost Sharing ($156,034) 

o Reclamation maintains cost sharing agreements on two recreation facilities in the CVP -
Lake Woollomes Recreation Facilities and San Justo Reservoir Recreation Facilities. The 
cost sharing agreements for these two facilities divide the obligation evenly between 
Federal non-reimbursable (as part of the recreation purpose) and State/local non
reimbursable. Accordingly, the cost of Lake Woollomes recreation facilities ($54,500) is 
allocated 50 percent to Federal non-reimbursable and 50 percent is direct assigned to 
local/State non-reimbursable pursuant to P.L. 89-72, Sec. 7(a). The cost of San Justo 
Reservoir recreation facilities ($257,568) is allocated 50 percent to Federal non
reimbursable and 50 percent is direct assigned to local/State non-reimbursable per 
Cooperative Agreement No. 4-FC-01430. 

3.4 Defined Repayment Obligations 

Defined repayment obligations of the CVP include repayment contracts between contractors and 
Reclamation and W AP A. These costs are excluded from the SCRB analysis. 

• Reclamation Distribution System Repayment Contracts ($624,827,547) 

Water distribution system costs subject to Reclamation repayment contracts are assigned 
directly to the applicable contractors, rather than through the CAS process. The costs of 
distribution systems that are not owned or financed by Reclamation are not within the 
scope of the CAS. 

• Repayment Contracts, WAPA ($8,980,301) 

Similar to repayments contracts for Reclamation facilities, W APA has incurred costs that 
are directly repayable by a particular entity pursuant to contract and do not affect market 
power rates. The contract is with Lawrence Livermore Labs (Contract 89-SA-90001) in 
the amount of $8,980,301. 

3.5 Additional Repayment Obligations 

The final CAS accounts for costs that are not subject to the cost allocation but are included either as 
part of the water ratesetting process or the repayment obligation of commercial power. Accordingly, 
these costs are accounted for in Chapter 11, Final Cost Allocation (Two Period Met;g,er), in an effort to 
provide a comprehensive overview of existing and future repayment obligations of project 
beneficiaries. 

The following represents the additional costs included in the CVP water ratesetting process, and in 
the calculation of the repayment obligations for commercial power interests administered by W AP A. 
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• Repayment Obligations Assumed (USACE). Reclamation is responsible for repayment of 
costs for several projects constructed by USACE, including Hidden Reservoir on the Fresno 
River, Buchanan Reservoir on the Chowchilla River, and the Black Butte project on Stony 
Creek. Hidden Reservoir and Buchanan Reservoir were authorized by the Flood Control Act of 
1962, and the repayment obligations have been integrated into Reclamation's ratesetting process 
where costs are allocated to the water supply purpose and distributed in total to the irrigation 
sub-purpose. The Black Butte project was authorized by the Flood Control Act of 1944, and 
subsequently P.L. 91-502 provided that the project would be financially integrated with the CVP. 
The water supply costs of the Black Butte project are sub-allocated to the irrigation and M&I 
sub-purposes based on relative water deliveries. Title (ownership) of all three projects remains 
with USACE. The total value of repayment obligations assumed from USACE for the three 
projects is $20,134,102. 

• W AP A Retired Assets. Repayment obligations for commercial power include W APA retired 
assets. The costs of retired assets are not included in the SCRB analysis because when a unit is 
replaced the cost is "removed" from Schedule 1 in W AP A's Results of Operation and the new 
cost is included instead. Therefore, to include both the retired asset cost and replacement cost in 
the SCRB analysis would count the value of the capital twice. However, from a cost recovery 
perspective, W AP A needs to recover both the original cost and the replacement cost. Therefore, 
the value of retired assets is included for cost recovery purposes. The total value of W AP A 
retired assets is $45,551,232. 

• California-Oregon Transmission Project (W AP A). The SCRB analysis excludes the cost of 
the California-Oregon Transmission Project (COTP) because it is not directly connected to any 
CVP hydropower generation resources, nor used to move CVP hydropower to CVP preference 
power customers. However, the cost of the COTP ($22,135,133) represents a repayment 
obligation of commercial power. 

3.6 Costs Not Allocated 

The costs of facilities that have not yet entered repayment, facilities that have authorized deferred 
use, and CVPIA facilities are not allocated in the CAS, but a portion of these costs represent a 
future obligation of CVP water and power contractors. The results of the CAS will be used to 
allocate these costs at some future point in time where applicable. 

• Facilities Not Yet in Repayment: 

Folsom Safety of Dams: The Folsom Dam Safety and Flood Damage Reduction Joint 
Federal Project is a collaborative effort by Reclamation and USACE to address the dam 
safety hydrologic risk at the Folsom Facility (including Mormon Island Auxiliary Dam 
and several dikes) and improve flood protection. The Folsom project is included in 
plant-in-service in Schedule No. 1, but the costs are not allocated because the project has 

not yet entered repayment. The project took place over multiple years and work was 
completed in phases. As phases are completed, they are transferred from work in 
progress to plant-in-service. An agreement was reached between Reclamation and CVP 
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water contractors that the reimbursable 15 percent of project construction costs would 
not be placed into repayment status until 2021. The total value of Folsom SOD costs not 
in repayment is $120,755,310 9

• The reimbursable costs will be allocated in accordance 
with the final cost allocation when it is completed, as directed by P.L. 99-546. 
Repayment will begin the year following substantial completion of construction of each 
SOD modification and be completed within 50 years as provided by the SOD Act. Note 
that these costs are not reflected in the CAS Facility Llst Attachment. 

• Authorized Deferred Use: 

o Folsom South Canal and Tehama-Colusa Canal: P.L. 89-161 and P.L. 90-65 
authorized construction of extra conveyance capacity in the Folsom South Canal and 
Tehama-Colusa Canal, respectively, to provide for an expanded service area which could 
receive project water, if necessary. If the additional irrigation service materializes, the 
cost of the additional capacity - $2,425,000 for Folsom South Canal and $54,450,000 for 
Tehama-Colusa Canal - is to be repaid by project beneficiaries in accordance with 
applicable cost allocation procedures. If not, the authorized deferred use costs would be 
repaid from revenues of the CVP. Specific procedures consistent with existing law and 
Reclamation policy will be developed for the repayment of authorized deferred use costs 
prior to 2030. In the interim, the construction costs of the additional capacity are 
deferred and not being recovered through water rates. 

• CVPIA Facilities: The costs of CVPIA facilities are not allocated through the CAS. The 
repayment obligations for CVPIA facility costs are directly assigned to reimbursable and non
reimbursable obligations by statute. The sub-allocation of reimbursable costs between Irrigation, 
M&I, and commercial power users will be determined through a separate process based on the 
results of the CAS. 

9 This value represents costs in the 2013 CVP financial statements. The estimated total Folsom Facility SOD 
modification cost is $507,000,000, of which 15 percent ($76,050,000) is reimbursable. 
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Chapter 4. Cost Allocation Methodology 
This chapter discusses cost allocation principles and presents the process for implementing the 
SCRB methodology. Chapter 10 of this report, Cost Allocation fusults (Period 2), presents the 
application of the SCRB process for the CAS, including the resulting allocation of CVP costs for the 
Period 2 allocation. 

4.1 Cost Allocation Background and Objectives 

Early efforts in the field of water resources development consisted of simple, single-purpose 
projects, but the trend soon shifted toward increasingly complex, multipurpose projects because one 
large project is typically a more efficient means of providing benefits across a wide geographic area 
and range than constructing multiple single-purpose projects. As a result, techniques have been 
developed for the distribution of the costs of facilities serving more than one project purpose. 

Cost allocation is concerned with the distribution or assignment of the total costs of a multipurpose 
project among its authorized purposes according to the principles of economic efficiency and equity. 
Once costs are initially allocated to the appropriate purpose, they are assigned to project 
beneficiaries as reimbursable costs and to the appropriate Federal or State governments as non
reimbursable costs. For the CVP CAS, reimbursable costs are the costs that are repaid to the 
government through some form of upfront cost sharing, repayment (including designations through 
public laws), or other financial agreements. Specific legislation and Reclamation policy establish the 
framework for designating costs as reimbursable, non-reimbursable, or partially reimbursable for a 
given project. 

Generally, cost allocations are first performed during project planning (before construction begins) 
to give beneficiaries an estimate of their repayment responsibility and to determine whether the 
project is financially feasible. Interim cost allocations are needed for projects with any substantive 
changes (additions, legislation, and other factors), including construction of facilities over a longer 
period of time placed into service in stages. When construction of a project is determined to be 
substantially complete, a final cost allocation is required for the purpose of repayment. At that point, 
most post-authorization planning, design, construction, and IDC costs are known and OM&R costs 
are more clearly defined. 

The CVP is a complex multipurpose project composed of both single-purpose and multipurpose 
facilities. The objective of the CVP CAS is to identify responsibilities for repayment of reimbursable 
costs by distributing the costs of multipurpose project facilities among the authorized purposes 
served by the CVP. Costs of single-purpose facilities, such as canals to provide M&I water and 
irrigation water, are directly assigned to the purposes they serve. Costs of multipurpose facilities, 
such as dams and reservoirs that are designed to serve more than one authorized purpose, are 

allocated to the appropriate authorized purposes through the SCRB allocation technique. 
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4.2 Separable Costs-Remaining Benefits Methodology 

The SCRB method for allocating costs is Reclamation's preferred approach for allocating costs 
amongst multipurpose projects. Reclamation has determined the SCRB methodology to be 
sufficiently comprehensive, particularly for projects where separable costs greatly exceed specific 
costs for any or all purposes. 10 

The SCRB method is based on the goal of identifying and allocating all project costs to authorized 
purposes of the project. First, the SCRB approach looks to allocate the separable costs, which are 
the costs incurred that only support one authorized purpose. Once all separable costs have been 
defined, the SCRB approach allocates the costs that remain, which are referred to as joint costs. 
Joint costs are the remaining facility costs that serve multiple authorized purposes. 

The SCRB process distributes joint costs that provide benefits to more than one purpose among all 
authorized purposes served by that facility. Joint costs are distributed among the appropriate 
authorized purposes proportional to the benefits received by each authorized purpose from the 
facility. Benefits, as outlined in Reclamation's Directives and Standards for Project Cost Allocations 
(PEC 01-02) and pursuant to the Federal Principles and Guidelines (P&Gs) (WRC 1983), are 
measured from a national perspective as opposed to a localized increase or improvement to 
society. 11 

4.2.1 Steps in the SCRB Process 

The 9 steps in performing a SCRB cost allocation for a multipurpose project are listed below. 

Step 1: Determine total project costs to be allocated. 

Step 2: Estimate benefits produced by each authorized purpose. 

Step 3: Estimate the single-purpose alternative (SP A) cost for each authorized purpose. 

Step 4: Determine the Justifiable Expenditure for each authorized purpose. 

Step 5: Estimate Separable Costs 

a. Estimate the Omitted Purpose Project Cost for each authorized purpose. 

b. Estimate the Separable Costs for each authorized purpose. 

Step 6: Determine the Remaining Justifiable Expenditure for each purpose. 

Step 7: Determine the Joint Cost Factors for each authorized purpose. 

Ill The Reclamation report, "Central Valley Project Cost Allocation Study," May 2001, closely examined various cost 
allocation methods and at that time recommended that the existing method would remain in place; the 197 5 allocation 
(with interim updates) was conducted using the SCRB method. 
11 Although the 1983 P&Gs have been superseded by the current Principles, Requirements, and Guidelines (PR&Gs), 
the requirements regarding Reclamation and its approach for cost allocations remain unchanged. 

28 I Central Valley Project Final Cost Allocation Study 

GOV0000482 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 417 of 597



Appx0415

Step 8: Allocate Joint Costs 

a. Calculate Total Joint Costs to be allocated among all project purposes. 

b. Allocate joint costs between each authorized purpose. 

Step 9: Calculate total costs allocated to each authorized purpose. 

Step 1: Determine total project costs to be allocated. Total plant-in-service project costs are 
gathered or estimated across all cost categories and then converted to a common price level 12 for 
consistency and comparative purposes. 13 Total costs are the sum of construction (includes planning, 
design, and construction), IDC, and the capitalized value of annual OM&R costs. 

Step 2: Estimate benefits produced by each authorized project. Benefits represent the increase 
in the value of the national output of goods and services associated with each purpose derived from 
the provision of project water. Benefits are estimated annually across the entire period of analysis. 
Annual benefits for each purpose may be estimated either as an average or individually for each year. 
Average annual benefits are based on historical or estimated future hydrology by water year type. 
Applying benefits by water year type to associated water year probabilities results in an expected 
average annual value. Like annual OM&R costs, annual benefits are assumed to occur each year of 
the period of analysis, thereby requiring discounting into a present value using a predetermined 
interest rate. 

Step 3: Estimate the SPA Cost for each authorized purpose. The SP A Cost for each purpose 
reflects the costs of building and operating a theoretical single-purpose Federal project that would 
provide the same level of benefits, by purpose, as the multipurpose project. The SP A cost includes 
construction, IDC, and OM&R costs. A SPA may be located at the multipurpose project site, or at 
other sites, and several SP As for different purposes may occupy the same site. Although a SPA may 
be a different size or an entirely different physical plan, it must be capable of producing the same 
level of benefits for any given purpose. Because each SP A is designed to support a single purpose 
only, the size of the SP A may be scaled down from the multipurpose project. 

Step 4: Determine the Justifiable Expenditure for each authorized purpose. Justifiable 
Expenditure is the maximum amount of costs to be allocated to an authorized purpose. Justifiable 
Expenditure is determined by the lesser of the benefits produced by the authorized purpose or the 
SPA costs. Justifiable Expenditure is used to allocate separable costs, because it is assumed that a 
given purpose should not be assigned more costs than either 1) the value of the benefits the project 
generates for that purpose or 2) the costs of building a project exclusively for that purpose. 

Step Sa: Estimate the Omitted Purpose Project Cost for each authorized purpose. Estimating 
the cost of the multipurpose project with each authorized purpose omitted allows for an estimate of 
the incremental cost of including each authorized purpose in the multipurpose project. The intent is 
to identify those costs that are attributable to a single purpose (separable costs) and those that 

12 The time value of money suggests that a dollar obtained today would be more valuable than a dollar obtained a 
number of years from now because today's dollar could be invested and earn interest. The foregone interest reflects the 
opportunity cost associated with the future year dollar. For this reason, cost and benefit dollar values obtained at various 
points in the future must be discounted (decreased) to a common year present dollar value. 
13 Plant-in-service is the date the project or facility was effectively placed into service. 
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cannot be attributed to a single project purpose (joint costs). The total cost of the multipurpose 
project is estimated for the project including all authorized purposes, then a series of estimates of 
the same multipurpose project with each authorized purpose omitted (omitted purpose projects) is 
made. Each omitted purpose project cost estimate is created by designing a project with the same 
benefits for all authorized purposes of the multipurpose project other than the purpose being 
omitted. The benefits for the omitted purpose are assumed zero. 

Step Sb: Estimate the Separable Costs for each authorized purpose. Separable costs for each 
purpose equal the difference between the total costs of the multipurpose project (Step 1) and the 
estimated hypothetical total costs of the multipurpose project with the purpose removed (Step Sa). 
Separable costs for each authorized purpose include the costs of single-purpose facilities (i.e., 
specific costs) plus a portion of joint costs directly attributed to that purpose, referred to as 
separable joint costs. 14 Separable costs constitute the minimum costs that can be assigned to any 
given purpose. 

Step 6: Determine the Remaining Justifiable Expenditure for each purpose. The remaining 
justifiable expenditure for each purpose equals the difference between the justifiable expenditure 
estimated in Step 4 and the separable cost estimated in Step Sb. Remaining justifiable expenditure 
provides the basis for allocating the joint costs. 

Step 7: Determine the Joint Cost Factors for each authorized purpose. The Joint Cost factor 
for each authorized purpose is calculated by dividing the remaining justifiable expenditures for each 
purpose by the total remaining justifiable expenditure. 

Step Sa: Calculate the Total Joint Costs to be allocated among all project purposes. Total 
Joint Costs is the difference between the sum of the Separable Costs for all authorized purposes 
(developed in Step Sb) and the Total Project Costs (developed in Step 1). Joint Costs are the costs of 
the multipurpose project that are not assignable through the estimation of Separable Costs. 

Step Sb: Allocate joint costs between each authorized purpose. The Joint Cost Factors 
calculated in Step 7 are used to distribute the total remaining joint costs among the authorized 
purposes of the project. The Joint Cost Factor for each authorized purpose is multiplied by the 
Total Joint Cost to calculate the joint cost allocated to each purpose. 

Step 9: Calculate total costs allocated to each authorized purpose. Add the Separable Cost and 
the Joint Cost for each project purpose to get the total cost allocated to each authorized purpose. 
The sum of the costs allocated to each purpose equals the total project cost calculated in Step 1. 

4.3 Sub-Allocation Process 

Water and Power are two CVP authorized purposes which include multiple sub-purposes with 
different repayment requirements. As a result, after the SCRB analysis is complete, it is necessary to 
sub-allocate costs assigned to these purposes. Costs are sub-allocated on the basis of use or 

14 Separable joint costs result from the reduced size of multi-purpose facilities when a given purpose is removed. The 
reduction in costs associated with the hypothetically re-sized facility reflects separable joint costs. 
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consumption, namely water deliveries and power generation. For the CAS, the sub-allocation of 

costs allocated to the water supply purpose is based on the proportion of water use across sub
purposes, and costs allocated to the power purpose are sub-allocated based on the proportionate 
share of power use. When units are not comparable between water and power, costs are allocated 

based on the relative investment for each purpose. More information on the water and power sub
allocation process is presented in Chapter 10.3. 
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Chapter 5. Key Concepts and Assumptions 
This chapter presents key concepts and assumptions used in the CVP CAS. The assumptions are 

applied to the allocation methodology outlined in Chapter 4, Cost Allocation Methodology. 

5.1 Two Cost Allocation and Two-Period Repayment Approach 

Reclamation policy (PEC 01-02) states that the period for estimating benefits and costs used in the 
cost allocation process will be the same as that used in project formulation and evaluation, which is 
the lesser of the economic life of the project or 100 years beyond the initial date of service. Since 
Shasta Dam was placed into service in 1945, major infrastructure additions, policy changes, and new 
regulations have altered the operations, authorized purposes, and benefits of the CVP. The SCRB 
methodology requires accurate estimation of benefits in order to appropriately allocate costs. Due to 
the substantial changes to the benefits and authorized purposes of CVP following the passage of 
CVPIA, Reclamation determined it prudent to evaluate the benefits of the CVP for two periods. 

The first period (Period 1) allocation reflects historic operations and benefits as developed in the 
1975 CVP cost allocation. The second period (Period 2) cost allocation represents current 
operations and benefits of the CVP following the passage of CVPIA. The final cost allocation 
presented in the CAS merges Period 1 and Period 2 allocations, putting equal weight to each 
period. 15 The equal weight given to each period is supported by the approximate mid-point of the 
100-year repayment period coinciding with the passing of the COA in 1986, and the subsequent 
changes to benefits and authorized purposes of the CVP. 

The costs allocated in both Period 1 and Period 2 allocations are the total project costs presented in 
Chapter 3, Prqject Facilities and Costs, which consist of plant-in-service costs for both Reclamation and 
W APA as of September 30, 2013. 

5.2 Period of Analysis 

For cost allocations, Reclamation is required to compare costs and benefits over the period of 
analysis. PEC 01-02 states: "The period for estimating benefits and costs used in the cost allocation 
process will be the same as that used in project formulation and evaluation which is the lesser of the 
economic life of the project, or 100 years beyond the initial date of service" (Reclamation 20136). 
Given that the economic life of the CVP is expected to exceed 100 years, the CAS uses a 100-year 
period of analysis. 

15 Note that the sub-allocation processes in Period 2 will be updated annually (sec Chapter 12, Implementation of the Final 
Cost Allocation) 
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5.3 Base Vear (2013) 

Comparing costs and benefits that occur at different points in time requires that both benefits and 
costs be adjusted to a common price level for comparability. The year 2013 was selected as the base 
year because it corresponds to the underlying cost basis used in the CAS, namely the 2013 CVP 
financial statement. All historic costs are indexed to 2013 dollars. In addition, all prospective costs 
and economic benefits are measured in 2013 dollars. 

5.4 Treatment of Post-Base Vear Activities 

Typically, the period of analysis is separated into historic and prospective conditions. Analysis of 
historic costs and benefits are estimated on actual observations, whereas prospective costs and 
benefits are forecasted. Estimation techniques are limited to information that is available at the time 
the analysis is initiated. 

It is acknowledged that conditions in which the CVP operates vary over time as laws and policies 
change and other information becomes known. A common starting point for facts and data used to 
develop assumptions was selected corresponding to the base year of 2013 to maintain consistent 
data and assumptions across analyses. Future conditions known as of the base year and expected to 
exist over the 100-year period of analysis are included in the CAS. Reclamation has determined it 
prudent to utilize 2013 conditions to allow for timely completion of the CAS. Updating conditions, 
costs, and benefits would require Reclamation to perform the entire SCRB process again with new 
assumptions and would likely delay the completion of the CAS. 

5.5 Interest Rate 

Section 8 of PEC 01-02 states that all benefits and costs for allocation purposes will be placed on a 
comparable basis in relation to time of occurrence using the same interest rate and period of 
analysis. The interest rate (also referred to as discount rate) used for the CAS is 3.25 percent. The 
interest rate used complies with Section 80(6) of P.L. 93-251, which required a December 1968 
discount rate for facilities authorized prior to January 1969 (this rate is 3.25 percent). The interest 
rate used in the CAS is the same interest rate used in past CVP cost allocation studies. 

5.6 Single CVP-Wide Allocation 

Unlike the existing allocation (Period 1) which utilized the concept of project "bases" for various 
types of facilities that were grouped together and subject to separate cost allocations, the Period 2 
allocation treats CVP facilities across all divisions, units, regions, and programs as a single unit for 
the purposes of allocating costs. The Period 2 allocation returns to a project-wide approach because 
the CVP is financially and operationally integrated. The features constructed by USACE and the San 
Luis, Auburn-Folsom South, and San Felipe units have achieved their ultimate roles in the integrated 
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CVP. Through a single, integrated operational approach for the cost allocation, the final cost 
allocation factors can be clearly identified. 

5.7 CVP Authorized Purposes 

The CAS allocated costs among the following congressionally authorized purposes of the CVP: 
water supply, power, flood control, water quality, recreation, navigation, fish and wildlife 
enhancement, and fish and wildlife mitigation (which is treated as a joint cost for cost recovery). A 
description of each authorized purpose in the context of the cost allocation process is presented 
below. 

5. 7.1 Water Supply Purpose 

The water supply purpose reflects the CVP's ability to deliver water. The objective of this section is 
to identify the components of the water supply purpose, discuss how water supply is treated in the 
CAS, and describe the water supply sub-allocation process. 

5.7.1.1 Water Supply as a Single Purpose 

Typically, irrigation and M&I water are treated as separate project purposes within a cost allocation. 
However, in the 1970 (Reclamation 1970) and updated 1975 (Reclamation 1975) CVP cost 
allocations, these purposes were combined into a water supply function which is further sub
allocated between irrigation, M&I, wildlife refuge, and waterfowl conservation based on the 

proportion of water delivered to each. This CAS similarly treats water supply as a single water supply 
function which is sub-allocated to specific water delivery purposes. 

The use of a combined water supply purpose allows for adjustments to the proportionate share of 
costs allocated to irrigation and M&I as deliveries change over time. Additionally, when new units 
(San Luis and New Melones) are added to the project, the water supply approach allows for 
relatively easy incorporation of those costs into a CVP-wide allocation compared to treating 
irrigation and M&I as separate purposes. The 1970 cost allocation stated: "It was recognized that 
this approach may lose some conceptual correctness, but it was decided the accuracy lost is 
outweighed by the practical advantage gained from the water supply approach." 

5.7.1.2 Components of Water Supply 

The water supply purpose for Period 2 is comprised of irrigation, M&I, wildlife refuge, and CVPIA 
Section 3406(6)(2) (referred to as B2) water. Irrigation water supplies support irrigated agriculture in 
the CVP service area. M&I water supplies support urban development by providing reliable water 
supplies to the expanding population base. The CVP also provides water to refuges throughout the 
State in an effort to help support wildlife populations. Finally, the B2 component of the water 
supply purpose is measured based on both the volume released for B2 actions during excess 
conditions and the reduction in Delta exports required to meet B2 actions during balanced 

conditions. (See the Hydrological Modeling Appendix for more details.) Any water stored for the 
purpose of meeting the SWRCB D-1485 as well as the reasonable and prudent alternatives (RP A) of 
the biological opinions (BO) is not considered part of the water supply purpose and is considered a 
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joint cost in the CAS. Additionally, any water stored for the purpose of exceeding SWRCB D-1485 
is not considered part of the water supply purpose (included as part of the water quality purpose). 

5.7.1.3 Sub-Allocation of Water Supply 

Water supply costs are sub-allocated to irrigation, municipal and industrial, wildlife refuge, and B2 
functions on the basis of water use. Water supply delivery distributions are estimated by facility. 
Because Period 2 is a prospective analysis, the water delivery data is based on CalSim 2 modeling 
that is reflective of the current operating and regulatory environment. Information on B2 water 
supplies is derived from CVPIA water accounting records. 

5.7.1.4 Water Supply Benefits and Costs 

Irrigation and M&I benefits are estimated individually to arrive at the water supply total benefit 
value. Benefits are not estimated for wildlife refuge and B2 water supplies as benefits exceed the 
SP A. More information on the water supply benefit analysis is presented in Chapter 7, Economic 
Benefits. 

In terms of costs, conveyance and pumping facilities generally accommodate water supply deliveries, 
so all of their costs are assigned to the water supply purpose. Storage facilities, on the other hand, 
typically serve multiple purposes, including water supply. Separable costs of multipurpose facilities 
to water supply required additional analysis. The SP A for water supply is based on determining the 
hypothetical size of each reservoir if it only served water supply purposes, plus all single-purpose 
water supply facilities. 

5. 7.2 Fish and Wildlife Enhancement Purpose 

The fish and wildlife enhancement purpose is complex and requires additional attention to 
understand. CVPIA (P.L. 102-575) added "domestic uses and fish and wildlife mitigation, protection 
and restoration purposes" and "power and fish and wildlife enhancement" as authorized purposes 
for the CVP. For consistency with Reclamation practice, policy, and law, mitigation costs in the CAS 
are allocated to all project purposes as joint costs unless specified in specific legislation. The burden 
for operating the project is shared project-wide and not solely by the reimbursable purposes. 

Fish and wildlife enhancement has requirements for allocating joint costs that have not been met, 
and therefore this purpose does not have costs allocated to it in the CVP. The Fish and Wildlife 
Coordination Act (60 Stat. 1080) dated August 14, 1946, and P.L. 85-624 dated August 12, 1958, 
provided that "measures to prevent loss of and damage to wildlife resources" were to be non
reimbursable costs. 

Additionally, under PL 89-72, to allocate joint costs to the fish and wildlife enhancement purpose, 
there must be a commitment by a non-Federal entity to manage project land and water areas for fish 
and wildlife, as well as to pay a portion of the separable costs. Unless project-specific legislation 
exists regarding the allocation of joint costs to the fish and wildlife enhancement purpose, 
Reclamation typically relies on Section 2 of the Federal Water Project Recreation Act (FWPRA) 
(P.L. 89-72) of 1965, as amended, to determine how costs should be allocated to this purpose. 
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Prior to project authorization, FWPRA requires that a non-Federal public entity commit in writing 
to administer project land and water areas for fish and wildlife enhancement, to bear a portion of 
separable costs allocated to fish and wildlife enhancement, and to bear all operating costs. Because 
no such commitments by non-Federal entities exist for the CVP, Reclamation determined that the 
Period 2 allocation would not allocate joint project costs to the fish and wildlife enhancement 
purpose. 

5.7.3 Recreation Purpose 

Reclamation relies on Section 2 of the FWPRA of 1965, as amended, to determine the allocation of 
joint costs to recreation. FWPRA requires that a non-Federal public entity commit in writing, prior 
to authorization, to administer project land and water areas for recreation, bear a portion of 
separable construction costs, and bear at least half of all operating costs. 

Similar to fish and wildlife enhancement costs, absent any specific authorizing legislation and/ or 
cost sharing agreements with non-federal entities for recreation facilities, no joint construction costs 
are allocated to the recreation purpose on a CVP-wide basis for Period 2. Certain single-purpose 
recreation facility costs are allocated to the recreation purpose as separable costs, including the 
Federal share of non-reimbursable costs associated with Lake Woollomes recreation facilities and 
San Justo Reservoir recreation facilities. The remaining portion of these recreation costs are also 
direct assigned to State and local entities pursuant to cost-sharing agreements. 

5. 7.4 Navigation Purpose 

There are no costs allocated to the navigation purpose in Period 2. Navigation was originally a CVP 
purpose in recognition of historical commerce on the Sacramento River, which was supported by a 
CVP-authorized minimum flow of 5,000 cubic feet per second (cfs) at Chico Landing. However, 
there is no navigation currently supported by the CVP. The USACE has not dredged the reach 
between Sacramento and Chico Landing to preserve channel depths for navigation purposes since 
1972. Furthermore, the CVP has no effect on the navigation of ocean-going ships calling at the 
ports of West Sacramento and Stockton. 

5. 7.5 Water Quality Purpose 

For the Period 2 allocation, Reclamation has determined that it is appropriate to allocate joint 
project costs to the water quality purpose. Water quality benefits are estimated using the value of 
irrigation water as the most cost-effective source of water to meet water quality requirements. Water 
quality SP A costs are estimated using CalSim 2 hydrology modeling to identify the quantity of water 
stored specifically to exceed D-1485 water quality standards. 

The SWRCB is responsible for setting water quality standards which govern the operations of both 
the CVP and the SWP for the San Francisco Bay/Sacramento-San Joaquin Delta and Estuary. 
Under P.L. 99-546, both the CVP and SWP are authorized to operate in close coordination pursuant 
to a Delta cooperative operating agreement. The COA also authorized the CVP to be specifically 
operated to meet SWRCB's D-1485 water outflow standard. P.L. 99-546 states: 
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The costs associated with providing Central Valley project water supplies for the purpose of salinity 

control and for complying with State water quality standards identified in exhibit A of the Agreement 

Between the United States of America and the Department of Water Resources of the State of 

California for the Coordinated Operations of the Central Valley Project and the State Water Project, 

dated May 20, 1985, shall be allocated among the project purposes and shall be reimbursed in 

accordance with existing Reclamation law and policy. The costs of providing water for salinity 

control and for complying with State water quality standards above those standards identified in the 

previous sentence shall be non-reimbursable. 

CVP water supplies provide water quality benefits through increased river flows that help meet 
water quality standards. In terms of reimbursement of costs allocated to water quality, P.L. 99-546 
directs that costs associated with providing CVP water supplies for salinity control and complying 
with State water quality standards (D-1485) are to be allocated among purposes and reimbursed 
according to Reclamation law and policy. Costs of exceeding D-1485 water quality standards are 
directed to be non-reimbursable. In 1999, the SWRCB adopted D-1641, amending certain water 
quality terms and conditions. Meeting D-1641 water quality standards requires exceeding the Delta 
outflow standards set by D-1485. 

5.7.6 Flood Control Purpose 

The CVP includes several dams and reservoirs authorized and constructed to meet multiple 
purposes, including flood control. There are facilities not authorized for flood control that do, in 
fact, provide flood protection, including Trinity Dam and Reservoir. Therefore, Trinity is included in 
the flood control analysis in the CAS, specifically the sizing of the flood control SPA. Flood control 
benefits are based on the value of flood damages prevented as estimated by the USACE. For SPA 
costs, reservoirs are re-sized for flood protection only based on hydrology analysis. All costs 
allocated to flood control are considered non-reimbursable. 

5.7.7 Power Purpose 

The power purpose in the CVP reflects hydropower generation at project facilities that are used for 
both commercial and project use purposes. Project use energy (PUE) is the power required to 
operate CVP facilities, such as pumping plants. Any power generated that is not used by the project 
is considered commercial power, which is marketed by W AP A. 

The power purpose benefits are estimated using market prices. Power SP A costs are estimated based 
on a hypothetical thermal natural gas power plant, which is specifically authorized to serve the CVP. 
Separable costs assigned to power in the SCRB process are limited primarily to single-purpose 
power facilities. 

Costs allocated to the power purpose are sub-allocated between commercial power and PUE 
proportionate to their respective projected use of CVP power. PUE costs are further sub-allocated 
among irrigation, M&I, and wildlife refuges proportionate to their projected water use (similar to the 
water supply sub-allocation, with exception of B2 water supplies). Costs allocated to commercial 
power are reimbursable from CVP power preference customers. 
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5. 7.8 Fish and Wildlife Mitigation Purpose 

P.L. 89-72, FWPRA, dated July 9, 1965, repealed the non-reimbursable provision for mitigation 
costs while maintaining only fish and wildlife enhancement costs as non-reimbursable. 
Consequently, fish and wildlife mitigation activities that were authorized and implemented between 
1946 and 1965 are treated as non-reimbursable costs, and mitigation activities implemented after 
1965 are considered reimbursable. Fish and wildlife mitigation activities have stipulations in 
legislation that also provide specific allocations, CVPIA being a clear example. Non-reimbursable 
fish and wildlife mitigation is different than fish and wildlife enhancement, which is also a non
reimbursable cost. 

5.8 Allocation of New Melones Unit Cost 

The New Melones Unit was first authorized in 1944 to be constructed by the USACE and upon 
completion was transferred to Reclamation for integration into the CVP. Reclamation has been 
using the USACE cost allocation for the New Melones Unit (House Doc 453, March 22, 1962) since 
it became an integrated part of the CVP. The initial USA CE allocation was based on significant 
recreation development that was never realized. Reclamation continued to incorporate the USACE 
cost allocation into CVP allocations after the inception of the New Melones Unit. 

Reclamation determined that no legislative authorities preclude the modification of the USA CE 
allocation for New Melones (or other facilities constructed by USACE). The transfer of facilities to 
Reclamation included transfer of responsibility to achieve operational and financial integration into 
the CVP. The CAS reallocates New Melones costs as part of the CAS. 

5.9 Water Distribution Systems (Repayment Contracts) 

Distribution of water from CVP conveyance facilities (i.e., canals) to the individual water users is the 
responsibility of the local districts, which use distribution systems comprised of lateral canals and 
pipelines to convey water to individual farms and municipalities. The costs included in the SCRB 
process are those costs associated with storage and conveyance of water, but not any distribution 
system costs beyond the contractor turnout. Water distribution system costs subject to Reclamation 
repayment contracts are assigned directly to the applicable contractors, rather than through the CAS 
process. Privately-financed distribution systems are not within the scope of the CAS. 

5.10 Safety of Dams Costs 

Several dams in the CVP have been modified since their construction for seismic, security, and 
potential failure risks under Reclamation's Safety of Dams program. These include Folsom Dam and 
Reservoir, Little Panoche Creek Detention Dam, Los Banos Creek Detention Dam and Reservoir, 
and O'Neill Dam Forebay and Waterway. SOD legislation stipulates that 15 percent of SOD costs 
are to be reimbursed by water and power users and the remaining 85 percent of costs are non
reimbursable. With the exception of recent SOD activities at Folsom Dam that are not in repayment 
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(and not allocated in the CAS), all existing SOD-related costs are treated as direct assigned costs, and 
thereby excluded from the SCRB analysis. Reimbursable SOD costs are assigned to the reimbursable 
purposes according to Reclamation policy and practice described below. 

On April 17, 2007, the Mid-Pacific Region of Reclamation requested approval from Reclamation's 
Office of Program and Policy Services to utilize the CVP Irrigation and M&I Ratesetting Policies to 
repay these SOD costs assigned to water contractors. Under the ratesetting policy, reimbursable 
SOD costs are collected as storage from all CVP water contractors with the exception of Class 2 
water contractors in the Friant Division. In keeping with the spirit of a repayment contract, the split 
of repayment responsibility between water supply and commercial power remains static, while the 
split between irrigation and M&I varies annually depending on actual water use. Approval to use the 
ratesetting policy was granted September 21, 2007. 

5.11 Mitigation Costs 

Mitigation is broadly defined as project-related activities to avoid, minimize, or compensate for the 
adverse effects of project construction and operations on affected resources (i.e., environmental, 
archeological, or cultural). Within the CVP, mitigation costs are commonly associated with two types 
of activities: 

• ESA-Related RPA Mandates. CVP facility costs associated with reservoir releases to augment 
fish flows mandated by the National Marine Fisheries Service (NFMS) of the National Oceanic 
and Atmospheric Administration (NOAA) and RPAs in the BOs prepared by the USFWS. 

• Non-CVPIA Facilities. Other fish and wildlife facility costs not authorized under CVPIA. 
Refer to the CAS Facility List Attachment for additional details. 

5.11.1 Reimbursement of Mitigation Costs 

For consistency with Reclamation practice, policy, and law, mitigation costs in the CAS are treated 
as joint costs and allocated to all project purposes unless specified in specific legislation. The burden 
for operating the project is shared project-wide and not solely by the reimbursable purposes. 

5.12 Central Valley Project Improvement Act Costs 

As a separate program, CVPIA also mitigates for impacts to fish and wildlife resources from the 
CVP. Mitigation under CVPIA is distinct from general mitigation costs referenced in Section 5.11 in 
that the activities are specifically authorized under CVPIA and have specific cost recovery 
assignments. There are different types of costs associated with the implementation of CVPIA. First, 
there are plant-in-service CVPIA facilities shown in Schedule No. 1 of the CVP financial statements. 
There are also CVPIA O&M costs that are recovered in part by payments to the CVPIA Restoration 
Fund. Finally, there are costs of CVP facilities (both construction and O&M) that get assigned to 
CVPIA activities that are recovered through the CVP water ratesetting process. The treatment of 
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CVPIA costs are described in Reclamation's Business Practice Guidelines for CVPIA Receipts, 
Program Accounting, Cost Allocation, and Cost Recovery (BPG). 

5. 12.1 CVP Facility Costs Assigned to CVPIA 

The portion of the cost of CVP facilities that is required to store and convey CVP water to meet 
CVPIA requirements is sub-allocated as part of the water supply purpose. 16 The water supply sub
allocation assigns costs to the refuge water supplies outlined in section 3406(d)(1) of the CVPIA and 
the mitigation water supplies referenced in section 3406(6)(2) of the CVPIA. 

CVPIA Section 3406(d)(1) Wildlife Refuge (also referred to as Refuge Water Supply): 
Section 3406( d) of the CVPIA requires Reclamation to provide CVP water to meet Level 2 water 
demands and to obtain water supplies to meet Incremental Level 4 water demands for optimal 
waterfowl habitat management needs at identified wildlife refuges managed by the USFWS 
(Reclamation 1989). Water supply costs associated with storage and delivery of Level 2 water 
supplies are assigned to Level 2 as part of the water supply sub-allocation and are considered 
reimbursable by water and power users exclusively. 

Incremental Level 4 water costs are associated with water acquisition independent from CVP water 
supplies. Although Incremental Level 4 refuge supplies are purchased from non-CVP sources, 
Incremental Level 4 refuge water supply costs associated with CVP conveyance facilities are 
captured as part of the water supply sub-allocation process and are considered non-reimbursable, 
and they are allocated 75 percent to Federal government and 25 percent to the State of California. 

O&M costs of conveying both Level 2 and Incremental Level 4 water supplies are recovered 
independently as part of the CVPIA program. However, a portion of the construction costs of CVP 
conveyance facilities is also sub-allocated to refuges (both Level 2 and Incremental Level 4) as part 
of the water supply sub-allocation process and collected through water rates. 

CVPIA Section 3406(b)(2) Water Supplies (also referred to as B2 Water Supply): 
The sub-allocation of water supply costs includes the B2 sub-purpose, which is considered 
reimbursable. More information on the treatment of B2 costs is presented in Chapter 10, Cost 
Allocation Results (Period 2). Section 3406(6)(2) provides for the dedication and management of 
800,000 acre-feet (AF) of CVP yield to be used for the "primary purpose of implementing the fish, 
wildlife, and habitat restoration purposes and measures authorized by [CVPIA] (also referred to as 
B2 water supplies); to assist the State of California in its efforts to protect the waters of the San 
Francisco Bay /Sacramento-San Joaquin Delta Estuary; and to help meet such obligations as may be 
legally imposed upon the CVP under State or Federal law .. .including but not limited to additional 
obligations under the Federal ESA." 

16 The sub-allocation of PUE costs also includes an allocation to the refuge water supply sub-purpose, but not B2 water 
supply. 
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Chapter 6. Hydrological Modeling 
This chapter briefly describes the hydrological modeling analyses and results developed to support 
the CAS. See the Hydrological Modeling Appendix for more detailed description of tools, assumptions, 
and data used for the CVP CAS. The CAS relies on hydrological modeling for two main purposes: 
(1) the development of hydrological inputs used to estimate the economic benefits presented in 
Chapter 7, Economic Benefits, and (2) the development of multipurpose facility SP A sizes discussed 
further in Chapter 8, Single-Purpose Alternatives. In addition, hydrological modeling was considered to 
estimate separable costs for multipurpose facilities ("omitted purpose analysis") and it was 
determined that no re-sizing was necessary. The primary hydrological model used to support the 
CAS is CalSim 2, which models CVP reservoir storage and conveyance deliveries under a range of 
hydrological and regulatory conditions. An overview of the hydrological modeling and results for the 
water supply, water quality, hydropower, and flood control purpose are provided below. In addition, 
sizing multipurpose storage facilities to meet CVPIA is described, followed by a brief description of 
a hydrology sensitivity analysis. 

6.1 Overview of the Hydrological Modeling 

Hydrological model applications used in the CAS analysis include CalSim 2, Flow Tracker, and the 
Single Purpose Facility Sizing Model (Sizing Model). CalSim 2 is a reservoir-river simulation model 
developed by the California Department of Water Resources (DWR) and Reclamation commonly 
used for long-term water supply reliability planning. 

The Flow Tracker model was developed to identify SWP storage releases made specifically for Delta 
outflow as input to the Sizing Model. Additional analysis included post-processing of CalSim 2 
results and evaluation of CVPIA records. A spreadsheet post-processor for CalSim 2 results refined 
the model's representation of drought year allocation decisions to ensure that delivery results reflect 
recent operations. An evaluation was made of CVPIA 3406(6) (2) accounting records to determine 
the use of storage to accomplish the goals of this program. 

The CAS analysis uses CalSim 2 to estimate project deliveries and flows under a range of regulatory 
environments 17

• CalSim 2 results are used as the basis for economic benefits of water supply, water 
quality, flood control, and hydropower as well as in the SPA sizing analyses. Flood control benefit 
and hydropower SP A facility sizing analyses do not directly use CalSim 2 output. 

17 CalSim 2 modeling incorporated the regulatory environment as of 2013 and is based on an historic 82-ycar 
hydrological record (1922-2003). The model has various constraints, including contract maximums, which arc used as an 
upper bound for water deliveries. CalSim 2 estimates deliveries in consideration of the constraints, regulations, available 
water supply, and other factors explained in the Hydrological 1vfodeling Appendix. 
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6.2 Water Supply Purpose 

CalSim 2 input criteria is used to quantify the deliveries that define the water supply purpose and to 
determine the water supply SP A storage facility sizes for the major CVP reservoirs. Estimated 
deliveries are summarized by water year type for irrigation, M&I, and wildlife refuges (Level 2) in 
Table 6-1. Note that these deliveries are summarized from the post-processed CalSim 2 delivery 
results, which differ from the water deliveries used as input to the economic models (see the 
Economic Benefits Anafysis Appendix for more details). Table 6-2 displays the full size and water supply 
SPA size for the five multipurpose CVP reservoirs that serve the water supply purpose - Friant, 
New Melones, Trinity, Shasta, and Folsom. Reservoir sizes are measured in thousand acre-feet 
(TAF). Note that water supply SPA sizes displayed here include volumes associated with CVPIA B2 
management actions. Volumes associated with CVPIA B2 management actions are estimated 
separately, discussed below, and included in the CVP reservoir sizes used in cost estimates (see 
Chapter 8, Single-Purpose Alternatives). 

Table 6-1. Estimated Annual Water Supply Deliveries by Water Year Type (TAF) 

Above Below 
Delivery Type Wet Normal Normal Dry Critical 

Irrigation 6,118 5,603 4,946 4,353 3,121 

M&I 606 606 506 447 357 

Level 2 Refuge 369 369 369 362 291 

Table 6-2. Water Supply SPA Storage Facility Sizing (TAF) 

CVP 
Full Size 

SPA Size (without SPA Size (CVPIA 
Total SPA Size 

Reservoirs CVPIA B2)1 B2) 

Trinity 2,447 709 24 733 

Shasta 4,552 1,391 44 1,435 

Folsom 967 181 10 191 

New Melones 2,420 640 2 642 

Friant 524 476 0 476 

1. Includes dead pool storage requirements 
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6.3 Water Quality Purpose 

Water quality responsibilities of the CVP are expressed both by salinity standards, which are met by 
flow, and by flow requirements that can be surrogates for temperature or dissolved oxygen. Under 
the complex combined operations of the CVP and SWP, water that is provided to meet a water 
quality standard at one location can also be used to satisfy a delivery or water quality standard at 
another location. It can thus be difficult to discern a specific operation for incremental water quality. 
Quantifying the differences between CVP operations to meet D-1485 and D-1641, and determining 
the storage necessary to accomplish this, were the goals of the hydrology analysis for the water 
quality purpose. Separate CalSim 2 studies were developed to represent system operations under 
both D-1641 and D-1485. A comparison of results between these scenarios shows differences in 
river flows, Delta outflow, deliveries, exports, and storage conditions, particularly in the Sacramento 
River basin. The differences in deliveries between these studies reflect the water deliveries that are 
foregone in order to meet the higher water quality standards of D-1641. These foregone deliveries 
were used as inputs to economic benefits models to calculate the representation of economic benefit 
for the water quality purpose. Table 6-3 displays estimated annual delta outflows and foregone 
irrigation, M&I, and refuge water deliveries by water year type. 

Table 6-3. D-1641 Estimated Annual Water Requirements by Source and Water Year 
Type (TAF) 

Above Below 
Parameter Wet Normal Normal Dry Critical 

Delta Outflows1,2 0 0 206 338 449 

Foregone Irrigation Deliveries 34 114 167 118 171 

Foregone M&I Deliveries 2 5 7 4 10 

Total 36 119 380 460 630 

1. Represents CVP portion of Delta outflow requirement 
2. CalSim 2 modeling shows that estimated Delta outflow requirements in wet and above normal years 

are negative; these values have been adjusted to zero. 

Table 6-4 shows the storage facility Sizing Model results for the SPA for water quality. New Melones 
does not appear in Table 6-4 because the difference in SPA is negligible. New Melones does meet 
water quality standards at Vernalis and dissolved oxygen standards at Ripon, but overall differences 
in the combinations of criteria between D-1485 and D-1641 resulted in the reservoir needing to be 
the same size under both regulatory environments. Friant does not serve a water quality purpose. 
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Table 6-4. SPA Storage Size Results for the Water Quality Purpose (TAF) 

D-1641 Difference = 
D-1485 with with SPA storage Minimum Total 

CVP Full Current Current size for Storage SPA 
Reservoir Size Deliveries Deliveries water quality (Dead pool) Size1 

Trinity 2,447 1,793 1,905 112 240 353 

Shasta 4,552 3,361 3,567 206 550 756 

Folsom 967 718 757 39 90 129 

1. Includes storage requirements for CVPIA 82 water quality objectives 

6.4 Hydropower Purpose 

Estimated energy generation in the CVP system is the basis of the hydropower economic benefit 
analysis and thermal plant SPA sizing for the hydropower purpose (see Section 8.5 for details on the 
thermal plant SPA). The long-term generation (LTGEN) model (developed by Reclamation and 
W AP A) converted monthly data of reservoir releases from the CalSim 2 hydrology model to 
estimate hourly CVP power generation available to meet preference power and project use 
requirements. The LTGEN model estimated monthly power generation and use in megawatt hours 
(MWh) for each CVP power facility based on CalSim 2 modeling. 

CalSim 2 delivery and release data is used as an input for the LTGEN model to estimate the annual 
amount of energy that would be produced by CVP power facilities for the 100-year period of 
analysis. Table 6-5 displays the CVP system estimated annual energy generation and consumption by 
water year type. 

Table 6-5. Estimated Annual Power Generation and Consumption by Water Year Type (GWh) 

Power Above Below 
Component Wet Normal Normal Dry Critical 

Energy Generation 6,463 5,211 4,226 3,909 3,024 

Energy Use 1,417 1,216 1,126 1,017 694 

Net Generation 5,046 3,995 3,100 2,891 2,330 

6.5 Flood Control Purpose 

CalSim 2 output is used to develop SP A storage facility sizing for the flood control purpose. The 
CVP storage facilities which operate for flood control are Trinity, Shasta, Folsom, New Melones, 
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and Friant (Millerton). All of these facilities except for Trinity include flood control in their 
authorizing legislation. The flood control rule method is used for determining the SP A sizes of a 
reservoir, which involves selecting the largest value for required flood space in a reservoir from the 
historical flood control diagrams and adding this to the dead pool space. Table 6-6 provides a 
summary of sizing results produced by this method. 

Table 6-6. SPA Storage Size Results for the Flood Control Purpose (TAF) 

Minimum Minimum 
Flood Flood Storage Flood 

CVP Control Storage Space (Dead Control 
Reservoir Rule Capacity Required Pool) SPA Size 

Shasta 3,250 4,552 1,302 550 1,852 

Folsom 367 967 670 90 690 

New Melones 1,970 2,420 450 80 530 

Millerton 351 524 174 135 309 

Trinity has a unique flood control mandate relative to the other four facilities since flood control is 
not an explicitly authorized purpose. Instead the dam operates to protect downstream assets under 
the Trinity River Mainstem Fishery Restoration ROD. Due to the unique nature of the flood control 
mandate for Trinity, a daily hydrology model analysis is used to determine the flood control SP A for 
Trinity of 578 T AF. 

6.6 Sizing Multipurpose Storage Facilities to Meet B2 Objectives 

CVPIA Section 3406(6) (2), or B2, dedicates an annual portion of project yield for the "primary 
purpose of implementing the fish, wildlife, and habitat restoration purposes and measures 
authorized by this title; to assist the State of California in its efforts to protect the waters of the San 
Francisco Bay /Sacramento-San Joaquin Delta Estuary; and to help meet such obligations as may be 
legally imposed upon the Central Valley Project under State or Federal law following the date of 
enactment of this title, including but not limited to additional obligations under the Federal 
Endangered Species Act." 

Reclamation records of annual B2 accounting specify how much B2 water is ultimately used by 
purpose, although water that is ultimately exported is not included in the accounting. Existing 
analysis identified the water storage requirements specifically for B2 to be 208 TAF, excluding B2 
water that is ultimately exported as irrigation or M&I water. This figure can be broken into three 
pieces: B2 actions attributed to the water supply purpose (79 T AF); B2 for RPA mitigation (69 
TAF); and B2 for water quality (60 TAF) (see the Hydrological Modeling Appendix). 

The CAS considers the storage cost of producing CVPIA instream flow actions and of exports that 
are foregone due to CVPIA Delta actions. Due to the continuous and evolving nature of CVPIA 
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accounting methodologies, it has not been possible to include a consistent long-term plan for B2 
actions in the CalSim 2 model. Consequently, daily accounting records detailing historical storage 
releases and export reductions used for actions from 2008 to 2014 were analyzed. 

The required storage for B2 water supply actions is calculated as the 2008-2014 average annual total 
of the volume of releases designated to have been made for B2 actions during excess conditions and 
the average annual volume of exports reduced for B2 actions during balanced conditions. This 
average annual volume is distributed among the storage facilities based on proportional B2 releases 
from each reservoir (instream release element) and distribution of north-of-Delta CVP reservoir 
sizes (export reduction element). Table 6-7 displays the estimated storage reserves used to meet B2 
action management for Trinity, Shasta, Folsom, and New Melones storage facilities. 

Table 6-7. Estimated Average Annual Storage Requirements Used to Meet B2 Water Supply 
Objectives (TAF) 

B2 Objective Trinity Shasta Folsom New Melones Total 

82 - Water Supply 24.1 43.7 9.6 1.6 79.0 

6. 7 Hydrology Sensitivity Analysis 

The CAS relies on recent information from the Sacramento and San Joaquin Rivers Basin Study 
(SSJRBS) to assess the potential differences in water supply availability that might occur between a 
no-climate-change scenario and various other future climate change projections (see the Hydrology 
Sensitivity Analysis Attachment to the Hydrological Modeling Appendix for more details). 

The SSJRBS modeling generated a substantial amount of quantitative information, some of which is 
used for this CAS assessment. The assessment is composed of specific statistical tests, which 
describe how the hydrology may differ under various climate projections (i.e., warm-dry, hot-dry, 
hot-wet, warm-wet, and central tendency). One statistical test compared the hydrologic inflows into 
the Sacramento and San Joaquin Valleys under a no-climate-change scenario to the inflows under a 
range of future climate projections by annual total and monthly distribution, and in groups of 
average annual totals by water year type. Another test compared CVP water deliveries under a no
climate-change scenario to CVP deliveries under a range of future climate projections. The results of 
the statistical assessment were used to qualitatively characterize potential climate change effects on 
CVP benefits and SP As estimated for the CAS. 

Since the central tendency projection includes a relatively large ensemble of 175 different 
projections, it is believed that it provides a reasonable and appropriate reference point to compare 
its associated inflows/ deliveries to those associated with the no-climate-change projection. The 
results of the tests indicate that the inflows into the Sacramento and San Joaquin Valleys associated 
with the no-climate-change scenario and the inflows associated with the central tendency climate 
projection are not significantly different. Similarly, no significant difference was found between the 
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no-climate-change and central tendency projections in terms of total CVP deliveries. The results of 
the climate change statistical tests indicate, in terms of inflows and deliveries, the hydrology used in 
the CAS was reasonable and appropriate and by extension, that the estimate of benefits and SP A 
sizing of storage facilities was reasonable. See the Hydrology Sensitivity Analysis Attachment to the 

Hydrological Modeling Appendix for more details. 
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Chapter 7. Economic Benefits 
This chapter presents the results of the economic benefit analyses prepared for the CAS. The 
economic benefits for each authorized purpose are used to evaluate the justifiable expenditure for 
each authorized purpose in the SCRB analysis. The justifiable expenditure for each authorized 
purpose is the lesser of the SPA cost (presented in Chapter 9, Cost Estimates) and the economic 
benefits of the authorized purpose described in this chapter. Detailed documentation of the 
economic benefit analyses prepared for the CAS is presented in the Economic Benefits Anafysis 
Appendix. 

7.1 Overview of the Economic Benefits Analyses 

The economic valuation approach for the CVP CAS is consistent with the Federal Economic and 
Environmental Principles and Guidelines for Water and Related Land Resources Implementation Studies (P&G) 
(WRC 1983). The P&G indicate the Federal objective of water and related land resources project 
planning is to contribute to national economic development consistent with protecting the nation's 
environment, pursuant to national environmental statutes, applicable executive orders, and other 
Federal planning requirements. 

CVP CAS economic benefits are estimated for the four purposes that generate benefits and meet 
cost-sharing requirements: water supply, water quality, flood control, and power. Water supply 
benefits are attributed to two water supply sub-purposes, irrigation and M&I. Water quality benefits 
are based on the water supply required to meet water quality standards. Flood control benefits are 
based on the avoided flood damages provided by CVP facilities. Power benefits are based primarily 
on the market value of power produced by CVP hydropower generation facilities, in conjunction 
with ancillary service and capacity benefits. 

7.2 Economic Analysis Parameters 

The economic benefits presented in this chapter are based on analysis of operations of the CVP 
over a 100-year period. The operational conditions assumed over the 100-year period are designed 
to be representative of the benefits and authorized purposes under current regulatory conditions. 
The methodology used to estimate economic benefits has the following common elements, except 
where noted: 

• Hydrology outputs from the CalSim 2 model presented in the Hydrological Modeling Appendix are 
used as inputs for the economics models, with the exception of flood control which are based 
on damages avoided as estimated by the USACE. 

• All benefit values are presented in 2013 dollars. 

• The annual economic benefits attributed to each project purpose are estimated for each water 
year type. A representative annual benefit is developed for each project purpose by calculating 
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the weighted average of benefits based on the distribution of water year types in the hydrologic 
record. 

• The total benefit estimated for each project purpose in the SCRB reflects the present value of 
the representative annual benefit received each year over a 100-year period using a discount rate 
of 3.25 percent. 

• The benefits estimated for each water-year type are based on the 82-year hydrological record 
(1922 - 2003) in CalSim 2. Subsequent to model runs and prior to completion of the CAS, 
additional water-year type data through 2013 became available. Reclamation, in coordination 
with CAS stakeholders agreed to include the water years 2004 - 2013 for the sole purpose of 
computing water-year type weights. The different water-year types are weighted based on the 
relative distribution in the hydrologic record extended through 2013. Water year classifications 
are based on the SWRCB Sacramento Valley index. The weights across the five water-year types 
are: 

o Wet (30.4 percent) 

o Above Normal (14.1 percent) 

o Below Normal (18.5 percent) 

o Dry (22.8 percent) 

o Critical (14.1 percent) 

7.3 Irrigation Water Supply Benefits 

This section presents a summary of the methodology and results of the analysis used to estimate 
economic benefits attributed to CVP irrigation water supplies. More detailed information about the 
irrigation benefit analysis is in the Economic Benefit Anafysis Appendix to this report. 

7.3.1 Irrigation Benefits - Methodology 

Irrigation water supply benefits are based on the change in net farm income that results from the 
application of CVP water to irrigate crops. The Irrigation water supply benefits are quantified using 
the Statewide Agricultural Production (SW AP) model and irrigation water delivery data developed 
with the CalSim 2 hydrological model (see Chapter 6, Hydrological Modeling). The SW AP model is a 
regional agricultural production and economic optimization model used to simulate the decisions of 
farmers across agricultural land in California. The SW AP model has been used to estimate CVP 
irrigation benefits for numerous Reclamation and DWR studies. The SW AP model assumes growers 
select the level of inputs such as cropping acreages, labor, and water use to maximize profit subject 
to resource, market, and technology constraints. The SW AP model used for the CAS was calibrated 
to observed cropping patterns and land use data (year 2010 data). 

7.3.2 Irrigation Benefits - Results 

The economic benefits associated with CVP irrigation water supplies are estimated as the additional 
profit realized by farmers across SW AP regions from applying CVP water supplies. Irrigation 
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benefits are comprised of four components: net farm income ( excluding water and land fallowing 
costs), avoided surface water costs, avoided groundwater pumping costs, 18 and avoided land 
fallowing costs. Table 7-1 displays estimated irrigation benefits attributed to the CVP. The greatest 
benefits occur in wet years ($877.2 million annually) based on the relatively high quantity of CVP 
surface water that is delivered while the lowest benefits occur in critical years ($176.9 million 
annually). 

Table 7-1. Estimated Annual Economic Benefits of CVP Irrigation Water Supplies, by Water 
Year Type ($millions) 

Above Below Weighted 
Benefit Wet Normal Normal Dry Critical Average 

Irrigation $877.2 $642.3 $485.7 $316.6 $176.9 $544.7 

The weighted average annual irrigation benefit ($544.7 million) is capitalized over the 100-year 
period of analysis using a 3.25 percent interest rate. The present value of estimated CVP irrigation 
benefits is approximately $16.1 billion. 

7.4 Municipal & Industrial Water Supply Benefits 

The economic benefits associated with CVP M&I water are estimated as the avoided costs 
associated with CVP M&I surface water deliveries. Additional information about the M&I benefit 
analysis is presented in the Economic Benefit Anafysis Appendix to this report. 

7.4.1 M&I Benefits - Methodology 

M&I water supply benefits are estimated as the avoided costs of water supply reliability with-CVP in 
place relative to costs without-CVP in place. M&I benefits are estimated using two economic 
planning models widely used in California. The Least Cost Planning Simulation Model (LCPSIM) 
and the Other Municipal Water Economics Model (OMWEM) are used to estimate CVP M&I 
benefits with water delivery data developed with the CalSim 2 hydrological model (see Chapter 6, 
Hydrological Modelini). The LCPSIM is used to estimate M&I benefits in the San Francisco Bay Area 
and OMWEM is used to estimate benefits to CVP contractors outside the San Francisco Bay Area. 
A small portion of CVP M&I contractors' benefits are estimated using output from OMWEM and 
are not modeled directly in OMWEM or LCPSIM. The results from each model are combined for 
estimating total benefit by creating a weighted average based on acre-foot deliveries to customers in 
each area. 

18 The irrigation benefits presented in this study do not account for projected groundwater conditions anticipated under 
the Sustainable Groundwater Management Act (SGMA) enacted in 2014. Implementation of SGMA over the period of 
analysis will likely increase the value of irrigation benefits in the CVP; however, additional irrigation benefits will not 
affect the results of the cost allocation as the water supply SP A costs represent the justifiable expenditure for that 
authorized purpose in the SCRB analysis. 
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LCPSIM and OMWEM models are annual time-step urban water service system simulation and 
optimization models with the objective of finding the least-cost water management strategy for a 
region, given the mix of demands and available supplies. The models estimated benefits based on 
the least-cost water management strategy for a region using the most likely non-Federal options that 
would be implemented in the absence of the CVP. The two models have been used to estimate CVP 
M&I benefits for numerous Reclamation and DWR studies and were selected because of the need to 
estimate system-wide benefits rather than benefits at the margin of the California water market. 

The models use contract delivery data (modeled in CalSim 2), local water supply information, and 
imported water information (if applicable) to simulate the decision-making needed to meet 2030 
water demand levels at the lowest economic cost. The models include shortage management 
measures ( e.g., use of regional carryover storage, water market transfers, and contingency 
conservation) and shortage allocation rules to reduce regional costs and losses associated with 
shortage events. The models also include long-term regional demand reduction and supply 
augmentation measures ( e.g., toilet retrofit programs and wastewater recycling) that reduce the 
frequency, magnitude, and duration of shortage events. 

7.4.2 M&I Benefits - Results 

Table 7-2 presents CVP M&I benefits by water year type. The benefits represent the avoided costs 
of water supply reliability with-CVP in place relative to costs without-CVP in place. The M&I water 
supply benefit is estimated to be approximately $220 million. The total benefit is estimated as the 
weighted average of expected costs with-CVP, minus weighted average expected costs without-CVP 
($207.6 million), plus the total benefits of other CVP M&I contractors not included in OMWEM or 
LCPSIM ($12.4 million). 

Table 7-2. Estimated Annual Economic Benefits of CVP M&I Water Supplies, by Water Year 
Type ($millions) 

Above Below Weighted 
Benefit Wet Normal Normal Dry Critical Average 

CVP M&I Benefits $213.2 $201.2 $190.6 $223.1 $198.9 $207.6 

Estimated with LCPSIM 

and OMWEM 

CVP M&I Benefits for other $12.4 
CVP Contractors 

Total $220.0 

The weighted average value of M&I benefits is estimated to be $220 million annually. The present 
value of CVP M&I benefits is approximately $6.5 billion based on a project life of 100 years and a 
discount rate of 3.25 percent. 
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7 .5 Water Quality Benefits 

This section presents a summary of the methodology and results of the analysis used to estimate the 
economic benefits attributed to water quality provided by the CVP. Additional information about 

the water quality benefit analysis is presented in the Economic Benefit Anafysis Appendix to this report. 

7.5.1 Water Quality Benefits - Methodology 

Water quality benefits for the CAS are based on the foregone value of the next best use of the water 
used to meet water quality standards. CVP water quality benefits are based on the irrigation value of 
water which is estimated using the SWAP model. Water Quality benefits are quantified using the 
SW AP model and foregone water delivery data developed with the CalSim 2 hydrologic model (see 
Chapter 6, Hydrological Modeling). 

The fundamental premise of the water quality benefit analysis is that all CVP water required to meet 
incremental D-1641 water quality (above D-1485 requirements, also referred to as incremental 
difference) requirements must be valued, including foregone irrigation and M&I/refuge deliveries 
and Delta outflows. As shown in Chapter 6, Hydrological Modeling (Table 6-3), this quantity ranges 
from a low of 36 T AF in wet years to nearly 630 T AF in critical years, averaging 172 T AF across all 
water years. 

7.5.2 Water Quality Benefits - Results 

The water quality benefits for the CVP are based on SW AP modeling, which provided a proxy value 
for water quality benefits using agricultural values. The benefits reported by SW AP are calculated 
based on changes in net farm income, surface water and groundwater costs, and land fallowing 
costs. 

Table 7-3 displays estimated water quality benefits attributed to the CVP. Water quality benefits are 
estimated to be $49.4 million annually, on average. The greatest benefits occur in critical years 
($103.3 million annually) based on the relatively large quantity of CVP water that is needed to meet 
incremental D-1641 water quality standards. Conversely, the lowest benefits occur in wet years ($7.0 
million annually). 

Table 7-3. Estimated Annual Economic Benefits of CVP Water Quality, by Water Year Type 
($millions) 

Above Below Weighted 
Benefit Wet Normal Normal Dry Critical Average 

Water Quality $7.0 $21.4 $60.7 $80.6 $103.3 $49.4 

For the CAS, annual water quality benefits are discounted over the 100-year period of analysis using 
a 3.25 percent interest rate. The present value of estimated CVP water quality benefits is estimated 
to be approximately $1.5 billion. 
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7 .6 Flood Control Benefits 

The CVP is composed of several dams and reservoirs that are authorized and constructed to meet 
multiple purposes, including flood control. Flood control benefits are estimated for Shasta, Folsom, 
New Melones, and Friant CVP dams/ reservoirs. 

There are several other CVP facilities that provide flood control benefits which have not been 
quantified for the CAS. These facilities include Trinity Dam and Reservoir, Los Banos Creek 
Detention Dam, and Whiskeytown Dam and Reservoir. Although these facilities provide flood 
control benefits, they have not been quantified due to lack of available data. As such, the benefits 
provided in this paper represent a lower bound of flood control benefits provided by the CVP. 

The omission of flood control benefits at these facilities does not affect the cost allocation because 
the flood control SPA (and not benefits) represents the justifiable expenditure for flood control in 
the SCRB calculations. Additional information about the flood control benefit analysis is presented 
in the Economic Benefit Anafysis Appendix to this report. 

7.6.1 Flood Control Benefits - Methodology 

The flood control benefit estimates are made for Shasta Dam and Reservoir, Folsom Dam and 
Reservoir, the New Melones Dam and Reservoir, and Friant Dam and Reservoir using historical 
annual damages-prevented information provided by the USACE, Sacramento District. The USACE 
calculates annual damages prevented by comparing downstream river stages at selected sites under 
regulated flow conditions and unregulated flow conditions. The river stages under each condition 
are then compared to a stage-damage curve which describes the amount of damages that could be 
expected based on a range of river stages representing high exceedance probability to low 
exceedance probability flow events. The lower amount of damages under the with-project condition 
as compared to the without-project condition reflects the positive effects of reservoir operations on 
downstream flows and are considered to be the damages prevented (benefits). The USACE dataset 
on flood control benefits used for this report covers historical conditions through the year 2010. 
The estimates of nominal flood control benefits are updated to October 2013 price levels using the 
Gross Domestic Product (GDP) Implicit Price Deflator. 

7.6.2 Flood Control Benefits - Results 

The total damages prevented are divided by the number of years of record, by facility, to derive an 
average annual damages-prevented value. For example, the total damages prevented for Shasta Dam 
and Reservoir over the entire period of record for that reservoir (19 52 to 2010) were approximately 
$29.0 billion (2013 dollars). This value is then divided by 59 (the number of years in the period of 
record for Shasta Dam) to derive an average annual value for prevented flood damages of 
approximately $491.5 million (note that the period of record for each dam and reservoir varies). 
Table 7-4 displays the average annual flood control damages-prevented values for each 
dam/ reservoir. Total flood control benefits are estimated to be nearly $1.3 billion annually, on 

average. 
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Table 7-4. Estimated Annual Economic Benefits of CVP Flood Control, ($millions) 

CVP Reservoir Benefits (Annual) 

Shasta $491.5 

Folsom $761.2 

New Melones $15.9 

Friant (Millerton) $18.8 

Total $1,287.3 

For the CAS, annual flood control benefits are discounted over the 100-year period of analysis using 
a 3.25 percent interest rate. The present value of estimated CVP flood control benefits is 
approximately $38.0 billion. As noted above, the estimated benefits represent a lower bound of 
flood control benefits provided by the CVP. 

7. 7 Power Benefits 

This section summarizes the results, and the analytical method used to estimate the economic 
benefits attributable to CVP hydropower generation. Treatment of the San Luis pump-generating 
unit in relation to hydropower and water supply benefits is also discussed. Power benefits are 
estimated based on the actual or simulated market prices associated with CVP hydropower services. 
Additional information about the power benefit analysis is presented in the Economic Benefit Anafysis 
Appendix to this report. 

7. 7.1 Power Benefits - Methodology 

Hydropower benefits are estimated in consultation with W AP A. The value of power benefits 
evaluated for the CAS is composed of the following three elements: (1) forecasted California 
Independent System Operator (CAISO) hourly day-ahead market prices for energy from PLEXOS 
model, (2) forecasted CAISO hourly day-ahead market prices for ancillary services from PLEXOS 
model, and (3) planning capacity/ resource adequacy to meet expected future demand/load growth 
considerations by applying CAISO market prices for resource adequacy to the estimated capacity 
provided by the CVP resource. CVP energy generation is estimated using output from CalSim 2 and 
LTGEN models (see Chapter 6, Hydrological Modeling, for more details), and inputs into the PLEXOS 
model used a forecasted database used by the California Public Utilities Commission for energy 
resource planning (see the Economic Benefits Anafysis Appendix for more details). 

Energy, ancillary services, and planning capacity/ resource adequacy components of estimated annual 
CVP hydropower benefits are described below: 
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• Energy - Electricity generation that is scheduled to be provided when it is most valuable, if 
possible. 

• Ancillary Services - For the purposes of the CVP CAS, only include spinning, non-spinning, 
and replacement reserves used in estimating power benefits. Other ancillary services as defined 
by Western Electricity Coordinating Council/North American Electric Reliability Corporation 
operating criteria are not included for consistency with the services under contract to CVP 
Power Preference Customers. 

• Capacity /Resource Adequacy - Amount of electric power for which a generating unit, 
generating station, or other electrical apparatus is rated either by the user or manufacturer. 
Capacity is valuable because of the need for sufficient machine capability to meet the peak 
electrical load hour during the hottest summer day. Resource Adequacy is a mandatory planning 
and procurement process to ensure resources are secured by Load Serving Entities to meet the 
ISO's forecast system, local, and flexible capacity needs. 

The PLEXOS Model is used to estimate energy and ancillary service benefits. The PLEXOS model 
was selected for use in the CVP CAS based on a variety of factors including (but not limited to) its 
relative ability to accurately simulate different future scenarios given specific constraints, as well as 
its widespread usage in the power industry. It simulates power markets by optimizing energy, 
ancillary services, generation, and transmission utilization subject to physical and operational 
constraints. Two simulations were run to determine CVP power benefits. The first covered the 
entire Western Electricity Coordinating Council's (WECC) system to generate projected pricing and 
ancillary services data, including CVP facilities. A subsequent simulation optimized the dispatch of 

the CVP facilities using the projected pricing and ancillary services data generated in the first 
simulation. The simulated generation data is a 2024 baseline year used to calculate annual benefits 
across the period of analysis used in the study. The PLEXOS model used output data from LTGEN 
(i.e. total monthly generation) as inputs that were incorporated into the simulation to estimate 
benefits. Please refer to the Economic Benefits Anafysis Appendix for a more detailed description of the 
model and reasons for its usage to estimate economic benefits for the CVP CAS. 

Capacity/ resource adequacy is estimated outside of the PLEXOS model. Although W APA only 
markets two non-firm variable products, energy and ancillary services, some of WAPA's customers 
claim their CVP allocation for capacity purposes, thus avoiding certain CAISO costs related to 
short-term operational requirements to ensure grid reliability. These grid reliability requirements are 
referred to as resource adequacy. Using the CAISO market value for resource adequacy is 
considered to be representative of the actual value that W AP A preference power customers realize 
when claiming CVP capacity benefits. A CAISO market-based price for resource adequacy is used as 
a proxy for that value now and for the foreseeable future, since its value is calibrated to the amount 
of capacity present in the existing and predicted future system. 

7. 7.1. 1 L TGEN and PLEXOS Adjustments for Flood Bypass 

After the PLEXOS CVP benefit simulation was completed, it was determined that the version of 
the LTGEN model used to develop inputs to the PLEXOS model overestimated generation when 
compared to the historical generation levels due to underestimation of generator flood bypasses. A 
methodology was developed to isolate the missed flood bypass from LTGEN to adjust the power 
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benefits estimated by PLEXOS. This post-process adjustment of LTGEN and PLEXOS results was 
performed for the energy component of the power benefits in the CAS. An analysis was performed 
to map the historical record to the respective CalSim 2 data input to LTGEN and the energy 
benefits were reduced by water year type. Further explanation of this analysis can be found in the 

Economic Benefits Anafysis Appendix. 

Table 7-5 displays the resulting energy benefits that include the post-process adjustment to the 
PLEXOS results that are informed by the LTGEN analysis. 

7.7.1.2 Treatment of San Luis Unit Pump-Generating Unit 

The San Luis Unit is part of both the Federal CVP and the California SWP. Authorized by the San 
Luis Act in June 1960 (Public Law 86-488), it is jointly operated by Reclamation and the DWR 
primarily for the purpose of water supply. Two features of the San Luis Unit are pump-generating 
("pump-gen") plants - the O'Neill Pump-Generating Plant and the William R. Gianelli Pump
Generating Plant. These two facilities pump water into the O'Neill Forebay and San Luis Reservoir 
respectively, for off-stream storage. During water operations, water is either released for delivery 
from O'Neill Forebay into the Delta Mendota Canal or from San Luis Reservoir back through the 
pump-turbines of both facilities to generate reclaimed energy. The reclaimed energy helps offset 
part, but not all of the cost of pumping water into San Luis Reservoir. 

Because the energy required to pump water into the reservoir is greater than the energy generated 
when the water is released for delivery, all of the energy generated by these pump-gen plants is 
considered to be an offset to the cost of pumping. Accordingly, the total cost of both pump-gen 
plants, as well as the value of the energy generated by them, was assigned to the water supply 
purpose. As a result, it was necessary to adjust (reduce) the energy power benefits modeled in 
PLEXOS by the value of generation produced by the pump-gen plants and add that value to the 
water supply benefits. This adjustment factor (0.975) was multiplied by the estimated annual energy 
generation benefits prior to calculating the discounted net present value over the planning horizon. 
The adjustment factor did not affect the benefits attributed to ancillary services or resource 
adequacy. 

7. 7.2 Power Benefits - Results 

The estimated energy and ancillary service CVP power benefits are shown in Table 7-5, and 
estimated total hydropower benefits are shown in Table 7-6. As discussed above, the benefit values 
used in the CAS for the power purpose are the values of CVP energy generated without the San Luis 
Unit. The value of energy generated by the O'Neill and Gianelli pump-generating plants is 
subtracted from the estimated hydropower benefit and added to the estimated water supply benefit. 
The energy generation benefits reported in Table 7-5 are subject to the adjustment described in the 
previous section. In addition (shown in Table 7-6), the estimated capacity/ resource adequacy value 
is added and total hydropower benefits (without San Luis Unit) and other benefits are estimated to 
be nearly $193.9 million annually. 
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Table 7-5. Estimated Annual CVP Hydropower Benefits, by Water Year Type ($millions) 

Benefit Above Below Weighted 
Component Wet Normal Normal Dry Critical Average 

Energy $228.1 $201.5 $170.6 $155.1 $115.4 $181.1 

Ancillary $0.7 $0.5 $0.4 $0.4 $0.5 $0.5 

Services 

Total $228.7 $202.1 $171.0 $155.5 $116.0 $181.6 

Table 7-6. Estimated Annual Total CVP Hydropower Benefits ($millions) 

CVP Hydropower Energy and Ancillary Service Benefit (with San Luis Unit) $181.6 

Less: San Luis Unit Energy Benefit (Water Supply Cost Saving Benefit) $4.5 

CVP Hydropower Energy and Ancillary Service Benefit $177.1 

Plus: CVP Capacity (Resource Adequacy) Benefit $16.8 

Total Estimated Annual CVP Hydropower Benefit $193.9 

For the CAS, annual power benefits are discounted over the 100-year period of analysis using a 3.25 
percent interest rate. The present value of CVP power benefits is approximately $5.7 billion. 

7.8 Summary of Economic Benefits 

For the CAS, all of the CVP economic benefits are based on a 100-year prospective analysis as 
discussed in more detail in Chapter 5, Kry Concepts and Assumptions, of this report. All results are 
discounted to a present value in 2013 dollars using 3.25 percent interest rate. Table 7-7 displays the 
total benefits for each of the purposes analyzed. These values are used as inputs to the SCRB 
analysis presented in Chapter 10, Cost Allocation Results (Period 2). 
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Table 7-7. Summary of Estimated Economic Benefits of the CVP (2013 Dollars) ($millions) 

Present Value Benefit 
Type of Benefit (Purpose) Average Annual Benefit (100 Years) 

Water Supply $769.2 $22,702.5 

Irrigation $544.7 $16,076.1 

/vi&/ $220.0 $6,492.7 

San Luis Unit Pump-Gen $4.5 $133.7 

Water Quality $49.4 $1,457.6 

Flood Control $1,287.3 $37,992.2 

Hydropower $193.9 $5,723.6 
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Chapter 8. Single-Purpose Alternatives 
This chapter presents an overview of the development of the single-purpose alternatives required 
for the SCRB analysis. The cost estimates associated with the SP As are presented and described in 
Chapter 9, Cost Estimates (see Table 9-4). Additional facility-level information supporting the SPA 
cost analysis is presented in the Cost Estimates Summary Table Appendix. 

8.1 Conceptual Approach to Single-Purpose Alternative Analyses 

The SCRB analysis requires SPA costs for each authorized project purpose that will share in joint 
project costs. In the context of the CAS, these purposes are water supply, water quality, flood 
control, and power. The SP A cost is the cost of the most likely federally financed alternative that 
provides the same level of benefits to a particular purpose as the existing project. As explained in 
Chapter 4, Cost Allocation Methodology, the lesser of the economic benefits or SPA costs constitute the 
justifiable expenditure for each purpose in the SCRB process. The focus of this chapter is the 
methodology for development of the SP As for the water supply, water quality, flood control, and 
power purposes. SP A cost estimates are not required for the recreation, fish and wildlife 
enhancement, and navigation purposes because they do not share in joint costs. 

In order to formulate the SP A for each project purpose, existing CVP facilities were evaluated to 
determine if they were required to provide the benefits for that purpose, and if so, whether the 
facility would need to be modified for that purpose only. The exception to this process is the power 
SP A, which is based on a thermal power plant that provides power benefits equivalent to the 
existing project rather than existing CVP hydropower facilities. Once the features (and appropriate 
scale of features) are identified for each SP A, cost estimates are developed. The SP A cost for each 
respective purpose is the sum of construction, IDC, and OM&R 19 costs for all features that support 
that purpose (see Chapter 9, Cost Estimates). 

8.1.1 Single-Purpose Facilities 

The cost of each single-purpose facility is included in the respective SP A that it serves. For example, 
a single-purpose water supply canal is included in the water supply SP A only. Because single
purpose facilities do not support other purposes by definition, they do not need to be re-sized and 
are included at full scale in the applicable SP A. The individual single-purpose facilities included in 
each SP A are presented in the SP A descriptions below. 

8. 1.2 Multipurpose Facilities 

Because multipurpose facilities serve more than one purpose, they had to be hypothetically re-sized, 
as necessary, to provide only the benefits of the specific purpose being evaluated. In other words, 
the SP A sizing analysis calculated operations for multipurpose facilities as if the one purpose being 
evaluated was its sole function. For the CAS, a small group of multipurpose facilities (primarily dams 

19 OM&R costs include "soft" costs that arc attributable to the CVP as a whole rather than a specific project feature; soft 
costs were added to all SP As. 
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and reservoirs) are re-sized for the water supply, water quality, and flood control SPAs using CalSim 
2 hydrology modeling described in Chapter 6, Hydrological Modeling, and the Hydrological Modeling 
Appendix to this report. 

Other multipurpose facilities were not re-sized for any given SP A. In other words, the full size (and 
cost) of the facility is required to provide the benefits for any given SP A. Other multipurpose 
facilities that could not be resized that are included as part of all SP As include: 

• Centralized Water & Power System Control 

• Spring Creek Debris Dam and Reservoir 

• CVP Radio Network 

• Clear Creek Tunnel 

• Telemetering Equipment 

• Permanent Operating Facilities - Folsom 

• Permanent Operating Facilities - Trinity 

• Keswick-Carr Microwave System 

• Radio Stream Gauges 

• Permanent Operating Facilities - Shasta 

• Whiskeytown Dam & Reservoir 

• Radio Rain Gauges 

8.1.3 Mitigation 

In addition, some facilities (or portions of facilities) in the CVP are considered mitigation costs. In 
theory, mitigation activities are addressing adverse impacts of the CVP as a whole so it is not 
appropriate to assign mitigation to any single purpose. Instead, for the purpose of estimating SP A 
costs, mitigation costs are included, in total, as part of each SP A. Mitigation activities that are 
included as part of all SP As include: 

• Tracy Fish Collection Facility - Replace Transformers 

• Red Bluff Diversion Dam - Mitigation 

• Tehama-Colusa Canal - Mitigation 

• San Luis Unit Fish and Wildlife Facility 

• Trinity River Restoration Project 
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8. 1.4 Activities with Direct Assigned Costs 

Direct assigned costs are not included in the SP As developed for each project purpose. Direct 
assigned costs do not contribute towards CVP project benefits and would not be required to operate 
the CVP if it were operated for any single purpose. 

8.1.5 Summary of SPA Approach 

In summary, the total cost of each SPA includes the estimated cost of the re-sized multipurpose 
reservoirs (if applicable) plus the cost of non-diminishable multipurpose facilities, all single-purpose 
facilities for each respective purpose, and mitigation costs. The SP As exclude direct assigned costs. 
An overview of each respective SP A is presented below. 

8.2 Water Supply SPA 

8.2.1 Multipurpose Facility Resizing 

Conceptually, the hydrology analysis for the water supply SPA is based on reservoir sizing as if the 
CVP was operated solely for the purpose of water supply. Because of geographical considerations in 
the CVP, single-reservoir scenarios had limited applicability because one reservoir typically could not 
provide water to the entire CVP service area. For this reason, multiple reservoirs are included in the 
water supply SP A. 

The SP A for water supply is based, in part, on reservoir storage required to provide CVP water for 
irrigation, M&I, and wildlife refuge deliveries, and meeting CVPIA B2 requirements. Five 
multipurpose CVP reservoirs served the water supply purpose: Friant, New Melones, Trinity, Shasta, 
and Folsom. Friant provides for direct diversions into the Madera Canal and Friant Kern Canal. 
New Melones provides water for CVP contracts with Stockton East Water District and Central San 
Joaquin Water District, along with settlement obligations to Oakdale Irrigation District and South 
San Joaquin Irrigation District. Trinity, Shasta, and Folsom collectively provide water for CVP water 
users in the Sacramento and American River basins and exports at Jones Pumping Plant. The 
hydrology sizing model described in the Hydrological Modeling Appendix is used in determining what 
size each of these facilities had to be so that only the water supply purpose of the CVP was served. 
In addition, costs associated solely with B2 actions (79 T AF) are included in the water supply 
purpose SP A. 20 See Chapter 6 Hydrological Modeling (Table 6-2) for the multipurpose reservoir sizes 
included as part of the Water Supply SPA. 

8.2.2 Multipurpose Facilities - Other 

Other multipurpose facilities that could not be resized that are included as part of the Water Supply 
SP A are presented above in Section 8.1.2. 

211 Historically, the treatment of B2-rclated costs has not been included in the water supply purpose for the purpose of 
sub-allocating costs. Several options were considered for the CAS and it was decided that costs associated solely with B2 
actions (79 TAF) would be included in the water supply purpose SPA. 
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8.2.3 Single-Purpose Facilities 

Single-purpose facilities that are included as part of the Water Supply SPA include: 

• Folsom South Canal 

• Permanent Operation Facilities - Folsom 
South 

• Folsom Dam Pumping Plant -
Enhancement 

• Folsom Pumps - 4160 Feeder Cable 
Replacement 

• Clayton Canal & Pumping Plant 

• Columbia Mowry Pumping Plant 

• Contra Costa Canal 

• Contra Costa Canal System - Deferred 
Maintenance 

• Contra Costa Pumping Plant 

• Contra Loma Dam & Reservoir 

• Delta Cross Channel 

• Delta-Mendota Canal 

• Delta-Mendota Intake Channel 

• Delta-Mendota Canal California Aqueduct 
Intertie 

• Martinez Dam & Reservoir 

• Permanent Operating Facilities -Tracy 

• Shortcut Pipeline 

• Tracy Pumping Plant 

• Y gnacio Canal & Pumping Plant 

• Friant-Kern Canal 

• Madera Canal 

• 4-M Water District 

• Colusa County Water District Relift 
Pumping Plant 

• Colusa Service Area - Cortina 

• Colusa Service Area - Davis 

• Colusa Service Area - Other 

• Corning Canal 

• Corning Canal Pumping Plant 

• Corning Canal Relift Pumping Plant 

• Glenn Valley Water District Relift 
Pumping Plant 

• Dunnigan Water District Relift Pumping 
Plant 

• Glide Irrigation District Relift Pumping 
Plant 

• Kanawha Water District Relift Pumping 
Plant 

• La Grande Water District 

• Orland-Artois Water District Relift 
Pumping Plant 

• Permanent Operating Facilities -
Arbuckle 

• Permanent Operating Facilities - Red 
Bluff 

• Permanent Operating Facilities - Red 
Bluff Suboffice 

• Permanent Operating Facilities - Willows 

• Permanent Operating Facilities - Willows 
Suboffice 

• Pilot Research Pumping Plant 

• Proberta Water District Relift Pumping 
Plant 

• Red Bluff Diversion Dam 

• Tehama-Colusa Canal 

• Westside Water District Relift Pumping 
Plant 

66 I Central Valley Project Final Cost Allocation Study 

GOV0000520 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 455 of 597



Appx0453

• Arroyo Pasajero • Coalinga Canal 

• B.F. Sisk San Luis Dam & Reservoir • Los Banos Substation 

• Dos Amigos Pumping Plant • O'Neill Pumping Plant 

• Dos Amigos Switchyard • O'Neill Pumping Plant Intake Channel 

• O'Neill Switchyard Station • Little Panoche Creek Detention Dam & 
Reservoir 

• Permanent Operating Facilities - San Luis 
• Los Banos Creek Detention Dam & 

Reservoir 
• Pleasant Valley Pumping Plant 

• O'Neill Dam, Forebay & Wasteway 
• San Luis Relift Pumping Plant - Pleasant 

Valley Water District 

• Permanent Operating Facilities -
State/Federal 

• San Luis Canal 

• San Luis Canal Turnouts 

• San Luis Drain 

• San Luis Switchyard 

• William R. Gianelli Pumping-Generating 
Plant 

8.2.4 Mitigation Activities 

• San Luis Relift Pumping Plant -
Westlands Water District 

• Toyon Pipeline 

• Clear Creek Conveyance 

• Cow Creek Conveyance System 

• Wintu Pumping Plant 

Mitigation activities that are included as part of the Water Supply SP A are presented above in 
Section 8.1.3. 

8.3 Water Quality SPA 

8.3.1 Multipurpose Facility Resizing 

The Period 2 allocation treats the costs of meeting water quality requirements associated with 

D-1485 as joint costs assigned to all project purposes. Actions for salinity control and actions for 
compliance with State water quality standards exceeding D-1485 are assigned to the water quality 
purpose as non-reimbursable, consistent with the COA. The SPA reservoir storage required to 
satisfy water quality standards of D-1641 over those of D-1485 is analyzed by calculating the SP A 
for satisfying D-1641 and the SP A for satisfying D-1485 and then taking the difference between the 
two to determine the incremental storage cost. This difference in cost is used as the SP A cost 

estimate for the water quality purpose. 

The Delta outflow that is required to meet water quality standards in the Delta depends on export 
level. In order to correctly identify the increment of SPA storage required to satisfy the D-1641 
water quality standards compared to those in D-1485, the increment had to be defined given the 
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same level of export and delivery. See Chapter 6 Hydrological Modeling (Table 6-4) for the Water 
Quality SPA storage sizing requirements. New Melones is not included because the difference in 
cost of New Melones to meet D-1485 versus D-1641 is negligible. Friant did not serve a water 
quality purpose since water is not released from the reservoir to meet water quality standards under 
either D-1485 or D-1641. 

8.3.2 Multipurpose Facilities - Other 

Other multipurpose facilities that could not be resized that are included as part of the Water Quality 
SP A are listed above in Section 8.1.2. 

8.3.3 Single-Purpose Facilities 

There are no single-purpose facilities that are included as part of the Water Quality SPA. 

8.3.4 Mitigation Activities 

Mitigation activities that are included as part of the Water Quality SP A are presented above in 
Section 8.1.3. 

8.4 Flood Control SPA 

8.4.1 Multipurpose Facility Resizing 

The CVP storage facilities operated for flood control are Trinity, Shasta, Folsom, New Melones, and 
Friant. All of these facilities except Trinity included flood control in their authorizing legislation. 
Trinity provides protection to downstream assets under guidelines set by the Trinity River Mainstem 
Fishery Restoration Record of Decision (ROD) and therefore is included as part of the flood 
control SP A. 

Flood control rules limit the volume of water that may occupy space in a reservoir, mandating that a 
certain amount of empty space be maintained in order to accommodate anticipated seasonal runoff. 
The flood control rule method for determining the single-purpose size of a reservoir selects the 
largest value for required flood space in a reservoir from the historical flood control diagrams and 
adds this value to the minimum operating storage level in the reservoir, or dead pool, to calculate the 
SP A size for each reservoir. SP A sizes for the four flood control reservoirs are shown in Chapter 6 
Hydrological Modeling (Table 6-6). 

8.4.2 Multipurpose Facilities - Other 

Other multipurpose facilities that could not be resized that are included as part of the Flood Control 
SP A are listed above in Section 8.1.2. 

8.4.3 Single-Purpose Facilities 

There are no single-purpose facilities that are included as part of the Flood Control SP A. 
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8.4.4 Mitigation Activities 

Mitigation activities that are included as part of the Flood Control SP A are presented above in 
Section 8.1.3. 

8.5 Power SPA 

8.5.1 Power SPA - Thermal Facility 

Under past policy and practice, Reclamation has typically used a hydropower-based single-purpose 
power alternative when conducting cost allocation studies. However, a nuclear power single-purpose 
power alternative has been used in prior CVP cost allocation studies based on the premise that the 
CVP authorizing legislation (50 Stat. 850) authorized Reclamation to construct a steam generator 
plant. 

For the CVP Final CAS, a thermal (natural gas) power plant was determined as the most likely 
alternative constructed by the Federal government in the absence of CVP hydropower plants. 21 Past 
precedent and authorizing CVP legislation has given Reclamation the discretion to use a thermal
based SPA for the power purpose of the CVP. The thermal-based SPA is configured and sized to 
incorporate existing CVP operational limitations and constraints, including the required associated 
transmission facilities needed to serve power customers. 

Consequently, the thermal-based SPA reflected the current level of benefits associated with power 
generation and associated ancillary services provided by the CVP. The thermal power SPA is sized 
to generate enough energy to provide not only the amount of energy used by project beneficiaries 
but to account for system losses as well. The SPA cost for the thermal power facility include all 
costs, including design and construction, ownership costs, emission reduction credits, environmental 
mitigation, fuel (natural gas) costs, and other costs. The CVP power generation is estimated based 
on CalSim 2 and LTGEN modeling (see Section 6.4). 

The CVP produces (at plant) an average of about 4,828.74 GWh/year. The capacity of a thermal 
SPA power plant needed to produce the same amount of energy was estimated to be 1,190 MW. 
The type of thermal plant used to estimate facility capitalized costs was a 500 MW combined cycle 
plant without duct-firing. The heat rate used to estimate SPA costs was 6,750 Btu/kWh (British 
thermal units/kilowatt hours). Life-cycle costs are based on a period of 100 years using an interest 
rate of 3.25 percent and assuming a 40-year lifespan of a typical plant. The cost of fuel used for the 
analysis was $4.24/MMBtu (million British thermal units) for natural gas. 

8.5.2 Multipurpose Facilities 

There are no multipurpose facilities included as part of the Power SPA. 

21 Because the Power SPA docs not involve re-operation of existing CVP hydropowcr facilities, no hydrology analysis 
was required. 
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8.5.3 Single-Purpose Facilities 

The only single-purpose facilities that are included as part of the Power SP A are select transmission 
facilities owned and operated by W APA. 

8.5.4 Mitigation Activities 

Mitigation activities that are included as part of the Power SPA are presented above in Section 8.1.3. 
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Chapter 9. Cost Estimates 
This chapter outlines the cost estimating methods developed at an appraisal level for the CVP CAS 
and presents the cost estimates used as inputs to the SCRB analysis. More detailed cost estimate 
results are presented in the Cost Estimates Summary Tables Appendix. 

9.1 Cost Estimating Overview 

The SCRB methodology requires several sets of cost estimate inputs. These include total project 
costs, as well as separable costs and SP A costs by authorized purpose. The cost analysis is conducted 
at the facility level to account for the complexity and quantity for all of the CVP features. The 
facility-level analysis also facilitates the water ratesetting process described in Chapter 12, 
Implementation of the Final Cost Allocation. 

The SCRB methodology requires separate cost estimates for (1) construction, (2) IDC, and (3) 
OM&R of project facilities over the 100-year period. The sum of these three cost components is 
considered the total cost of any given facility. Although these cost components are tracked 
separately, the calculations within the SCRB process are based on total costs of all three cost 
components over a 100-year period. The approach used to estimate each type of cost varies as 
explained below. 

SCRB also requires that all cost estimates be in constant price level to allow a consistent 
comparison. As a result, all cost estimates are indexed to the base year 2013 (see Section 5.3). The 
nominal (unindexed) cost of facilities are tracked in order to reconcile to actual costs in the CVP 
financial records. 

There are several fundamental tenets underlying the cost estimating used for the CAS. 

• Costs are estimated at an appraisal level. 

• Cost indexing is required to adjust price levels to the CAS base year (2013). 

• Estimated facility costs are based on a wide range of data sources, including Reclamation 
financial reports, historical construction pricing, material quantities from completion reports, 
and contract administration documentation. 

9.1.1 Appraisal-Level Analysis 

Reclamation uses several different levels of detail when estimating costs in the context of project 
planning and development, including preliminary, appraisal, and feasibility levels within the planning 
phase of Reclamation's design process (Reclamation 2007). Of these approaches, appraisal and 
feasibility levels have been deemed suitable for the purpose of cost allocation (Reclamation 20136). 
Appraisal level are used due to the number of facilities being considered in this CAS. A feasibility
level analysis for the CAS would require further refinement of the cost estimates, including the need 
for detailed estimates created during the design, solicitation, and construction stages of each facility. 
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This would have significantly increased the complexity, cost, and reproducibility of the CAS cost 
estimates. 

The appraisal-level analysis is most pertinent in the context of facility re-sizing, which is integral to 
the SP A and separable cost analysis required for SCRB. In an appraisal-level analysis, a minimum of 
roughly 85 percent of the total costs to be estimated should be identified. For the CAS, costs are 
assigned to the identified line items. The remaining 15 percent of costs are allocated to unlisted 
items or contingencies for the facilities that required re-sizing. Historical documentation of the costs 
to construct each of the facilities are used to establish the appropriate number of line items. 

9.1.2 Cost Indexing 

The CVP has been under construction for over 70 years; therefore the plant-in-service costs 22 in the 
financial statements have widely varying cost bases. In order to compare costs of the CVP that occur 
at different points in time, nominal costs of project facilities are converted to a common price level 
corresponding to the CAS base year of 2013 using the Building Costs Index (BCI). 

9.2 Cost Categories 

9.2.1 Construction Costs 

Construction costs are the costs of labor, land, materials, and financing to plan, design, and 
construct a project facility or feature for the purpose of providing new or additional benefits. 
Construction costs of a project feature include both contract costs and non-contract costs, such as 
direct labor, direct materials, and indirect costs through the point the facility is placed into plant-in
service. Construction costs exclude IDC. 23 Project construction costs are estimated using 
information from several different data sources, mainly existing financial records and contract 
administration records. 

9.2.2 Interest During Construction Costs 

IDC represents the cost to finance the construction of projects. 24 IDC is reimbursable by certain 
project purposes (or beneficiaries), namely M&I and commercial power. As such, only those 
facilities that serve M&I and commercial power include IDC for repayment in Schedule 1 of the 
CVP financial statements. For example, facilities that solely serve irrigation do not include IDC in 
Schedule 1. To ensure that all facilities are evaluated consistently in the SCRB analysis, estimates for 
IDC are required for each facility based on the total cost of the facility. 

22 In order to index nominal costs to the base year, the date when each project facility began to provide beneficial use is 
documented. This is referred to as the plant-in-service date. 
23 Plant-in-service values presented in Schedule 1 of the CVP financial statements include both construction costs and 
interest during construction, which required that IDC be deducted from the plant-in-service values to derive 
construction-only costs. 
24 Specifically, IDC represents interest accumulated during the construction period. This interest is added to the cost of 
the long-term asset so that the interest is not recognized in the current period as interest expense. Instead, the interest 
becomes a fixed asset and is included in the depreciation of the long-term asset. 
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To ensure that IDC is not double counted in certain facilities, actual IDC is first deducted from 
facilities that have it recorded in the 2013 Financial Statements, then IDC is estimated for all 
facilities using annual compound interest. For consistency with Reclamation Policy, IDC is not 
included for facilities constructed prior to 1955 and simple interest calculations are used for 
construction that occurred between 1955 and 1982. The CAS discount rate of 3.25 percent is used in 
calculating estimated IDC. 

9.2.3 Operation, Maintenance, and Replacement Costs 

OM&R cost estimates are required for each facility for the SCRB analysis. Due to the large number 
of facilities and data gaps for individual facilities, the OM&R cost analysis is conducted based on 
representative facility types (or categories). The six categories of facilities included (1) canals, (2) 
dams and reservoirs with subcategories of embankment and concrete dams, (3) pumping plants and 
power plants, ( 4) switch yards, (5) general project soft costs, and (6) W AP A facilities. 

Annual OM&R expenses are estimated for each representative facility using a two-step process. The 
first step determines the estimated O&M cost by representative facility. This is accomplished by 
averaging indexed O&M expenditures for the most recent 10 years of reported costs to arrive at an 
average annual value. Reclamation's O&M index is used for this purpose (Reclamation 2017). The 
second step determines the estimated replacement costs for a representative facility in each O&M 
facility category. The estimates exclude overhead costs that are not attributable to any given facility 
or purpose. Overhead costs are treated as joint costs of the CVP. 

Determining replacement costs is accomplished by estimating the cost and timing of replacement 
for each item. The expected occurrence cycles are determined from the Reclamation/W AP A 
Replacement Book (2006). Large scale rehabilitation, maintenance, replacement, and extraordinary 
maintenance (RAX) activities occur on a predictable schedule. Subsequently, for facilities in each 
category, estimated replacement costs are calculated by pro-rating replacement costs for the 
representative facility based on the relative magnitude of construction costs of the representative 
facility compared to all facilities in the same category. The results from steps one (O&M) and two 
(replacements) are added together to produce each facility's total OM&R cost. Total OM&R cost 
estimates are capitalized over the 100-year period of analysis using the project interest rate of 3.25 
percent. 

9.3 Cost Estimating Methodology 

Cost estimates for total facility costs, separable costs, and SP A costs are required from the SCRB 
analysis. The methods used to develop these cost estimates vary by type of facility. Each facility in 
the CVP is characterized as either single-purpose or multipurpose. Single-purpose facilities are 
considered separable to the purpose they serve. For example, the total cost of a single-purpose water 
supply canal is a separable cost to the water supply purpose. Single-purpose facilities are also 
assigned in their entirety to each applicable SP A. The cost estimating process for multipurpose 
facilities requires the hypothetical re-sizing of the facility for each authorized purpose in the 
separable cost and SP A cost analyses. 
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9.3.1 Costs Used in the SCRB Process 

Total Facility Costs 
Total project costs are estimated for all CAS facilities. Total project costs serve as the starting point 
for facility re-sizing efforts described below. Separate cost estimates are developed for construction, 
IDC, and OM&R, which together represent total costs. The plant-in-service date of each facility is 
used to index nominal costs to the base year. Plant additions and RAX costs that occurred after the 
plant-in-service date are considered construction costs and indexed to the base year from the year in 
which they occur. 

Separable Cost Analysis 
Separable costs are project costs that are attributable to a single purpose. Separable costs for each 
authorized purpose are calculated as the difference between total costs of a multipurpose project and 
the cost of the project with that purpose excluded. 

The cost of single-purpose facilities is separable to the purpose those facilities serve. The separable 
costs of a multipurpose facility's costs are evaluated by determining if the multipurpose facility can 
be re-sized as a result of eliminating each authorized purpose from the multipurpose project. 
Multipurpose facilities that cannot be re-sized by removing any authorized purpose are considered 
to be non-diminishable. Non-diminishable facilities are treated as joint costs in the SCRB analysis. 
Multipurpose facilities that could be re-sized based on the removal of authorized purposes are 
defined as diminishable. Friant Dam and Los Banos Creek Detention Dam are the only 
multipurpose dams considered diminishable, and which do not include a power purpose. As a result, 
these dams could be re-sized in the separable cost analysis. It was determined that these facilities 
should be re-sized and would not incur joint costs. Total costs of Friant Dam are distributed 
between water supply (58.56 percent) and flood control (41.44 percent), while Los Banos Creek 
Detention Dam costs are distributed to water supply (24.06 percent), flood control (68.66 percent), 
and recreation (7.28 percent). 

Single-Purpose Alternative Cost Analysis 
The SPA is the least cost alternative which would likely be built as a single-purpose Federal project, 
and that would provide the same benefit to each purpose individually as the multipurpose project 
provides. For the purpose of the CAS, the following four SPAs are developed: (1) water supply, (2) 
flood control, (3) water quality, and ( 4) power. All of the SP As except for power are based on re
sizing of existing CVP facilities. The power SP A is based on a thermal natural gas-powered facility 
tying into the existing CVP power transmission grid. The estimation of costs associated with the 
thermal power SP A is discussed below. 

With exception of the power SP A, all single-purpose facilities are assigned to the applicable SP A 
they serve. Non-diminishable, multipurpose facilities that could not be attributed to any one purpose 
are included at full scale in all SPA costs. Each diminishable multipurpose facility is re-sized to serve 

each respective authorized purpose of the CVP. 
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Multipurpose Facilities - Diminishable 
The SCRB process requires that existing facilities be re-sized, if possible, to calculate costs of the 
SP A for each project purpose and to estimate separable costs of each purpose. Approximately 30 
facilities on the CAS Facility Llst are treated as multipurpose features of the CVP. The multipurpose 
facilities identified as diminishable facilities are re-sized and corresponding cost estimates are 
developed. Table 9-1 presents the diminishable facilities considered and treatment in the CAS. 

Developing cost estimates for re-sized facilities involved multiple steps. The first step documents 
the costs required to construct the facility, which identifies the construction contracts and their 
subcomponents for each facility throughout the facility's life and use of Reclamation's financial 
reports. Next, estimating the new height of the dam and reservoir was determined using the water 
volumes needed to provide the same level of benefits for each purpose. This would help determine 
the volume, square footage, and change of each major cost driver (MCD) (i.e., concrete and other 
large expenses) from the original construction cost. 

Cost estimations are generated by identifying and adjusting the MCD, using AutoCAD and LIDAR 
surveying models, developing cost curves, and developing engineering and construction inspecting
based assumptions on the re-sized quantities to arrive at total estimated costs. The MCDs for each 
contract are separated by identifying the line items that produced at least 85 percent of the costs. 

Cost curves based on the MCDs for each facility allows for re-sizing of the facilities while 
accounting for unit cost variations due to economies of scale and regional influences. The 
proportional cost is determined by comparing the original facility to the scaled facility. 

All of the diminishable multipurpose facilities are dams that store water and include power facilities, 
except for Friant Dam and Los Banos Creek Detention Dam. On further evaluation, for 
multipurpose facilities with a power purpose, it was found that despite these facilities' original 
designations as diminishable, it was determined that the facility sizes would not vary in the 
multipurpose without cost analysis. In other words, eliminating any purpose from these 
multipurpose facilities would not result in a re-sized facility because the facility would still need to 
provide the benefits of all remaining purposes. Therefore, regardless of the purpose removed, the 
facility size could not be diminished without affecting the benefits of one or more of the remaining 
purposes. Accordingly, there are no separable costs of these facilities. 

Additional consideration was required for determining separable costs to the power purpose with 
respect to specific power features (as opposed to facility sizing discussed below). Power components 
of multipurpose facilities (primarily power plants and switchyards) are considered to be bolt-on 
accessories and separable to the power purpose. An adjustment to the multipurpose facility dam cost 
was considered to account for the material used to replace the bolt-on accessories, and it was 
determined any cost change would be less than unlisted items and contingencies for the identified 
dams. Consequently, the cost of removing the power purpose from these multipurpose dams was 
determined to be negligible. This approach resulted in no separable costs assigned to the power 
purpose from the multipurpose dams in the SCRB analysis. The only separable costs of the power 
purpose were the accumulated cost of single-purpose power facilities. 
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Table 9-1. Diminishable Multipurpose Facilities 

Diminishable Facilities Treatment in CAS Analysis 

Shasta Dam For SPA analysis, these facilities were re-sized based on hydrology. For 

separable costs, the power purpose necessitated the same size dam. 

Folsom Dam For SPA analysis, these facilities were re-sized based on hydrology. For 
separable costs, the power purpose necessitated the same size dam. 

New Melones Dam For SPA analysis, these facilities were re-sized based on hydrology. For 
separable costs, the power purpose necessitated the same size dam. 

Trinity Dam For SPA analysis, these facilities were re-sized based on hydrology. For 
separable costs, the power purpose necessitated the same size dam. 

Friant Dam and Permanent For SPA analysis, this facility was re-sized based on hydrology. Because 
Operating Facilities Friant only serves two project purposes, water supply and flood control, 

all Friant Dam and reservoir costs were allocated as separable costs to 
these two functions. 

Nimbus Dam For the SPA analysis, this facility was re-sized. There are no separable 
costs to water supply. There are separable costs to power, which consists 
of the power generating equipment. 

Los Banos Creek Detention For the SPA analysis, this facility was re-sized based on the separable cost 
Dam factors. Because Los Banos Dam only serves two project purposes, water 

supply and flood control, all Los Banos Dam and reservoir costs were 
allocated as separable costs to these two functions. 

Multipurpose Facilities - Non-Diminishable 
Non-diminishable facilities are facilities for which the cost of the facility does not change if any 
authorized purpose is removed from the project. The full cost of non-diminishable facilities is 
included in each SPA because there are no costs considered separable to any one purpose. Table 9-2 
provides the list of non-diminishable facilities and summarizes the reasons for the determinations. 

Table 9-2. Non-Diminishable Multipurpose Facilities 

Non-Diminishable Facilities Reason for Non-Diminishable Designation 1 

CVP radio rain gauges Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Shasta radio rain gauges Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Trinity radio rain gauges Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Shasta radio stream gauges Provided a function for the entire CVP and the size remained 

relatively the same no matter the size of the CVP. 
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Non-Diminishable Facilities Reason for Non-Diminishable Designation 1 

Trinity radio stream gauges Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

CVP radio network Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

CVP telemetering equipment Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Centralized water and power Provided a function for the entire CVP and the size remained 
systems control relatively the same no matter the size of the CVP. 

Keswick-Carr Microwave Systems Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Shasta permanent operating Provided a function for the named facility and the size remained 
facilities relatively the same regardless of the purpose 

Union Hills Reservoir1 Land obtained for the facility would not change regardless of size 
or purpose 

Clear Creek Tunnel Tunnel costs would not significantly change if the tunnel size was 
reduced because of the custom equipment and complexity of the 
construction. 

Spring Creek Debris Dam and The dam was originally sized and constructed to hold back 
Reservoir contaminated water from upstream mining and release as needed 

to mitigate stream poll. None of the purposes served by this facility 
could be altered, and therefore the facility could not be re-sized, 
resulting the total cost of this facility to be joint costs. 

Whiskeytown Dam and Reservoir Costs were not separable to a single purpose due to operational 
requirements, unclear required volumes of water for specific 
purposes, and could not be built smaller for water supply, power, 
or flood control individually based on available data. 

1. Although a non-diminishable facility, Folsom Sly Park/Union Hills Reservoir is not included in any SPAs 
because it does not support the benefits of any project purpose. 

9.3.2 Mitigation Costs 

Mitigation costs are treated as joint project costs in the CVP CAS. CVPIA facility costs are excluded 
from the CAS and are being handled through a separate process. For more information on 
mitigation costs, refer to Section 5.11. 

9.3.3 Direct Assigned Costs 
Direct assigned costs are costs that have been identified, legislatively or by agreement, as having a 
clear direction regarding repayment. The costs of direct assigned features are excluded from the 
SCRB process. Cost estimates for project facilities with direct assigned costs are adjusted to remove 
direct assigned costs. Generally, the total cost of each project facility is pro-rated based on the 
proportion of unindexed facility cost that is direct assigned relative to total project cost. Direct 
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assigned costs are not treated as separable costs to any purpose or included in any of the SP A cost 
estimates. For more information on direct assigned costs, refer to Section 3.3. 

9.4 CAS Cost Estimates 

As described above, the cost estimating process for the CAS resulted in three sets of indexed cost 
estimates: (1) total facility costs, (2) cost estimates for each respective SP A (i.e., water supply, flood 
control, water quality, and power), and (3) cost estimates of the multipurpose project with each of 
the individual purposes removed (i.e., the multipurpose without purpose project estimates). For each 
set of costs, all three cost components are estimated, namely construction, IDC, and OM&R, which 
are used as inputs to the SCRB analysis. 

As shown in Table 9-3, the total cost of the CVP that is used in the SCRB process is approximately 
$17.0 billion (2013 dollars), which is comprised of construction costs ($11.2 billion), IDC ($476.9 
million), and the present value of annual OM&R costs ($5.3 billion). These cost estimates exclude 
direct assigned costs excluded from the SCRB process. 

Table 9-3 also shows the estimate of separable costs by purpose. Separable costs are computed as 
the difference of total project cost and the omitted-purpose cost for each purpose. Accounting for 
all three cost components, the total separable costs attributed to each purpose is: water supply ($6.1 
billion), power ($4.6 billion), flood control ($171.4 million), recreation ($15.1 million), water quality 
($0), fish and wildlife enhancement ($0), and navigation ($0). 

Table 9-3. SCRB Total and Separable Cost Estimates (2013 Dollars) 

Multipurpose 
Purpose Total Cost Without Cost Separable Costs 

Construction $11,183,353,145 

Water Supply $6,727,205,449 $4,456,147,695 

Power $9,149,317,479 $2,034,035,666 

Flood Control $11,033,241,465 $150, 111,679 

Recreation $11,169,443,333 $13,909,811 

Water Quality $11,183,353,145 $0 

Fish and Wildlife 
$11,183,353,145 $0 

Enhancement 

Navigation $11,183,353,145 $0 
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Multipurpose 
Purpose Total Cost Without Cost Separable Costs 

IDC $476,904,929 

Water Supply $303,477,679 $173,427,250 

Power $356,116,945 $120,787,985 

Flood Control $469,177,350 $7,727,579 

Recreation $476,725,189 $179,740 

Water Quality $476,904,929 $0 

Fish and Wildlife 
$476,904,929 $0 

Enhancement 

Navigation $476,904,929 $0 

OM&R $5,337,474,656 

Water Supply $3,909,489,262 $1,427,985,394 

Power $2,926,261,359 $2,411,213,297 

Flood Control $5,323,898,239 $13,576,417 

Recreation $5,336,423,175 $1,051,481 

Water Quality $5,337,474,656 $0 

Fish and Wildlife 
$5,337,474,656 $0 

Enhancement 

Navigation $5,337,474,656 $0 

TOTALCVP $16,997,732,730 

Water Supply $10,940,172,390 $6,057,560,340 

Power $12,431,695,782 $4,566,036,948 
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Multipurpose 
Purpose Total Cost Without Cost Separable Costs 

Flood Control $16,826,317,054 $171,415,676 

Recreation $16,982,591,697 $15,141,033 

Water Quality $16,997,732,730 $0 

Fish and Wildlife 
$16,997,732,730 $0 

Enhancement 

Navigation $16,997,732,730 $0 

Table 9-4 presents the SP A cost estimates. Accounting for all three cost components, the total SPA 
cost by purpose: water supply SPA ($11.0 billion), power SPA ($9.4 billion), flood control ($5.3 
billion), and water quality ($4.1 billion). No SPA cost estimates were required for fish and wildlife 
enhancement, recreation, and navigation. 

Table 9-4. Total Estimated SPA Costs by Purpose1 (2013 Dollars) 

Type of Water Supply Power Flood Control Water Quality 

Cost SPA SPA SPA SPA 

Construction $7,830,971,993 $1,617,562,352 $3,745,324,665 $2,643,732,657 

IDC $310,143,077 $76,621,927 $152,354,756 $106,206,497 

OM&R $2,831,470,890 $7,681,334,972 $1,429,937,241 $1,343,915,357 

Total Cost $10,972,585,960 $9,375,519,251 $5,327,616,662 $4,093,854,511 

1. SPA cost estimates were not developed for the following purposes: fish and wildlife enhancement, 
recreation, and navigation. 
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Chapter 10. Cost Allocation Results {Period 2) 
This chapter presents the Period 2 cost allocation, which reflects expected future operation and 
benefits of the CVP. The results of the Period 2 allocation are based on the SCRB analysis and 
related sub-allocation process, as well as the costs, benefits, and assumptions outlined throughout 
this report. In addition, this chapter also carries the allocation through to the facility level to facilitate 
the water ratesetting process. 

10.1 Application of SCRB to the CAS 

The SCRB method is used as the starting point to allocate costs to the authorized purposes of the 
CVP (see Chapter 4, Cost Allocation Methodology). However, allocation of costs at the purpose level 
does not define repayment responsibilities; therefore, sub-allocation of costs is necessary. SCRB 
requires estimation of the benefits for each project purpose and the costs for each SPA that 
provides comparable benefits. The lesser of the benefits estimated for each purpose and SP A cost 
sets the limit of the amount that can be allocated to a particular project purpose. This is defined as 
the justifiable expenditure. The next step is to identify the separable costs for each project purpose, 
which are costs attributed to a single purpose. 

Separable costs are calculated as the difference in the total multipurpose project cost and the cost of 
the project without a particular purpose included. The separable costs for each project purpose are 
then deducted from the justifiable expenditures for each purpose to derive the remaining justifiable 
expenditures. The remaining joint costs of the project are the total project costs less the total 
separable costs. Remaining joint costs are allocated to each project purpose based on the percentage 
share of the remaining justifiable expenditures (i.e., joint cost factors). The allocation of separable 
costs and remaining joint costs for each project purpose are added together to derive the total cost 
allocated to each purpose. 

The SCRB analysis excludes direct assigned costs where repayment responsibilities have been set 
either through legislation and/ or agreement (see Section 3.3). Specifically, where Congress has 
provided clear direction regarding the reimbursement of specific project features, or where 
Reclamation has entered into agreements regarding repayment, the costs of such features are 
deducted prior to implementing the SCRB analysis. After the SCRB analysis is completed, direct 
assigned costs are added back to the appropriate repayment category based on the provisions in the 
associated legislation or agreement. 

The results of the SCRB analysis are shown in Table 10-1 (2013 dollars). The total SCRB costs 
subject to the cost allocation is approximately $17.0 billion. Based on the comparison of economic 
benefits and SPA costs, the driver of justifiable expenditure for each project purpose is as follows: 25 

25 The purposes not listed below (i.e., recreation, navigation, and fish and wildlife enhancement) do not share in joint 
costs, so they arc not considered in determining justifiable expenditure across project purposes. 
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• Water Supply: SPA costs ($11.0 billion) 

• Power: Benefits ($5. 7 billion) 

• Flood Control: SP A costs ($5.3 billion) 

• Water Quality: Benefits ($1.5 billion) 

The separable costs across project purposes are as follows: 

• Water Supply: $6.1 billion 

• Power: $4.6 billion 

• Flood Control: $171.4 million 

• Water Quality: $0 

• Recreation: $15.1 million 

• Navigation: $0 

• Fish and Wildlife Enhancement: $0 

The joint cost factors 26 (shown under the row titled "Remaining Justifiable Expenditure Percentage 
by Purpose" in Table 10-1) are calculated by dividing the remaining justifiable expenditures for each 
purpose by the total remaining justifiable expenditure. These factors are applied to the joint cost 
pool totaling approximately $6.2 billion (2013 dollars) and are the only numbers from the SCRB 
process that are used in the facility-level allocation presented in Section 10.2. 

• Water Supply: 38.74 percent 

• Power: 9.12 percent 

• Flood Control: 40.64 percent 

• Water Quality: 11.49 percent 

• Recreation: NA 

• Navigation: NA 

• Fish and Wildlife Enhancement: NA 

The total allocation of costs represents the sum of separable and joint costs. The total allocated costs 
across project purposes is as follows (2013 dollars): 

• Water Supply: $8.4 billion 

• Power: $5.1 billion 

• Flood Control: $2. 7 billion 

• Water Quality: $710.9 million 

26 Total may not sum to 100 percent due to rounding. 
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• Recreation: $15.1 million 

• Navigation: $0 

• Fish and Wildlife Enhancement: $0 
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Table 10-1. SCRB Results - Period 2 (2013 Dollars) 

Fish & 
Wildlife 
Enhance- Recrea- Water 

SCRB Component Water Supply Power Flood Control ment tion Navigation Quality Total 

Total Costs to Be Allocated 

Construction $11,183,353,145 

IDC $476,904,929 

OM&R $5,337,474,656 

Total $16,997,732,730 

Economic Benefits 

Benefits by Purpose $22,702,486,987 $5,723,645,968 $37,992,213,836 $0 $0 $0 $1,457,558,518 $67,875,905,309 

SPA Costs 

Construction $7,830,971,993 $1,617,562,352 $3,745,324,665 $0 $0 $0 $2,643,732,657 $15,837,591,667 

IDC $310, 143,077 $76,621,927 $152,354,756 $0 $0 $0 $106,206,497 $645,326,257 

OM&R $2,831,470,890 $7,681,334,972 $1,429,937,241 $0 $0 $0 $1,343,915,357 $13,286,658,460 

Total $10,972,585,960 $9,375,519,251 $5,327,616,662 $0 $0 $0 $4,093,854,511 $29,769,576,384 

Justifiable Expenditure 1 

Justifiable Expenditure by $10,972,585,960 $5,723,645,968 $5,327,616,662 $0 $0 $0 $1,457,558,518 $23,481,407,108 

Purpose 

Separable Costs 2 

Construction $4,456,147,695 $2,034,035,666 $150,111,679 $0 $13,909,811 $0 $0 $6,654,204,851 

IDC $173,427,250 $120,787,985 $7,727,579 $0 $179,740 $0 $0 $302,122,554 

OM&R $1,427,985,394 $2,411,213,297 $13,576,417 $0 $1,051,481 $0 $0 $3,853,826,589 

Total $6,057,560,339 $4,566,036,948 $171,415,675 $0 $15,141,032 $0 $0 $10,810,153,994 

Remaining Justifiable 
Expenditure 3 

Remaining Justifiable $4,915,025,621 $1,157,609,020 $5,156,200,987 $0 $0 $0 $1,457,558,518 $12,686,394,146 

Expenditure, by Purpose 

Remaining Justifiable 
Expenditure Percentage 4 
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Fish & 
Wildlife 
Enhance- Recrea- Water 

SCRB Component Water Supply Power Flood Control ment tion Navigation Quality Total 

Remaining Justifiable 38.74% 9.12% 40.64% 0.00% 0.00% 0.00% 11.49% 100.00% 

Expenditure Percentage, by 
Purpose 

Allocation of Joint Costs 

Construction $1,754,705,278 $413,276,176 $1,840,806,651 $0 $0 $0 $520,360,641 $4,529,148,294 

IDC $67,715,062 $15,948,560 $71,037,762 $0 $0 $0 $20,081,009 $174,782,375 

OM&R $574,802,352 $135,380,067 $603,007,244 $0 $0 $0 $170,458,552 $1,483,648,067 

Total $2,397,222,692 $564,604,803 $2,514,851,657 $0 $0 $0 $710,900,202 $6,187,578,736 

Allocation of Total Costs 

Construction $6,210,852,973 $2,447,311,842 $1,990,918,330 $0 $13,909,811 $0 $520,360,641 $11,183,353,597 

IDC $241,142,312 $136,736,545 $78,765,341 $0 $179,740 $0 $20,081,009 $476,904,947 

OM&R $2,002,787,746 $2,546,593,364 $616,583,661 $0 $1,051,481 $0 $170,458,552 $5,337,474,804 

Total $8,454,783,031 $5,130,641,751 $2,686,267,332 $0 $15,141,032 $0 $710,900,202 $16,997,733,348 

1. Lesser of Benefits or SPA Costs 
2. Total Multipurpose Cost minus Multipurpose w/o each purpose 
3. Justifiable Expenditure minus Separable Costs 
4. Also referred to as joint cost allocation factors 

Chapter 10. Cost Allocation Results (Period 2) I 87 

GOV0000541 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 476 of 597



Appx0474

10.2 Facility-Level Cost Allocation 

To accommodate Reclamation's ratesetting process, the costs in Period 2 are allocated separately by 

facility. Facility-level cost allocation factors are estimated for each project feature based on separable 
costs for each facility and the allocation of joint costs using the joint cost factors derived from the 

SCRB process. The composite allocation factors (incorporating both separable and joint costs) are 
used to allocate total cost to the authorized purposes for each facility. Costs allocated to the water 

supply and power purposes are then sub-allocated to the applicable sub-purposes for repayment. 
Lastly, the direct assigned costs are allocated to the appropriate repayment category. The Cost 
Allocation Spreadsheet Appendix to this report presents the summary tables that represent the facility
level allocation for Period 2. 

The development of facility-level cost allocation factors involved several steps. First, the remaining 
joint costs by facility are estimated by subtracting the sum of the separable costs from the total cost 

to be allocated for each facility (Cost Allocation Spreadsheet Appendix, Table 1). The remaining joint 
costs are then allocated to the authorized purposes using the joint cost allocation factors which are 

calculated in the SCRB process (Cost Allocation Spreadsheet Appendix, Table 1). Next, the total allocated 
costs by authorized purposes are estimated for each facility by summing the separable costs and that 
portion of joint costs allocated to the purpose ( Cost Allocation Spreadsheet Appendix, Table 2). 

Finally, the composite cost allocation factors are derived by dividing the total cost allocated to each 

purpose by the total cost of the feature (Cost Allocation Spreadsheet Appendix, Table 2). These 
composite factors remain constant for the Period 2 allocation. 

10.3 Sub-Allocation of Costs 

The sub-allocation of water and power costs is necessary to assign costs to the applicable repayment 
category for water ratesetting purposes. Because the ratesetting calculations are based on nominal 

costs, the sub-allocation process uses unindexed costs (Cost Allocation Spreadsheet Appendix, Tables 3, 
4, and 5). To accommodate the sub-allocation process, total unindexed cost for each facility are 
multiplied by the facility-level composite cost allocation factors to distribute the cost among 

authorized purposes (Cost Allocation Spreadsheet Appendix, Tables 6, 7, and 8). Repayment 
responsibilities for costs allocated to the water supply and power purposes are determined through 
the sub-allocation process described below. 

10.3.1 Water Supply Cost Sub-Allocation 

For the Period 2 cost allocation, water supply costs are sub-allocated to the following sub-purposes: 
irrigation, M&I, wildlife refuge, and CVPIA functions. 27 The water supply sub-allocation is 
performed on the basis of water use (measured in acre feet). Water supply sub-allocation factors 

27 The inclusion of B2 water supply as a water supply sub-purpose is a new concept. B2 releases that were included in 
the water supply purpose relate to releases under excess conditions that could not be recaptured for other purposes, 
such as water quality. In other words, only those B2 releases that flow to the ocean because they could not be used for 
any other purpose were included as part of the water supply purpose. 
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representing water use distributions are estimated for 15 different delivery areas and operational 
contexts (Cost Allocation Spreadsheet Appendix, Table 9). Because Period 2 represents a prospective 
analysis, the water use data is based primarily on CalSim 2 modeling, which reflects 
current/ projected operations and regulatory constraints. 

Information on B2 water supplies are derived from CVPIA water accounting records reported by 
the Central Valley Operations (CVO) office. The various water supply sub-allocation distributions 
are assigned to each CVP facility that has a water supply allocation based on location and 
operational considerations. The sub-allocation of water supply costs ( construction, IDC, and 
OM&R) by facility are shown in Cost Allocation Spreadsheet Appendix, Tables 10, 11, and 12. 

10.3.1.1 Sub-allocation of Wildlife Refuge and 82 Water Supply Costs 

The water supply sub-allocation involves additional sub-allocation of costs assigned to the wildlife 
refuge and B2 sub-purposes due to differing repayment requirements. Specifically, refuge water 
supply costs are sub-allocated to Level 2 and Incremental Level 4 refuge deliveries. CalSim 2 
provides projected delivery quantities for Level 2 refuge water supplies. Projected Incremental Level 
4 refuge deliveries are estimated based on a 10-year average of historic refuge delivery data. 

Additional consideration of Incremental Level 4 deliveries in the water supply sub-allocation is 
required in order to allocate costs to applicable facilities and to avoid double-counting of water 
across water supply sub-purposes. Incremental Level 4 water delivered by Reclamation is derived 
from non-CVP sources, including project water that was originally allocated to CVP water users but 
subsequently permanently or temporarily assigned or transferred to the refuge program. In cases 
where reimbursable project water is transferred for the purposes of meeting non-reimbursable 
Incremental Level 4 demands, these water supplies are modeled as irrigation and/ or M&I deliveries 
in CalSim and the water supply sub-allocation process. This modeling is appropriate because the 
water users are charged and compensated for that water, and it should not be sub-allocated to 
Incremental Level 4. There is non-CVP derived water that utilizes south-of-Delta CVP conveyance 
facilities to meet Incremental Level 4 demands, namely the Delta-Mendota Canal, which is 
accounted for in the water supply sub-allocation process. 28 Specifically, it is estimated that 10 
percent of Incremental Level 4 south-of-Delta refuge deliveries are derived from non-CVP sources 
and are conveyed through the Delta-Mendota Canal, which is reflected in the water supply sub
allocation distributions. 

Costs allocated to Incremental Level 4 refuge water supplies are non-reimbursable and are sub
allocated 75 percent to the Federal government and 25 percent to the State of California. Costs 
allocated to Level 2 refuge water and B2 water are considered reimbursable in the Period 2 
allocation, thereby assigned to water and power users only. These costs are sub-allocated to 
irrigation, M&I, and commercial power based on the proportion of reimbursable costs across the 
three sub-purposes as shown in Section 10.5, Table 10-2, and the Cost Allocation Spreadsheet Appendix, 
Table 16. The Cost Allocation Spreadsheet Appendix Tables 17, 18, and 19 present the sub-allocation of 
reimbursable refuge and B2 water supply costs. 

28 Incremental Level 4 water that comes from north-of-Delta sources docs not utilize CVP conveyance facilities. 
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10.3.2 Power Cost Sub-Allocation 

For Period 2, costs allocated to the power purpose are sub-allocated between commercial power and 
project use energy. Power costs that are sub-allocated to the PUE function are subject to the water 
supply sub-allocation process described above in Section 10.3.1. The power sub-allocation in Period 
2 is based on LTGEN modeling results which are derived from CalSim 2 output, accounting for 
adjustments for the San Luis Unit. 29 

The power sub-allocation utilizes one uniform sub-allocation distribution across all power facilities 
based on system-wide power generation and use with one exception. 30 Specifically, average annual 
project use energy consumption (minus San Luis Unit generation) is estimated to be 1,033.71 GWh, 
and average annual CVP power generation is estimated to be 4,514.60 GWh resulting in the 
following power sub-allocation factors: commercial power (77.103%) and PUE (22.897%). 31 The 
average annual PUE is the total energy use at the pumping plant minus the generation of the San 
Luis Unit. The average annual CVP power generation is the at-plant generation minus regeneration 
by the San Luis Unit and estimated transmission losses. The sub-allocation factors are calculated 
using the following equations: 

The sub-allocation of power costs by facility is shown in Cost Allocation Spreadsheet Appendix Tables 
13, 14, and 15. 

10.4 Allocation of Direct Assigned Costs 

Direct assigned costs are incorporated into the cost allocation after the water supply and power sub
allocation is completed. Only direct assigned costs that are plant-in-service (i.e., construction) are 
assigned to sub-purposes. Estimates of IDC and OM&R are not developed for direct assigned costs. 
Direct assigned costs are designated as either reimbursable or non-reimbursable based on legislation 
and/ or agreements (see Section 3.3). The sub-allocation of direct assigned costs by facility is shown 
in Cost Allocation Spreadsheet Appendix Table 20. Direct assigned costs categorized as reimbursable are 
further sub-allocated to the reimbursable sub-purposes based on the distribution of reimbursable 
construction costs shown in Section 10.5 (Table 10-2). 

29 For the purposes of the Period 2 allocation, power generation at O'Neill and Giannelli pump-generation facilities in 
the San Luis Unit (117.038 GWh annually) was removed from power sub-allocation calculations because these facilities 
serve the water supply purpose only. 
30 The costs associated with the Pacific Alternating Current lntcrtic (PACI) transmission system is sub-allocated 100 
percent to commercial power. 
31 The calculated sub-allocation factors will be replaced during the implementation phase using real-time data. LTGEN 
results arc not adjusted by the process described in Chapter 7. 7 .1.2 and the Economic Benefits Analysis Appendix for the 
calculation of CVP energy generation economic benefits. 
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10.5 Sub-Allocation of Reimbursable Costs 

Reimbursable costs are allocated only to the three reimbursable sub-purposes (i.e., irrigation, M&I, 
and commercial power). In these cases, the sub-allocation follows the distribution of costs across the 

three sub-purposes through the water supply and power sub-allocation process. Separate 
distributions of reimbursable costs for construction, IDC, and OM&R costs are shown in Table 
10-2. 

Table 10-2. Reimbursable Purpose Allocation Percentages (Nominal Dollars) 

Sub- Construction Construction IDC IDC OM&R OM&R 
Purpose ($) (%) ($) (%) ($) (%) 

Irrigation $990,835,007 58.7% $71,523,621 57.2% $2,007,374,630 46.4% 

M&I $131,817,462 7.8% $8,045,878 6.4% $319,563,407 7.4% 

Commercial $566,051,934 33.5% $45,491,632 36.4% $1,997,332,755 46.2% 

Power 

Total $1,688,704,403 100.0% $125,061,131 100.0% $4,324,270,792 100.0% 

10.5.1 Allocation of Reimbursable SOD Costs 

The allocation of SOD costs is defined by legislation. Specifically, 85 percent of SOD costs are non
reimbursable and 15 percent are reimbursable. Reimbursable SOD costs in Period 2 do not follow 
reimbursable cost distributions in Table 10-2. Instead, these costs follow the cost allocation factors 
for the appurtenant facility from the existing Period 1 allocation to distribute costs among the water 

supply and power purposes (see Section 5.10 for more information). Water supply costs are further 
sub-allocated using the Period 2 water supply sub-allocation factors (Cost Allocation Spreadsheet 
Appendix, Table 9) and all power costs are allocated to commercial power. The allocation of 
reimbursable SOD costs is presented in Cost Allocation Spreadsheet Appendix, Table 21. 

10.6 Cost Allocation Summary (Period 2) 

The results of the Period 2 cost allocation, including the water supply and power sub-allocation and 
assignment of direct assigned costs and repayment contracts is presented in Table 10-3. Table 10-3 
focuses on the allocation of construction costs only. The allocation of estimated IDC and OM&R 
costs at the facility level are presented in the appendix; however, these costs are not presented here 
because they have been estimated for the purpose of the SCRB analysis only and do not represent 

actual costs subject to repayment. 32 

32 Reimbursable IDC will be re-calculated for Period 2 based on the results on the Period 2 construction allocation (sec 
Section 12.3.2). OM&R costs that arc included in water rates arc projected costs that arc estimated annually; these costs 
will be allocated pursuant to the CAS results (refer to Section 12.4). 
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Table 10-3. Cost Allocation Summary - Period 2 (Nominal Dollars)1 

Cost Category Construction 

Irrigation Water Supply 

Water Supply Sub-Allocation $870,012,164 

Project Use Energy - Power Sub-Allocation $120,822,843 

Refuge Water Supply (Level 2) - Water Supply Sub-Allocation $54,759,215 

82 Water Supply - Water Supply Sub-Allocation $2,930,463 

Refuge Water Supply (Level 2) - PUE Sub-Allocation $8,251,601 

SCRB Allocation & Sub-Allocation Sub-Total $1,056,776,286 

Direct Assigned Cost - Safety of Dams $3,017,064 

Direct Assigned Cost - Other $8,724,372 

Direct Assigned Cost Sub- Total $11,741,436 

Irrigation Total $1,068,517,722 

Municipal and Industrial Water Supply 

Water Supply Sub-Allocation $108,329,815 

Project Use Energy - Power Sub-Allocation $23,487,647 

Refuge Water Supply (Level 2) - Water Supply Sub-Allocation $7,284,986 

82 Water Supply - Water Supply Sub-Allocation $389,859 

Refuge Water Supply (Level 2) - PUE Sub-Allocation $1,097,765 

SCRB Allocation & Sub-Allocation Sub-Total $140,590,072 

Direct Assigned Cost - Safety of Dams $570,349 

Direct Assigned Cost - Other $1,160,662 

Direct Assigned Cost Sub- Total $1,731,011 

M&I Total $142,321,083 
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Cost Category Construction 

Refuge Water Supply (Non-Reimbursable) 

Refuge Water Supply (Incremental Level 4) - Water Supply Sub-Allocation $539,800 

Refuge Water Supply (Incremental Level 4) - PUE Sub-Allocation $229,974 

Non-Reimbursable Refuge Water Supply Total $769,774 

Commercial Power 

Power Sub-Allocation $566,051,934 

Refuge Water Supply (Level 2) - Water Supply Sub-Allocation $31,283,269 

82 Water Supply - Water Supply Sub-Allocation $1,674,137 

Refuge Water Supply (Level 2) - PUE Sub-Allocation $4,714,040 

SCRB Allocation & Sub-Allocation Sub-Total $603,723,380 

Direct Assigned Cost - Safety of Dams $1,184,217 

Direct Assigned Cost - Other $4,984,127 

Direct Assigned Cost Sub- Total $6,168,344 

Commercial Power Total $609,891,724 

Flood Control 

Flood Control Total $331,281,759 

Fish and Wildlife Enhancement 

Fish and Wildlife Enhancement Total $0 

Recreation 

Recreation Total $5,742,471 

Navigation 

Navigation Total $0 

Water Quality 

Water Quality Total $89,358,743 
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Cost Category Construction 

Direct Assigned Costs (Non-Reimbursable) 

Federal - Safety of Dams $27,039,235 

Federal - Other $170,655,307 

Direct Assigned Cost - Federal Sub-Total $197,694,542 

State $248,310,255 

Direct Assigned Cost - State Sub-Total $248,310,255 

State & Local $4,467,386 

Direct Assigned Cost - State & Local Sub-Total $4,467,386 

Repayment Contracts 

Irrigation $361,392,079 

M&I $227,656,572 

Commercial Power $8,568,500 

Total Allocated Costs (SCRB) $2,228,242,485 

Total Direct Assigned Costs 2 $470,112,974 

Total Repayment Contracts $597,617,151 

Total Costs for Repayment $3,295,972,610 

1. The table excludes additional repayment obligations and costs not allocated discussed in Section 3.5 

and Section 3.6, respectively. 
2. Direct assigned costs reflect construction costs only and therefore do not match the values reported in 

Section 3.3. 

NA = Not Applicable 
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Chapter 11. Final Cost Allocation {Two-Period 
Merge) 
This chapter presents the results of the final CVP cost allocation which represents the merger of the 
Period 1 allocation (historic allocation) and Period 2 allocation (prospective allocation). The two 
periods are merged based on an equal weighting as outlined in the two cost allocation and two
period repayment approach (see Section 5.1 ). The information presented in this chapter for the final 
cost allocation focuses on the allocation of CVP construction cost and the resultant assignment of 

costs for repayment purposes, which will be incorporated into the water ratesetting process. 

The Period 1 allocation is based on the 197 5 cost allocation factors and current sub-allocation 
process. Reclamation prepares an annual update to the interim allocation of the CVP for plant-in
service (construction) and O&M costs. The 2013 annual plant-in-service allocation is the basis for 
the allocation of costs associated with construction and IDC for Period 1. 33 The Period 2 allocation 
is based on the prospective analysis of CVP costs and benefits described in this report. The final 
cost allocation is a merge of the Period 1 and Period 2 allocations as described in Chapter 5, Kry 
Concepts and Assumptions. 

11.1 Final Cost Allocation Results 

11.1.1 Construction Allocation 

The results of the two-cost allocation and two-period repayment merge of construction costs are 
shown in Table 11-1. The table shows the total allocation for both Period 1 and Period 2, the 
weighted allocation for both periods, and the merger of the two periods that represents the final cost 
allocation. The total costs allocated in each period are equal; however, the costs are distributed 
differently based on different allocation of costs in Period 1 and Period 2. The total of the allocated 

costs in the two cost allocation two-period repayment merger is $3,900,200,339. 

Table 11-1 includes plant-in-service costs that are included in the CAS Facility List as well as other 
costs that are part of the annual CVP cost allocation that are assigned to water and power users for 
repayment. Repayment contracts and additional repayment obligations are not affected by the Period 
2 allocation, and therefore, these costs are fixed across the two periods. Costs not allocated, 
including CVPIA, authorized deferred use and recent Folsom SOD costs, are shown separately in 
Table 11-1. 

33 The 2013 plant-in-service allocation is used for consistency with the base year (2013) used in the CAS. 
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Table 11-1. Final Cost Allocation (Merge) - Construction (Nominal Dollars) 

Final Cost 
Allocation 

Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) (Merge) 

Authorized Purposes & Sub-Purposes 

Water Supply - Irrigation $1,178,115,286 $1,068,517,722 $589,057,643 $534,258,861 $1,123,316,504 

Water Supply - M&I $106,873,582 $142,321,083 $53,436,791 $71,160,542 $124,597,333 

Power - Commercial $674,248,511 $609,891,724 $337,124,256 $304,945,862 $642,070, 118 

Flood Control $139,282,872 $331,281,759 $69,641,436 $165,640,880 $235,282,316 

Water Quality $5,607,545 $89,358,743 $2,803,773 $44,679,372 $47,483,145 

Recreation $74,998,433 $5,742,471 $37,499,217 $2,871,236 $40,370,453 

Navigation $6,423,948 $0 $3,211,974 $0 $3,211,974 

Fish & Wildlife Enhancement 1 - - - - -

Non-Reimbursable (Other) 

Federal $258,046,528 $198,271,873 $129,023,264 $99,135,936 $228,159,200 

State $250,429,656 $248,502,699 $125,214,828 $124,251,349 $249,466,177 

State & Local $4,329,037 $4,467,386 $2,164,519 $2,233,693 $4,398,212 

Repayment Contracts 

Irrigation $361,392,079 $361,392,079 $180,696,040 $180,696,040 $361,392,079 

M&I $227,656,572 $227,656,572 $113,828,286 $113,828,286 $227,656,572 
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Final Cost 
Allocation 

Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) (Merge) 

Commercial Power $8,568,500 $8,568,500 $4,274,250 $4,274,250 $8,568,500 

Facility List Sub-Total $3,295,972,549 $3,295,972,610 $1,647,986,277 $1,647,986,307 $3,295,972,584 

Additional Repayment Obligations 

Repayment Obligations - USACE 

Irrigation $19,686,165 $19,686,165 $9,843,083 $9,843,083 $19,686, 166 

M&I $447,937 $447,937 $223,969 $223,969 $447,938 

WAPA Retired Assets 

Irrigation $8,464,815 $8,464,815 $4,232,408 $4,232,408 $8,464,816 

M&I $1,207,155 $1,207,155 $603,578 $603,578 $1,207,156 

Commercial Power $35,649,679 $35,649,679 $17,824,840 $17,824,840 $35,649,680 

Non-Reimbursable (Federal) $213,468 $213,468 $106,734 $106,734 $213,468 

Non-Reimbursable (State) $16,115 $16,115 $8,058 $8,058 $16,116 

CA-OR Transmission Project $20,282,786 $20,282,786 $10,141,393 $10,141,393 $20,282,786 

Additional Repayment Obligations $85,968, 120 $85,968, 120 $42,984,063 $42,984,063 $85,968, 126 
Sub-Total 

Costs Not Allocated 

Authorized Deferred Use $56,875,000 $56,875,000 $28,437,500 $28,437,500 $56,875,000 

Chapter 11. Final Cost Allocation (Two-Period Merge) I 97 

GOV0000551 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 486 of 597



Appx0484

Final Cost 
Allocation 

Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) (Merge) 

CVPIA $340,872,120 $340,872,120 $170,436,060 $170,436,060 $340,872,120 

Folsom SOD - Not in Repayment $120,512,509 $120,512,509 $60,256,255 $60,256,255 $120,512,510 

Costs Not Allocated Sub-Total $518,259,629 $518,259,629 $259,129,815 $259,129,815 $518,259,629 

Total Cost $3,900,200,298 $3,900,200,359 $1,950,100,154 $1,950,100,185 $3,900,200,339 

1. Fish and wildlife mitigation costs are allocated to applicable categories for repayment, including non-reimbursable costs 
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11.1.2 IDC Allocation 

The merge of IDC costs for repayment purposes is shown in Table 11-2. IDC subject to repayment 
is different than estimated IDC used in the SCRB analysis and reflects actual IDC in the CVP 
financial records. IDC estimated for the CAS and SCRB analysis is at the appraisal level, and IDC 
for repayment in Period 2 will be calculated during implementation in accordance with Reclamation 
accounting guidelines. The merger of IDC costs will be completed after the final cost allocation is 
complete and IDC is calculated for Period 2 based on the methodology presented in Section 12.3.2. 

The values presented in Table 11-2 includes non-reimbursable IDC costs. Non-reimbursable IDC is 
associated with the New Melones Unit ($27.0 million) and the San Felipe Division ($4.1 million). 
For the New Melones Unit, these costs are direct assigned as non-reimbursable because Reclamation 
does not charge IDC on irrigation costs; and for the San Felipe Division, these costs are direct 
assigned as non-reimbursable pursuant to an agreement between Reclamation and water contractors. 
Additional information on non-reimbursable IDC costs is presented in Section 3.3. Non
reimbursable IDC costs will remain fixed across Period 1 and Period 2 and are not subject to 
repayment. 

Table 11-2. Final Cost Allocation (Merge) - IDC1
•
2 

Final Cost 
Period 1 Period 2 Period 1 Period 2 Allocation 

Category (Total) (Total) (50%) (50%) (Merge) 

M&I $5,606,224 TBD $2,803,112 TBD TBD 

Commercial Power $54,755,940 TBD $27,377,970 TBD TBD 

Non-Reimbursable 3 $31,114,589 $31,114,589 $15,557,295 $15,557,295 $31,114,589 

Repayment $35,778,896 $35,778,896 $17,889,448 $17,889,448 $35,778,896 
Contracts - M&I 4 

Repayment $411,801 $411,801 $205,901 $205,901 $411,801 
Contracts -

Commercial Power 4 

Total $127,255,650 TBD $63,627,825 TBD TBD 

1. Includes IDC for both Reclamation and WAPA facilities 

2. Excludes IDC associated with CVPIA facilities and Folsom SOD (Not in Repayment) 
3. This value represents IDC that is included in the CVP Financial Statements but has been direct assigned 

as non-reimbursable based on legislation and/or agreement. 
4. IDC associated with repayment contracts will remain fixed across Period 1 and Period 2. 

TBD = To be determined 
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11. 1.3 OM&R Allocation 

The allocation of OM&R costs is not subject to the two-period merger because they reflect 
prospective costs only. Reclamation will continue to allocate OM&R costs annually using the results 
of the Period 2 allocation only. Additional information related to the methodology that will be used 
to allocate projected OM&R costs is presented in Section 12.4. 

11.1.4 Summary of Repayment Obligations 

The summary of repayment obligations for construction costs is presented in Table 11-3. 
Repayment obligations shown in Table 11-4 reflect the costs allocated (and sub-allocated) to 
reimbursable and non-reimbursable purposes in Period 1, Period 2, and the final cost allocation. The 
breakdown of construction costs allocated across reimbursable sub-purposes is shown in Table 11-4. 
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Table 11-3. Summary of Repayment Obligations - Construction (Excludes IDC and OM&R) 

Final Cost 
Period 2 Final Cost Final Cost Allocation 

Period 1 Period 2 (Change Allocation Allocation (Change 

Category Period 1 ($) (%) Period 2 ($) (%) from P1) ($) (%) from P1) 

Irrigation $1,206,266,266 30.93% $1,096,668,702 28.12% ($109,597,564) $1,151,467,486 29.52% ($54,798,780) 

M&I $108,528,674 2.78% $143,976,175 3.69% $35,447,501 $126,252,427 3.24% $17,723,753 

Commercial Power $730,180,976 18.72% $665,824,189 17.07% ($64,356,787) $698,002,584 17.90% ($32,178,392) 

Repayment Contracts $597,617,151 15.32% $597,617,151 15.32% $0 $597,617,152 15.32% $0 

Non-reimbursable $739,347,602 18.96% $877,854,513 22.51% $138,506,911 $808,601,061 20.73% $69,253,459 

CVPIA $340,872,120 8.74% $340,872,120 8.74% $0 $340,872, 120 8.74% $0 

Authorized Deferred Use $56,875,000 1.46% $56,875,000 1.46% $0 $56,875,000 1.46% $0 

SOD - Not in Repayment $120,512,509 3.09% $120,512,509 3.09% $0 $120,512,509 3.09% $0 

Total $3,900,200,298 100.00% $3,900,200,359 100.00% NA $3,900,200,339 100.00% NA 

P1 = Period 1 
SOD = Safety of Dams 
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Table 11-4. Reimbursable Cost Distribution - Construction (Excludes IDC and OM&R) 

Category1 Period 1 ($) Period 1 (%) Period 2 ($) Period 2 (%) Final Cost Allocation ($) Final Cost Allocation (%) 

Irrigation $1,206,266,266 58.99% $1,096,668,702 57.52% $1,151,467,486 58.28% 

M&I $108,528,674 5.31% $143,976,175 7.55% $126,252,427 6.39% 

Commercial Power $730,180,976 35.71% $665,824,189 34.92% $698,002,584 35.33% 

Total $2,044,975,916 100.00% $1,906,469,066 100.00% $1,975,722,497 100.00% 

1. Values presented in this table do not include repayment contracts. 
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Chapter 12. Implementation of the Final Cost 
Allocation 
This chapter presents the proposed approach for implementing the final cost allocation in the 
context of the CVP water ratesetting and power repayment processes. 

12.1 Cost Allocation and Repayment 

The primary purpose of cost allocation is to determine the assignment of costs to project 
beneficiaries for repayment. As repayment requirements differ by law among the authorized 

purposes served by a project, a systematic and impartial process of allocation is required to quantify 
and assign those costs that are clearly associated with a particular purpose, and to equitably 
apportion the remaining joint costs that serve multiple purposes. The cost allocation process is the 
basis for assigning costs to project beneficiaries for repayment. 

Allocated costs and estimated repayment must be determined independently. Costs are not to be 

allocated to a particular purpose based on the ability (or inability) of certain beneficiaries to repay 
allocated costs. All project purposes are to receive an equitable share of the efficiencies (and cost 
savings) provided of a multipurpose project. Therefore, all purposes should receive comparable 
treatment in the cost allocation process. 

Project costs have been allocated to reimbursable and non-reimbursable purposes as presented in 
Chapter 11, Final Cost Allocation (Two Period Met;g,e) (see Table 11-4). The reimbursable costs in the 
final cost allocation serve as the foundation for assigning water costs for repayment through the 

CVP water ratesetting process and establishing power repayment obligations. 

12.2 CVP Water Ratesetting Policy 

The water ratesetting process is used to calculate water service rates that recover the Federal 
investment in constructing and operating and maintaining the CVP. The legislation guiding the 
recovery of the Federal investment through water service rates is the Reclamation Project Act of 
1939 (Act). Water service contracts are authorized under Sections 9c(2) and 9e of the Act for M&I 
and irrigation water, respectively. Water service contracts are used in cases like the CVP where there 
are a wide range of multipurpose facilities serving different purposes and beneficiaries (contractors). 
For water contractors, costs are allocated to and recovered from beneficiaries based on the amount 
of water received (i.e., water service). The basic unit of measurement for water deliveries, and thus 
cost recovery, is acre-feet of water. 

For water service contracts, the Act requires the Secretary of the Interior to establish water rates for 
the sale of water to "produce revenue at least sufficient to cover annual O&M costs and the 
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appropriate share of fixed charges (construction costs) of the project." Reclamation has broad 
discretion under the Act for developing and implementing ratesetting policies. Formal water 
ratesetting policies are in place for the CVP. Specifically, Reclamation has the following two 
ratesetting policies which together apply to over 200 water service contractors within the CVP: 

• The CVP Irrigation Ratesetting Policy (Reclamation 1988) 

• The Interim CVP M&I Ratesetting Policy (Reclamation 1993) 

To facilitate the CVP water ratesetting process, an allocation of construction (plant-in-service) cost 

is performed annually, which assigns costs to the water supply sub-purposes of irrigation and M&I. 
Generally, construction costs are to be recovered over 50 years. The majority of CVP facilities 
currently in place have costs that are recoverable through 2030. Costs are recovered through water 

rates based on cost pools. The following cost pools are used in the CVP: storage, conveyance, 
conveyance pumping, and CVP-wide costs. 

There are also facility costs attributed to PUE which is allocated further to storage, conveyance 

pumping, and direct pumping cost pools based on the energy utilized over a SO-year period. Each 
cost pool is pro-rated across water contractors that benefit from the service based on chargeable 
water over the SO-year period. 

Generally, O&M water rates are also based on cost pools. For O&M, the two main cost pools are 
storage and water marketing. Similar to construction, an annual O&M allocation is prepared that 

assigns costs to project purposes, and costs allocated to irrigation and M&I are ultimately assigned 
to cost pools and divided by the estimated water deliveries to develop an estimated water rate 

($/ AF) for that year. Subsequently, the estimated costs are trued up to determine the allocation of 
actual O&M costs in each cost pool. The total reimbursable cost in each cost pool is pro-rated 
among the water contractors required to pay for that service based on actual chargeable water. 

12.3 Project Repayment (Construction & IDC Costs) 

12.3.1 Construction Costs 

The CVP plant-in-service (construction) allocation is prepared annually to reflect changes in CVP 
construction costs and sub-allocation processes that vary year to year. The results of the final cost 
allocation presented in Chapter 11 is representative of 2013 plant-in-service ( construction) costs and 

water supply and power sub-allocation distributions developed as part of this study that are based on 
modeled conditions. However, when the final cost allocation is implemented annually, Reclamation 
will apply the final cost allocation results to current costs and operational conditions that are in 
effect at the time the annual plant-in-service allocation is prepared taking into consideration 

applicable ratesetting and Reclamation policy. 
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12.3.2 IDC Costs 

IDC subject to repayment will be re-calculated for the Period 2 allocation 34
• The re-calculation of 

IDC in Period 2 is required to reflect the new cost allocation factors, specifically the allocation of 
costs to M&I and commercial power, which are the only two sub-purposes that are assigned 
reimbursable IDC. The process that will be used to re-calculate IDC in Period 2 will take into 
consideration applicable ratesetting and Reclamation policy. Once IDC is re-calculated for Period 2, 
it will be merged with the IDC in Period 1 (which is fixed) for inclusion in CVP water rates and 
power repayment obligations. 

12.4 Cost Recovery (OM&R Costs) 

For the purposes of the SCRB analysis, estimated OM&R costs were developed; however, these 
costs are not used in the ratesetting process. For ratesetting purposes, the annual CVP OM&R 
allocation is prepared separately from the plant-in-service ( construction) allocation and represents a 
prospective analysis that covers projected OM&R costs for the subsequent fiscal year. The annual 
OM&R cost projections are derived from the budget prepared for the MP Region annually. 
Projected OM&R costs are ultimately reconciled to actual OM&R expenses after they become 
available 

The structure of the OM&R cost allocation is different than the plant-in-service allocation. The 
plant-in-service allocation is based primarily on CVP facility costs, while the OM&R allocation not 
only covers ongoing costs associated with CVP facilities, it also covers more generalized OM&R 
costs. 

After the final cost allocation is implemented, the allocation of annual OM&R costs will be based on 
the Period 2 allocation to the extent practicable. The allocation is intended to represent current 
operating conditions of the CVP. Specifically, the facility-level cost allocation factors from the 
Period 2 allocation will be applied to facility-level OM&R costs where applicable. For more 
generalized OM&R costs, appropriate cost allocation factors will be developed consistent with cost 
allocation principles, Reclamation policy, and applicable laws and regulations. 

12.5 Future CVP Investments 

Future investments in the CVP, such as CALFED projects, are currently being considered under the 
WIIN Act (PL 114-322). In the event that a future investment will be accompanied with outstanding 
repayment obligations, the feasibility report for such investment will provide a cost allocation for 
repayment of such investments. OM&R costs accompanying future investments will be incorporated 
into the OM&R allocation directly or through the cost allocation that accompanies such an 
investment (see CMP 09-04). 

34 Reclamation will proportionately change IDC when allocated construction amounts change and proportional 
adjustments arc appropriate. Otherwise, IDC will be either based on those computed for the period 2 allocation or 
estimated per IDC policy (FIN 07-21 ). 
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12.6 Allocation of CVPIA Costs 

Concurrent with the CVP CAS, a reconciliation of CVPIA expenditures is being conducted to 
determine whether CVPIA revenues are sufficient to recover CVPIA expenditures. Section 

3406(6)(4) states that the reimbursable share "shall be allocated among project water and power 
users in accordance with existing project cost allocation procedures." The allocation of CVPIA costs 
is specified in the BPG. 
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CAS Facility List 

CVP Cost Allocation Study Facility List (FY 2013) 1
•
2 

In the table below, direct assigned costs (DAC) and costs not allocated3 (CNA) are excluded from SCRB cost allocation. 

Fish & 
Plant-in- Wildlife 
Service Activities 

Facility (Total) (DAC) 

CVP (General) 

Centralized $32,473,924 $0 

Water and 

Power System 

Control 

CVP Radio $2,506,417 $0 

Network 

Telemetering $130,180 $0 

Equipment 

American River 

Division 

Carrier $32,139 $0 

Current 

Equipment -

Folsom 

Safety of Repayment 
Dams Other CVPIA Contracts 
(DAC) (DAC) (CNA) (CNA) 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

Authorized 
Deferred Net Costs Mitigation 
Use (CNA) (SCRB) Cost4 

$0 $32,473,924 $0 

$0 $2,506,417 $0 

$0 $130,180 $0 

$0 $32,139 $0 
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Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Folsom Dam $26,385,404 $0 $26,385,404 $0 $0 $0 $0 $0 $0 

& Reservoir, 

Safety of 

Dams (in 

Repayment) 

Folsom Dam $103,754,844 $0 $0 $0 $0 $0 $0 $103,754,844 $0 

& Reservoir 

Folsom Dam $3,144,844 $0 $0 $0 $0 $0 $0 $3,144,844 $0 

Pumping 
Plant -

Enhancement 

Folsom $26,598,010 $0 $0 $0 $0 $0 $0 $26,598,010 $0 

Powerplant 

Folsom $1,396,335 $0 $0 $0 $0 $0 $0 $1,396,335 $0 

Switchyard 

(American 

River Division) 

Nimbus Dam $6,809,933 $0 $0 $40,000 $0 $0 $0 $6,769,933 $0 

& Reservoir 

Nimbus Fish $1,239,913 $1,239,913 $0 $0 $0 $0 $0 $0 $0 

Protection 

Facility 
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Fish & 
Plant-in- Wildlife 
Service Activities 

Facility (Total) (DAC) 

Nimbus $6,517,250 $0 

Power Plant 

Nimbus $147,460 $0 

Switchyard 

Permanent $11,635,054 $0 
Operating 

Facilities -
Folsom 

Replace 4160 $351,247 $0 
Feeder Cable 

- Folsom 
Pumps 

Replace $1,435,519 $0 
Transformer 
K3A - Folsom 

Security $15,399,932 $0 
Improvements 

- Folsom 

Union Hills $80,000 $0 

Reservoir 

Auburn-Folsom 
South Unit 

Safety of Repayment 
Dams Other CVPIA Contracts 
(DAC) (DAC) (CNA) (CNA) 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $15,399,932 $0 $0 

$0 $0 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $6,517,250 $0 

$0 $147,460 $0 

$0 $11,635,054 $0 

$0 $351,247 $0 

$0 $1,435,519 $0 

$0 $0 $0 

$0 $80,000 $0 
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Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

American $3,589,560 $0 $0 $3,589,560 $0 $0 $0 $0 $0 

River 

Pumping 

Station 

Folsom-South $6,696,654 $0 $0 $0 $0 $0 $2,425,000 $4,271,654 $0 

Canal 

Folsom-South $334,213 $0 $0 $0 $0 $0 $0 $334,213 $0 

Canal -

Recreation 

Facilities 

No Hands $1,192,567 $0 $0 $0 $0 $0 $0 $1,192,567 $0 

Bridge 

Permanent $10,142 $0 $0 $0 $0 $0 $0 $10,142 $0 

Operating 

Facilities -

Auburn-

Folsom South 

Delta Division 

Automated $678,598 $0 $0 $0 $0 $0 $0 $678,598 $0 

Meters 

110 I Central Valley Project Final Cost Allocation Study 

GOV0000564 

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 499 of 597



Appx0497

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Carrier $189,212 $0 $0 

Current 
Equipment -

Tracy 

Clayton Canal $473,804 $0 $0 

Colombia $911,474 $0 $0 

Mowry 

Contra Costa $5,581,989 $0 $0 
Canal 

Contra Costa $542,664 $0 $0 

Canal System 
- Deferred 

Maintenance 

Contra Costa $1,166,455 $0 $0 

Water District 
- Distribution 
System 

Contra Costa $30,062,388 $0 $0 
Fish Screen 

[PL 102-575, 

Sec. 
3406(b)(5)] 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $1,166,455 

$0 $30,062,388 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $189,212 $0 

$0 $473,804 $0 

$0 $911,474 $0 

$0 $5,581,989 $0 

$0 $542,664 $0 

$0 $0 $0 

$0 $0 $0 
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Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Contra Costa $748,821 $0 $0 $0 $0 $0 $0 $748,821 $0 

Pumping 

Plant 

Contra Loma $4,514,442 $0 $0 $0 $0 $0 $0 $4,514,442 $0 

Dam& 

Reservoir 

Contra Loma $205,367 $0 $0 $0 $0 $0 $0 $205,367 $0 

Dam& 

Reservoir -

Recreation 

Facilities 

Delta Cross $2,990,960 $0 $0 $0 $0 $0 $0 $2,990,960 $0 

Channel 

Delta- $80,251,070 $0 $0 $0 $0 $0 $0 $80,251,070 $0 

Mendota 

Canal 

Delta- $1,931,474 $0 $0 $0 $0 $0 $0 $1,931,474 $0 

Mendota 

Intake 
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Fish & 
Plant-in- Wildlife 
Service Activities 

Facility (Total) (DAC) 

Delta- $24,399,087 $0 

Mendota 

Canal-

California 

Aqueduct 
lntertie 

Martinez $617,604 $0 

Reservoir 

Permanent $1,209,979 $0 

Operating 
Facilities -

Tracy 

Plain View $544,760 $0 

Water District 

- Distribution 

System 

Shortcut $4,725,196 $0 

Pipeline 

Tracy Fish $18,716 $0 

Collection 

Facility -

Replace 

Transformers 

Safety of Repayment 
Dams Other CVPIA Contracts 
(DAC) (DAC) (CNA) (CNA) 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $544,760 

$0 $0 $0 $0 

$0 $0 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $24,399,087 $0 

$0 $617,604 $0 

$0 $1,209,979 $0 

$0 $0 $0 

$0 $4,725,196 $0 

$0 $18,716 $18,716 
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Appx0500

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Tracy Fish $6,114,254 $6,114,254 $0 $0 $0 $0 $0 $0 $0 

Protection 

Facility 

Tracy (Jones) $25,930,750 $0 $0 $0 $0 $0 $0 $25,930,750 $0 

Pumping 

Plant 

Tracy $2,561,553 $0 $0 $0 $0 $0 $0 $2,561,553 $0 

Switchyard 

Ygnacio Canal $373,012 $0 $0 $0 $0 $0 $0 $373,012 $0 

Ygnacio $51,194 $0 $0 $0 $0 $0 $0 $51,194 $0 

Pumping 

Plant 

Friant Division $0 

Delano- $10,560,037 $0 $0 $0 $0 $10,560,037 $0 $0 $0 

Earlimart 

Irrigation 

District -

Distribution 

System 
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Appx0501

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Exeter $3,485,126 $0 $0 

Irrigation 
District -
Distribution 
System 

Friant Dam & $30,115,010 $0 $0 

Reservoir 

Friant-Kern $98,534,937 $0 $0 

Canal 

Ivanhoe $2,150,984 $0 $0 

Irrigation 
District -
Distribution 
System 

Lake $54,500 $0 $0 

Woollomes -
Recreation 
Facilities 

Lindmore $4,991,841 $0 $0 

Irrigation 
District -
Distribution 

System 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$0 $0 $3,485,126 

$0 $0 $0 

$0 $0 $0 

$0 $0 $2,150,984 

$27,250 $0 $0 

$0 $0 $4,991,841 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $0 $0 

$0 $30,115,010 $0 

$0 $98,534,937 $0 

$0 $0 $0 

$0 $27,250 $0 

$0 $0 $0 
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Appx0502

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Lindsay- $2,248,038 $0 $0 $0 $0 $2,248,038 $0 $0 $0 

Strathmore 
Irrigation 
District -
Distribution 
System 

Madera Canal $3,780,702 $0 $0 $0 $0 $0 $0 $3,780,702 $0 

Madera $13,496,356 $0 $0 $0 $0 $13,496,356 $0 $0 $0 

Irrigation 
District -
Distribution 
System 

Permanent $318,852 $0 $0 $0 $0 $0 $0 $318,852 $0 

Operating 
Facilities -
Friant 

San Joaquin $452,788 $452,788 $0 $0 $0 $0 $0 $0 $0 

River 
Restoration 
Program 
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Appx0503

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Shafter- $8,366,979 $0 $0 

Wasco 
Irrigation 
District -
Distribution 
System 

South San $9,227,718 $0 $0 

Joaquin 
Municipal 
Utility District 
- Distribution 
System 

Stone Corral $1,888,000 $0 $0 

Irrigation 
District -
Distribution 
System 

Tea Pot Dome $1,665,816 $0 $0 

Water District 
- Distribution 
System 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$0 $0 $8,366,979 

$0 $0 $9,227,718 

$0 $0 $1,888,000 

$0 $0 $1,665,816 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 
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Appx0504

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Sacramento 

River Division 

4-M Water $266,546 $0 $0 $0 $0 $0 $0 $266,546 $0 

District -
Turnout 

Colusa $17,077,314 $0 $0 $0 $0 $17,077,314 $0 $0 $0 

County Water 
District -

Distribution 

System 

Colusa $12,633,482 $0 $0 $0 $0 $0 $0 $12,633,482 $0 
County Water 
District - Relift 

Pumping 
Plant 

Colusa Service $141,792 $0 $0 $0 $0 $0 $0 $141,792 $0 

Area - Cortina 
- Relift 

Pumping 
Plant 
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Appx0505

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Colusa Service $180,305 $0 $0 

Area - Davis -

Relift 

Pumping 

Plant 

Colusa Service $1,949 $0 $0 

Area - Other -

Relift 

Pumping 

Plant 

Corning Canal $5,762,097 $0 $0 

Corning Canal $2,529,063 $0 $0 

Pumping 

Plant 

Corning $2,779,835 $0 $0 

Water District 
- Relift 

Pumping 

Plant 

Corning $3,866,292 $0 $0 

Water District 

- Distribution 

System 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$0 $0 $0 

$0 $0 $0 

$10,805 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $3,866,292 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $180,305 $0 

$0 $1,949 $0 

$0 $5,751,292 $0 

$0 $2,529,063 $0 

$0 $2,779,835 $0 

$0 $0 $0 
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Appx0506

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Dunnigan $6,822,123 $0 $0 $0 $0 $6,822,123 $0 $0 $0 

Water District 
- Distribution 
System 

Dunnigan $1,700,384 $0 $0 $0 $0 $0 $0 $1,700,384 $0 

Water District 
- Relift 
Pumping 
Plant 

Glenn Valley $1,048,845 $0 $0 $0 $0 $0 $0 $1,048,845 $0 
Water District 
- Relift 
Pumping 
Plant 

Glide $1,077,496 $0 $0 $0 $0 $0 $0 $1,077,496 $0 

Irrigation 
District - Relift 
Pumping 
Plant 

Kanawha $2,753,824 $0 $0 $0 $0 $0 $0 $2,753,824 $0 

Water District 
- Relift 
Pumping 
Plant 
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Appx0507

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

La Grande $244,897 $0 $0 

Water District 

- Turnout 

Orland-Artois $23,702,915 $0 $0 

Water District 

- Distribution 

System 

Orland-Artois $7,496,789 $0 $0 

Water District 
- Relift 

Pumping 

Plant 

Permanent $1,775,258 $0 $0 

Operating 

Facilities -

Arbuckle 

Permanent $59,410 $0 $0 

Operating 

Facilities -

Red Bluff 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$0 $0 $0 

$0 $0 $23,702,915 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $244,897 $0 

$0 $0 $0 

$0 $7,496,789 $0 

$0 $1,775,258 $0 

$0 $59,410 $0 
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Appx0508

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Permanent $3,802,995 $0 $0 $0 $0 $0 $0 $3,802,995 $0 

Operating 
Facilities -

Red Bluff 
Suboffice 

Permanent $390,730 $0 $0 $0 $0 $0 $0 $390,730 $0 

Operating 
Facilities -

Willows 

Permanent $966,294 $0 $0 $0 $0 $0 $0 $966,294 $0 
Operating 
Facilities -
Willows 

Suboffice 

Pilot Research $20,858,214 $0 $0 $0 $19,809,945 $0 $0 $1,048,269 $0 

Pumping 
Plant [PL 102-

575, Sec. 
3406(b)(10)] 

Proberta $172,158 $0 $0 $0 $0 $0 $0 $172,158 $0 

Water District 
- Relift 

Pumping 
Plant 
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Appx0509

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Red Bluff $10,718,478 $1,759,344 $0 

Diversion 

Dam 

Red Bluff $178,174,932 $0 $0 

Pumping 

Plant 

Tehama- $205,461,879 $39,298,924 $0 

Colusa Canal 

Westside $7,002,377 $0 $0 
Water District 

- Relift 

Pumping 

Plant 

San Felipe 

Division 

Archeological $104,509 $0 $0 

Studies 

Coyote $18,167,013 $0 $0 

Pumping 

Plant 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$0 $0 $0 

$0 $178,174,932 $0 

$3,500 $0 $0 

$0 $0 $0 

$104,509 $0 $0 

$1,816,701 $0 $16,350,312 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $8,959,134 $1,631,189 

$0 $0 $0 

$54,450,000 $111,709,455 $26,510,321 

$0 $7,002,377 $0 

$0 $0 $0 

$0 $0 $0 
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Appx0510

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Coyote $2,146,829 $0 $0 $214,683 $0 $1,932,146 $0 $0 $0 

Pumping 
Plant - 115 kv 

line 

Fish & $334,939 $0 $0 $33,494 $0 $301,445 $0 $0 $0 
Wildlife 

Facility - San 
Felipe 

Hollister $28,830,368 $0 $0 $2,883,037 $0 $25,947,331 $0 $0 $0 

Canal and 
Conduit 

Pacheco $33,024,632 $0 $0 $3,302,463 $0 $29,722,169 $0 $0 $0 
Conduit 

Pacheco $33,400,837 $0 $0 $3,340,084 $0 $30,060,753 $0 $0 $0 
Pumping 

Plant 

Pacheco $266,383 $0 $0 $26,638 $0 $239,745 $0 $0 $0 

Substation 

Pacheco $83,664,404 $0 $0 $8,366,440 $0 $75,297,964 $0 $0 $0 

Tunnel 
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Appx0511

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Permanent $260,247 $0 $0 

Operating 
Facilities - San 

Felipe 

San Benito $257,568 $0 $0 

County 

Recreation 

Facilities 

San Justo $48,102,786 $0 $0 

Dam& 
Reservoir 

Santa Clara $75,398,296 $0 $0 

Tunnel & 

Conduit 

Security $247,305 $0 $0 

Improvements 

- San Felipe 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$26,025 $0 $234,222 

$128,784 $0 $0 

$4,810,279 $0 $43,292,507 

$7,539,830 $0 $67,858,467 

$247,305 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $0 $0 

$0 $128,784 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 
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Appx0512

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

San Joaquin 

Division 

San Luis Unit - $2,365,332 $0 $0 $0 $2,365,332 $0 $0 $0 $0 

Land 

Retirement 

[PL 102-575, 

Sec. 
3408(h)(1 )] 

SJBAP Open $5,263,176 $0 $0 $0 $5,263,176 $0 $0 $0 $0 

Lateral & 
Newman 

Canal [PL 102-

575, Sec. 

3406(d)] 

SJBAP-Bear $13,083,844 $0 $0 $0 $13,083,844 $0 $0 $0 $0 

Creek [PL 

102-575, Sec. 

3406(d)] 

SJBAP-IL4 [PL $2,674,866 $0 $0 $0 $2,674,866 $0 $0 $0 $0 

102-575, Sec. 

3406(d)] 

San Luis Unit 
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Appx0513

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Arroyo $373,273 $0 $0 

Pasajero 

City of Huron $76,012 $0 $0 

- Distribution 

System 

Coalinga $8,670,356 $0 $0 

Canal 

Dos Amigos $31,878,063 $0 $0 

Pumping 
Plant 

Dos Amigos $594,700 $0 $0 

Switchyard 

Fish & $48,900 $0 $0 

Wildlife 

Facility - San 

Luis 

Lemoore NAS $1,139,037 $0 $0 

- Distribution 

System 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$205,300 $0 $0 

$0 $0 $76,012 

$0 $0 $0 

$17,485,606 $0 $0 

$323,883 $0 $0 

$26,895 $0 $0 

$0 $0 $1,139,037 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $167,973 $0 

$0 $0 $0 

$0 $8,670,356 $0 

$0 $14,392,457 $0 

$0 $270,817 $0 

$0 $22,005 $22,005 

$0 $0 $0 
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Appx0514

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Little Panoche $3,789,791 $0 $0 $2,075,795 $0 $0 $0 $1,713,997 $0 

Creek 

Detention 

Dam& 

Reservoir 

Little Panoche $14,524 $0 $6,536 $7,988 $0 $0 $0 $0 $0 

Creek 

Detention 

Dam& 

Reservoir 

(Safety of 
Dams) 

Los Banos $5,144,073 $0 $0 $1,419,032 $0 $0 $0 $3,725,041 $0 

Creek 

Detention 

Dam& 

Reservoir 

Los Banos $23,964 $0 $10,784 $13,180 $0 $0 $0 $0 $0 

Creek 

Detention 

Dam& 

Reservoir 

(Safety of 

Dams) 
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Appx0515

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Los Banos $17,074 $0 $0 

Creek 
Detention 

Dam& 
Reservoir -
Recreation 

Facilities 

Los Banos $428,450 $0 $0 

Substation -
70 kv Breaker 

O'Neill Dam, $8,424,155 $0 $0 
Forebay & 
Wasteway 

O'Neill Dam, $12,018,091 $0 $5,408,141 
Forebay & 

Wasteway 
(Safety of 

Dams) 

O'Neill Dam, $3,632,540 $0 $0 
Forebay & 

Wasteway -
Recreation 

Facilities 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$9,391 $0 $0 

$0 $0 $0 

$4,620,058 $0 $0 

$6,609,950 $0 $0 

$1,997,897 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $7,683 $0 

$0 $428,450 $0 

$0 $3,804,097 $0 

$0 $0 $0 

$0 $1,634,643 $0 
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Appx0516

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

O'Neill $11,345,364 $0 $0 $0 $0 $0 $0 $11,345,364 $0 

Pumping 

Plant 

O'Neill $1,591,809 $0 $0 $0 $0 $0 $0 $1,591,809 $0 

Pumping 

Plant Intake 

Channel 

O'Neill $212,474 $0 $0 $0 $0 $0 $0 $212,474 $0 

Pumping 

Plant 

Switchyard 

Permanent $230,708 $0 $0 $0 $0 $0 $0 $230,708 $0 

Operating 

Facilities - San 

Luis 

Permanent $8,717,720 $0 $0 $4,794,746 $0 $0 $0 $3,922,974 $0 

Operating 

Facilities -

State-Federal 

Pleasant $9,638,101 $0 $0 $0 $0 $0 $0 $9,638,101 $0 

Valley 

Pumping 

Plant 
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Appx0517

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

San Luis Canal $199,421,183 $0 $0 

San Luis Canal $561 $0 $0 

- Recreation 

Facilities 

San Luis Canal $18,232,186 $0 $0 

Turnouts 

San Luis Drain $59,188,403 $0 $0 

San Luis Relift $1,362,467 $0 $0 

Pumping 

Plant 

(Pleasant 

Valley Water 

District) 

San Luis Relift $36,874,636 $0 $0 

Pumping 

Plant 

(Westlands 

Water District) 

San Luis Dam $109,409,653 $0 $0 

& Reservoir 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$109,305,678 $0 $0 

$308 $0 $0 

$0 $0 $0 

$6,806,851 $0 $0 

$0 $0 $0 

$0 $0 $0 

$61,425,431 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $90,115,505 $0 

$0 $252 $0 

$0 $18,232,186 $0 

$0 $52,381,552 $0 

$0 $1,362,467 $0 

$0 $36,874,636 $0 

$0 $47,984,222 $0 
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Appx0518

Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

San Luis Dam $3,469,879 $0 $0 $1,908,433 $0 $0 $0 $1,561,446 $0 

& Reservoir -

Recreation 

Facilities 

San Luis $1,056,316 $0 $0 $574,993 $0 $0 $0 $481,323 $0 

Switchyard 

Security $1,380,761 $0 $0 $1,380,761 $0 $0 $0 $0 $0 

Improvements 

- San Luis 

W. R. Gianelli $67,274,969 $0 $0 $36,889,008 $0 $0 $0 $30,385,961 $0 

Pump-

Generating 

Plant 

Westlands $179,157,197 $0 $0 $0 $0 $179,157,197 $0 $0 $0 

Water District 

- Distribution 

System 

Shasta Division 

Carrier $133,697 $0 $0 $0 $0 $0 $0 $133,697 $0 

Current 

Equipment -

Shasta 
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Appx0519

Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Keswick Dam $13,429,968 $0 $0 

[PL 102-575, 

Sec. 

3406(b)(11)] 5 

Keswick $22,025,521 $0 $0 

Powerplant 

Keswick-Carr $3,445 $0 $0 

Microwave 

System 

Permanent $924,586 $0 $0 

Operating 

Facilities -

Shasta 

Radio Rain $643,302 $0 $0 

Gauges 

Radio Stream $11,145 $0 $0 

Gauges 

Security $8,448,434 $0 $0 

Improvements 

- Shasta 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$0 $2,581,549 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$8,448,434 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $10,848,418 $0 

$0 $22,025,521 $0 

$0 $3,445 $0 

$0 $924,586 $0 

$0 $643,302 $0 

$0 $11,145 $0 

$0 $0 $0 
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Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Service Line $2,251 $0 $0 $0 $0 $0 $0 $2,251 $0 

to PCI 

Warehouse -

Shasta 

Shasta - $40,404 $0 $0 $0 $0 $0 $0 $40,404 $0 

T oyon 13.8 KV 

Line 

Shasta - Tracy $48,191 $0 $0 $0 $0 $0 $0 $48,191 $0 

230-kv Lines -

General 

Shasta 230-kv $9,364,583 $0 $0 $0 $0 $0 $0 $9,364,583 $0 

Switchyard 

(Shasta 

Division) 

Shasta Dam & $210,811,334 $0 $0 $0 $86,738,188 $0 $0 $124,073,145 $0 

Reservoir [PL 

102-575, Sec. 

3406(b)(6)] 6 

Shasta $81,833,782 $0 $0 $0 $0 $0 $0 $81,833,782 $0 

Powerplant 

Toyon $189,751 $0 $0 $0 $0 $0 $189,751 $0 

Pipeline 
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Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Stanislaus 

(East Side) 

Division 

New Melones $320,010,647 $0 $0 
Dam& 
Reservoir 

New Melones $64,211,307 $0 $0 
Powerplant 

New Melones $378,917 $0 $0 
RSRCS - Roof 

AdmNhl St 

Trinity River 

Division 

Bella Vista $3,332,757 $0 $0 

Water District 
- Distribution 
System 

Buckhorn $36,993,699 $36,875,799 $0 
Dam PL [PL 

102-575, Sec. 
3406(b)(23)] 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$17,400,000 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $3,332,757 

$0 $117,900 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $302,610,647 $0 

$0 $64,211,307 $0 

$0 $378,917 $0 

$0 $0 $0 

$0 $0 $0 
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Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Clear Creek $4,740,196 $0 $0 $0 $0 $0 $0 $4,740,196 $0 

Conveyance 

System 

Clear Creek $16,065 $0 $0 $0 $0 $0 $0 $16,065 $0 
Powerplant 
12-kv Standby 

Clear Creek $430,572 $0 $0 $0 $0 $0 $0 $430,572 $0 
Switchyard 

Clear Creek $49,952,739 $0 $0 $0 $0 $0 $0 $49,952,739 $0 
Tunnel 

Cow Creek $2,700,306 $0 $0 $0 $0 $0 $0 $2,700,306 $0 
Conveyance 

System 

CVP Radio $54,642 $0 $0 $0 $0 $0 $0 $54,642 $0 

Network -
Trinity 
Division 

Folsom $25,500 $0 $0 $0 $0 $0 $0 $25,500 $0 
Switchyard 

(Trinity River 
Division) 
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Fish & 
Plant-in- Wildlife 
Service Activities 

Facility (Total) (DAC) 

Judge Francis $42,238,196 $0 

Carr 
Powerhouse 

Lewiston $3,818,709 $0 

Diversion 
Dam 

Lewiston Fish $3,315,736 $3,315,736 

Hatchery 

Lewiston $440,687 $0 
Powerplant 

Lewiston $955,214 $955,214 

Temperature 
Curtain 

Permanent $355,261 $0 

Operating 
Facilities -
Trinity 

Restoration - $1,258,074 $1,258,074 

Lewiston Fish 
Hatchery 

Safety of Repayment 
Dams Other CVPIA Contracts 
(DAC) (DAC) (CNA) (CNA) 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

$0 $0 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $42,238,196 $0 

$0 $3,818,709 $0 

$0 $0 $0 

$0 $440,687 $0 

$0 $0 $0 

$0 $355,261 $0 

$0 $0 $0 
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Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Shasta 230-kv $290,001 $0 $0 $0 $0 $0 $0 $290,001 $0 

Switchyard 
(Trinity River 

Division) 

Spring Creek $3,710,490 $0 $0 $0 $0 $0 $0 $3,710,490 $0 
Debris Dam & 
Reservoir 

Spring Creek $14,472,195 $0 $0 $0 $0 $0 $0 $14,472,195 $0 

Powerplant 

Spring Creek $28,098 $0 $0 $0 $0 $0 $0 $28,098 $0 

Powerplant 
13.8-kv 
Standby 

Spring Creek $554,367 $0 $0 $0 $0 $0 $0 $554,367 $0 
Switch yard 

Spring Creek $15,155,527 $0 $0 $0 $0 $0 $0 $15,155,527 $0 
Tunnel 

Tracy $1,017,640 $0 $0 $0 $0 $0 $0 $1,017,640 $0 
Switchyard 

Trinity Dam & $92,703,186 $0 $0 $0 $0 $0 $0 $92,703,186 $0 

Reservoir 
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Fish & 
Plant-in- Wildlife Safety of 
Service Activities Dams 

Facility (Total) (DAC) (DAC) 

Trinity $11,987,121 $0 $0 

Powerplant 

Trinity River $8,073,092 $8,073,092 $0 

Basin Action 
Program 

Trinity River $313,445 $0 $0 

Restoration 
Project 

Trinity $384,174 $0 $0 
Switchyard 

Whiskeytown $17,733,127 $0 $0 

Dam& 
Reservoir 

Whiskeytown $2,601,457 $2,601,457 $0 

Temperature 
Curtain 

Wintu $1,159,763 $0 $0 

Pumping 
Plant 

Repayment 
Other CVPIA Contracts 
(DAC) (CNA) (CNA) 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

$0 $0 $0 

Authorized 
Deferred Net Costs Mitigation 

Use (CNA) (SCRB) Cost4 

$0 $11,987,121 $0 

$0 $0 $0 

$0 $313,445 $313,445 

$0 $384,174 $0 

$0 $17,733,127 $0 

$0 $0 $0 

$0 $1,159,763 $0 
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Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Leased to State 

of California 

Los Banos $40,767 $40,767 $0 $0 $0 $0 $0 $0 $0 

Waterfowl 

Mendota $86,147 $86,147 $0 $0 $0 $0 $0 $0 $0 

Waterfowl 

Merced $185,225 $185,225 $0 $0 $0 $0 $0 $0 $0 

National 

Wildlife 

San Luis $88,236 $88,236 $0 $0 $0 $0 $0 $0 $0 

Waste Way 

Western 

Facilities 

Pacheco $1,337,677 $0 $0 $133,768 $0 $1,203,910 $0 $0 $0 

Pumping 

Plant 

Substation 

Coyote $1,824,360 $0 $0 $182,436 $0 $1,641,924 $0 $0 $0 

Pumping 

Plant 

Substation 
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Fish & 
Plant-in- Wildlife Safety of Repayment Authorized 
Service Activities Dams Other CVPIA Contracts Deferred Net Costs Mitigation 

Facility (Total) (DAC) (DAC) (DAC) (CNA) (CNA) Use (CNA) (SCRB) Cost4 

Tracy $2,464,394 $0 $0 $0 $0 $0 $0 $2,464,394 $0 
Substation 69 
kv to Delta-
Mendota 
Canal 

Western - $342,476,124 $0 $0 $0 $0 $8,568,500 $0 $333,907,624 $0 
Other 

Grand Total $3,693,719,669 $102,344,970 $31,810,865 $335,957,141 $340,872,120 $597,617,151 $56,875,000 $2,228,242,422 $28,495,676 

1. The Cost Allocation Study represents the final cost allocation for CVP facilities subject to the 2030 repayment requirement. It also includes water 
service contracts, repayment contracts, and CVPIA facilities that have post-2030 repayment obligations. Costs for these facilities would be 
incorporated in the updated allocation resulting from the final CVP Cost Allocation Study but would continue to have separate repayment terms. 

2. Excludes interest during construction (IDC). 
3. Excludes Folsom safety-of-dams costs not in repayment ($120,755,310). 
4. Mitigation costs are included as part of the net costs allocated in SCRB. 
5. Includes Keswick Fish Trap - CVPIA ($2,581,549). 
6. Includes Shasta Temperature Control Device - CVPIA ($86,738,188). 
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Key Terms 

• Amortization: Pay off gradually over time by periodic payments of principal and interest. 

• Ancillary services: Energy products used to help maintain grid stability and reliability. These 
services are ordinarily thought of as being transmission-related and not power-related products 
for the purposes of ratesetting and repayment. 

• Appraisal level: A level of accuracy and effort associated with an engineering cost estimating 
technique to estimate the cost of constructing facilities. The estimate is generally acceptable to 
determine the overall magnitude of costs but would not be used to estimate costs for entering 
into contracts. Per Reclamation Directives and Standards F AC 09-01, appraisal level cost 
estimates are used in appraisal reports or the like to determine whether more detailed 
investigations of a potential project are justified. These estimates may be prepared from cost 
graphs, simple sketches, or rough general designs which use the available site-specific design 
data. 

• Authorized purpose: A project purpose authorized by an act of Congress. 

• Base year: The starting point year used to measure relative changes in an economic variable such 
as a general price index. 

• Biological opinion (BO): An opinion issued by a Federal agency whether a proposed action may 
endanger listed species or destroy critical habitat. 

• Capitalization: Converting a schedule of periodic values into a single (annualized) value by 
dividing the payments by a factor which is dependent on the interest rate selected. 

• Capitalized value: The single value developed through the capitalization process. 

• Climate change: A change in the state of the climate identified by using statistical tests, by 
changes in the mean and/ or other statistical properties, measured over an extended period, 
typically decades or longer. 

• Construction costs: Costs of constructing physical project features including contract (direct) 
costs, land and land rights, relocation of existing property, clearing and restoring lands, service 
facilities, designs, investigations, project management, and other general project-specific 
expenses. 

• Construction in abeyance: Reclamation construction costs associated with temporarily 
suspended construction activities that Congress has not de-authorized. 
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• Cost allocation: The process of distributing the costs of a multipurpose project among its 
authorized purposes in order to determine actual reimbursable and non-reimbursable costs and 
the basis for assignment of costs to beneficiaries for repayment. 

• Cost sharing: The value of non-Federal partners' monetary or in-kind contributions and that 
portion of the costs of a federally assisted project or program that is not borne by the Federal 
Government. 

• CVP yield: Water from the Central Valley Project that is available for use. 

• Deferred costs: Costs already incurred but not yet assigned to an authorized project beneficiary 
for repayment because of operation of law or policy. 

• Diminishable facility: A multipurpose facility that can be diminished in size (resized) for a single
purpose use. 

• Direct assigned costs: Costs that have been directly assigned for repayment (or designated as 
non-reimbursable) based on legislation, policy, and/ or agreement and thus not subject to the 
cost allocation process. 

• Economic benefits: The value of project accomplishments measured in monetary terms, which 
is measured by the amount that most people are willing to pay to use a given quantity of a good 
or service or the smallest amount that most people are willing to accept to forego the use of a 

given quantity of a good or service. 

• Economic life: The period during which an asset is expected to yield a return. 

• Financially integrated: The CVP is financially integrated in that repayment is applied to the total 
cost of the project and not individual project features. 

• Gross Domestic Product (GDP): The total output of goods and services produced within a 
given country in a particular time period. 

• Hydropower: Electric power generated whenever water impounded by a dam is routed through 
the penstocks and then spun through turbines. It can also be generated in run of the river 
situations when it flows through in-stream facilities. 

• Implicit price deflator (also referred to GDP deflator): A measure of price inflation/ deflation 
with respect to a specific base year calculated as the ratio of nominal GDP relative to real GDP. 

• Incremental costs: Costs added to a plan to accommodate the addition of a purpose or objective, 
or for increasing the scale of service to one or more purposes. 

• Incremental Level 4 water: The additional increment of water above Level 2 required for optimal 
wetland habitat management. 
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• Joint cost: Costs which serve more than one, and often several purposes or objectives measured 
as the difference between the total cost of the project and the separable costs across all project 
purposes. 

• Joint cost factors (also referred to as remaining justifiable expenditure factors): The percentage 
of remaining joint costs distributed among each project purpose. 

• Justifiable expenditure: The maximum amount of costs to be allocated to a project purpose and 
is the lesser of benefits attributable to a purpose and the cost of a hypothetical single-purpose 
alternative project generating the same level of benefits. 

• Land fallowing: Leaving farmland unplanted for a season. 

• Least cost alternative: An alternative project that will generate the same level of benefits at the 
lowest cost possible. 

• Level 2 refuge water: The historical average refuge water deliveries specified in the 1989 Report. 
It is the baseline water deliveries required for wildlife habitat management. 

• LIDAR: A surveying device that emits pulsed laser light to measure distance, Light Detection 
and Ranging. 

• Long-term generation (LTGEN): A Reclamation-developed model for estimating power 
capacity on a monthly time step. 

• Major cost driver: The material that causes a large change in a facility's cost. 

• Market price: The price users or consumers may expect to pay to a third-party provider for an 
asset, product, or service. 

• Mitigation: Projects, programs, or activities intended to offset or lessen adverse impacts to fish 
and wildlife resources (and other natural resources) caused by the construction and operation of 
a project. 

• Multipurpose project: A project designed to serve more than one purpose. For example, a dam 
that supplies water for agricultural and domestic uses, provides flood control, and generates 
power. 

• Non-diminishable facility: A multipurpose facility that cannot be reduced in size when 
estimating the single-purpose cost. 

• Opportunity cost: The value of highest valued alternative use of that resource. 

• Optimization model: A method for finding the most cost-effective or highest achievable 
performance under given constraints by maximizing desired factors and minimizing undesired 
one. 
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• Period 1 (first period): Conditions as represented in the 1975 CVP cost allocation update (under 
the two-period allocation/repayment approach). 

• Period 2 (second period): Conditions under current and projected CVP operations and benefits 
(under the two-period allocation/ repayment approach). 

• Period of analysis: The period of analysis should be the shorter of (1) the period of time over 
which the plan, project, or activity being analyzed can reasonably be expected to have beneficial 
or adverse effects, or (2) a period of time not to exceed 100 years. In the context of the CAS, it 
represents a prospective 100-year timeframe. 

• Plant-in-service: Facilities that have been completed and provide benefits to the project. 

• PLEXOS: Energy market modeling software that estimates power benefits on an hourly basis. 

• Preference power: The principle that public not-for-profit entities have the "first right" to 
purchase energy and capacity generated at Federal facilities. Generally such not-for-profit entities 
have preference to purchase Federal power at Federal water resource projects. 

• Preference power customers: The not-for-profit entities that under Reclamation law and policy 
have preference and priority to power generated at Federal water resource projects. "First 
preference power customers" are a subset of preference power customers who are entitled to 
preference power because under Reclamation law they are defined as being within a county of 

origin (Trinity, Calaveras, and Tuolumne). 

• Preference power generation: Generation produced from project facilities that is available to be 
marketed to the preference power customers. 

• Present value: Incorporates the concept of the time value of money and measures in today's 
dollars what the value of receiving a specific amount at some future date assuming a specified 
interest rate. 

• Profit: Revenue generated by selling a product minus all costs of production; also referred to as 
net revenue. 

• Project beneficiaries: The persons or groups who are legislatively authorized to receive benefits 
from the project. 

• Project-use energy (PUE): Power and energy used for project operations, e.g., main conveyance 
pumping, designated drainage pumping, and other designated miscellaneous electric loads 
directly associated with the operation of the project. 

• Prospective analysis: An analysis that focuses on projected future (prospective) conditions and 
outcomes. 
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• Ratesetting: The process of determining annual CVP water rates for irrigation and M&I 
purposes provided for in water service contracts. 

• Replacement, additions, and extraordinary maintenance (RAX): Major nonrecurring operations 
or maintenance on a project facility to ensure the continued safe, dependable, and reliable 
delivery of authorized project benefits. 

• Reasonable and prudent alternatives (RPA): Alternative methods of project implementation, 
offered in a biological opinion reaching a jeopardy or adverse modification conclusion that 
would avoid the likelihood of jeopardy to the species or adverse modification of critical habitat. 

• Remaining joint costs: The costs of joint use facilities that remain after all separable cost have 
been deducted from total project costs. 

• Remaining justifiable expenditure: The justifiable expenditure for a purpose minus the separable 
costs for that purpose. 

• Resource adequacy: Concept used by the California Independent System Operator to ensure that 
sufficient capacity exists to ensure reliable operation of the grid. 

• Safety of Dams (SOD): A Reclamation program to either retrofit or modify dams to reduce or 
eliminate potential hazards associated with seismic and/ or hydrologic risk of failure. It is not a 
project purpose. 

• Separable costs: The costs that result by taking the difference between the cost of the 
multipurpose project and the cost of the same project with the purpose omitted. A series of cost 
estimates should be prepared representing the multipurpose project without each purpose. A 
purpose's separable costs would not only include its specific costs, but also the costs of 
multipurpose facilities which were needed for the addition of that purpose. 

• Separable costs-remaining benefits (SCRB): A method of cost allocation where each purpose in a 
multipurpose project is assigned the separable costs of including that purpose plus a portion of 
the remaining joint costs. 

• Separable joint costs: The portion of multipurpose facility costs attributed to a single purpose. 

• Single-purpose alternative (SPA): The cost of the most economical 0east cost) alternative which 
would likely be built as a single-purpose Federal project, and that would provide equivalent 
benefits for a single purpose as the multipurpose project provides. 

• Single-purpose facility: Costs of the most economical alternative which would likely be built as a 
Federal project to provide equivalent benefits for a single purpose. 

• Specific costs: Costs of individual physical facilities and other costs that serve only a single 
purpose. 
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• Sub-allocation: Separating an authorized project purpose or function into smaller constituent 
components (e.g., sub-purposes) for the purposes of a cost allocation. 

• Sub-purpose: Individual component that comprises a project purpose. 

• Thermal power: Power sourced from heat energy, historically steam, but can also include natural 
gas or nuclear-fueled generators. 

• Time value of money: The concept that money available at the present time is worth more than 
the same amount in the future due to its potential earning capacity. 

• Two cost allocation and two-period repayment approach: A modified cost allocation/ repayment 
approach used in the CVP CAS to recognize both the historical and prospective benefits of the 
project. 

• Water rights: The right to use water from a river, stream, body of water, or source of 
groundwater. 

• Water year type: The hydrologic classification of individual water years; for the CAS, five water 
year types were used: wet, above average, below average, dry, and critical. 

• Weighted average: An average resulting from multiplying each component by a factor reflecting 
its importance. 

• Wildlife refuge: A Federal area administered for the protection of fish and wildlife as well as 
wildlife management areas administered by the State of California and the Grasslands Resource 
Conservation District. 
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., 

 
Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  
  
THE UNITED STATES, 
 

 

Defendant.  
  

EXPERT DISCLOSURE 

Pursuant to Rule 26(a)(2)(C) of the Rules of the United States Court of Federal 

Claims (RCFC), defendant, the United States, makes the following disclosures of expert 

testimony.  This disclosure is based upon information reasonably available to us, and we 

reserve the right to supplement it as we obtain additional information. 

The Government may call Spencer Walden to provided testimony concerning the 

how the Government calculated damages.  Mr. Walden’s opinions are based upon his 

experience as an accountant with the Bureau of Reclamation.  Mr. Walden is currently a 

Refuge Water Supply Specialist in the Bay-Delta Office within the California-Great 

Basin Region of the Bureau of Reclamation, Department of the Interior.  Prior to that, 

Mr. Walden was the CVPIA Accountant in the Financial Management Division of the 

California-Great Basin Region since joining the Bureau of Reclamation in 2017.  He 

holds a bachelor’s degree from San Francisco State University.  
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- 2 - 

In general, the damages amount is the difference between what was paid and what 

should have been paid.  What was paid by power during FY2008 to FY2020 was 

$332,842,422.  During those years, the plaintiff’s percentage of Base Resource1 varied 

from approximately 39% (FY2008 to FY2014) and approximately 42% (FY2015 to 

FY2020).  By applying those percentages annually to the amount collected annually, the 

plaintiff’s payments totaled $136,514,622.   

In order the calculate the amount that should have been paid, first Mr. Walden 

will describe the methodology consistent with the court’s opinion, then, calculate the 

annual amount and apply the Base Resource percentages on an annual basis.  For 

determining power’s M&R payment, Reclamation will apply the appropriate allocation 

percentage identified from the ten-year rolling average for repayment of the CVP to 

actual water receipts, inclusive of both discretionary payments and non-discretionary 

payments using a two-year lag.  The mathematical equation is as follows: ((Water CVP 

Restoration Fund receipts + Friant Surcharge receipts)/Water’s CVP %) * Power’s CVP 

%.   

Power’s M&R payment uses the two-year lag for several important reasons.  To 

set bills for the upcoming fiscal year, WAPA needs the power M&R payment 

information in August of preceding fiscal year.  The allocation percentages provided by 

the regional economist are not available until six to nine months following the close of 

the federal fiscal year (September 30).  Additionally, water receipts are not known until 

after the fiscal year closes.  Therefore, Reclamation is unable to determine power’s share 

                                                 
 1 Provided by Autumn Wolfe, the Rates Manager at the Sierra Nevada Region – 
Western Area Power Administration and subsequently produced in response to Request 
for Production 3-1.  
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of the M&R fund in the fiscal year until the year closes.  For example, for fiscal year 

2021, Reclamation must send a letter notifying WAPA of power’s M&R payment in 

August 2020.  To determine power’s M&R payment for fiscal year 2021, Reclamation 

uses allocation data from FY2010 – FY2019, (the most recent 10-year average allocation 

for repayment of CVP) and actual water cash receipts from FY2019 (the most recent data 

for water receipts).   

CVPIA Section 3407(d)(2)(A) states “taking into account all funds collected 

under this title,” based on the language the calculation includes all sources of water 

receipts under the Act, inclusive of pre-renewal charges, tiered water rates, water transfer 

charges, Friant surcharges, M&I surcharges, and mitigation and restoration charges.  

Although Friant surcharges ceased to be deposited into the CVP Restoration Fund 

following FY2009, those receipts are still included in the calculation of total water 

collections based on Section 100007 of Pub. L. 111-11 which states: 

“(1) The Secretary shall continue to assess and collect the 
charges provided in section 3406(c)(1) of the Reclamation 
Projects Authorization and Adjustment Act of 1992 (Public 
Law 102-575; 106 Stat. 4721), as provided in the 
Settlement; and” 
“(2) those assessments and collections shall continue to be 
counted toward the requirements of the Secretary contained 
in section 3407(c)(2) …”  
 

Applying the above method to the period in this case, FY2008 to FY2020, starts 

with the actual receipts collected from water in FY2006 and the allocation data from 

FY1997 to FY2006.  Continuing this process for all applicable years totals $167,589,580.  

Using the same Base Resource percentages as above, the plaintiff’s percentage share of 

this totals $68,359,711.  
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 The difference between the actuals at the top and the revised calculation 

consistent with the Court’s opinion results in a total damage amount of $68,154,911. 
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., 

 
Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  
  
THE UNITED STATES, 
 

 

Defendant.  
  

EXPERT DISCLOSURE 

Pursuant to Rule 26(a)(2)(C) of the Rules of the United States Court of Federal 

Claims (RCFC), defendant, the United States, makes the following disclosure of expert 

testimony.  This disclosure is based upon information reasonably available to us, and we 

reserve the right to supplement it as we obtain additional information. 

The Government may call Steve Pavich to provide testimony concerning the 

percentages used to calculate proportionality for CVPIA Restoration Fund 

payments.  Mr. Pavich’s opinions are based upon his experience as an Economist. 

Mr. Pavich is currently an Economist at the Bureau of Reclamation (Reclamation) 

and works in the California-Great Basin Region located in Sacramento, California. 

Mr. Pavich has been at his current Economist position since November 2013.  In 

this position, he uses his technical expertise and experience to provide support in the 

areas of cost allocation, cost-benefit analyses, ability-to-pay analyses, and to 
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conduct general economic research and analysis supporting water resource 

management in the Central Valley Project (CVP).  He routinely collaborates with 

internal staff and key stakeholders on issues related to cost allocation in the CVP. 

Mr. Pavich also served in various roles prior to his employment at 

Reclamation, primarily providing economic and environmental consulting services to 

public and private sector clients.  He was a Senior Economist at Cardno ENTRIX, Inc. 

(2005-2013), Economist/Planner at EDAW (2000-2005), and Environmental Planner 

at Foster Wheeler Environmental Corporation (1998-2000).  During his consulting 

career, Mr. Pavich focused on agricultural and natural resource economics, applied 

economic analysis, recreation planning, and environmental compliance.  His expertise 

has been applied to a wide range of projects related to land use policy, natural 

resource management, water resources, recreation, agriculture, and infrastructure 

development.  His economics experience includes assessing the economic and fiscal 

impacts of major water supply and renewable energy projects, long-range land use and 

resource management plans, as well as socioeconomic impact analyses.  He has 

applied quantitative techniques to estimate economic impacts of projects and policies, 

including the application of regional economic models and market and non-market 

valuation techniques, particularly in the context of recreation and water resource 

management.  His quantitative background includes regional economic input-output 

modeling and statistical analysis. 

Mr. Pavich’s educational background includes multiple degrees, including a 

BA, Economics, University of California, Davis (1994) and MS, Agricultural & 

Resource Economics, Oregon State University (1999). 
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Mr. Pavich’s opinions are based upon his experience detailed above and the 

following summary of facts. 

Mr. Pavich has been the lead on cost allocation analyses for the CVP since 

2018.  This includes performing the annual plant-in-service and operations and 

maintenance (O&M) cost allocations, which implement the Final CVP Cost 

Allocation Study finalized in January 2020.  Mr. Pavich is familiar with Reclamation 

policy on project cost allocations (Reclamation Manual PEC 01-02).  As the lead for 

cost allocation in the CVP, Mr. Pavich also supports cost allocation processes related 

to the Central Valley Project Improvement Act (CVPIA), including the development 

of proportionality percentages for payments into the CVPIA Restoration Fund.   

The basis for developing CVPIA proportionality percentages is presented 

below.  The fundamental premise of the CVPIA proportionality methodology is that 

payments into the Restoration Fund will be distributed in accordance with the CVP 

plant-in-service allocation as outlined in CVPIA legislation.  Specifically, CVPIA 

Section 3407(d)(2)(a) states that:  

The amount of the mitigation and restoration payment 
made by Central Valley Project water and power users, 
taking into account all funds collected under this title, 
shall, to the greatest degree practicable, be assessed in the 
same proportion, measured over a ten-year rolling 
average, as water and power users' respective allocations 
for repayment of the Central Valley Project.  
 

In this context, water users represent irrigation and M&I water contractors; 

and power users represent commercial power contractors (served by Western Area 

Power Administration).  Repayment obligations are derived from the annual CVP 
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plant-in-service cost allocation.  Total plant-in-service costs are allocated annually.  

Repayment obligations do not reflect the allocation of routine O&M costs.  

Acknowledging that the CVP plant-in-service allocation (and resultant repayment 

obligations) are used to calculate CVPIA proportionality percentages, multiple 

assumptions are required to determine which costs are included/excluded from the 

calculations.  Generally, the CVPIA proportionality percentages are based on costs 

allocated in the Final CVP Cost Allocation Study (CAS), specifically the costs that 

are allocated to the authorized purposes of the CVP as part of the Separable Cost-

Remaining Benefit (SCRB) cost allocation methodology.  The CVPIA proportionality 

percentages further reflect the sub-allocation of water supply and power costs that is 

used to derive the repayment obligations assigned to Irrigation, M&I, and 

Commercial Power.  

The CVPIA proportionality percentages exclude direct assigned and certain 

other costs that were excluded from the SCRB methodology in the CAS.  A list of all 

costs included/excluded in the CVPIA proportionality calculations is available in a 

separate file (refer to Bates number: GOV0000958-959), which are consistent with 

the assumptions used in the CAS.  There are several key CAS assumptions used for 

CVPIA proportionality calculations that are different than what was used historically 

(see Joint Exhibit 2).  A separate Microsoft Excel file was developed for each year 

considered in this analysis that applies the assumptions to the respective CVP plant-

in-service allocations to derive the annual CVP costs allocated for repayment that are 

used to calculate CVPIA proportionality percentages.  In order to maintain 

consistency over time, all assumptions on costs included/excluded in the CVPIA 
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proportionality percentages have been retroactively applied to all CVP plant-in-

service allocations used in this analysis.     

CVPIA Section 3407(d)(2)(a) requires the use of a ten-year rolling average of 

CVP costs allocated for repayment; therefore, the proportionality calculations are 

based on multiple years of the CVP plant-in-service allocation.  The proposed 

proportionality percentages used in this case cover the time period 2008 to 2019. 

Because the 2008 percentages require allocation data back to 1999 (in order to 

compute the ten-year rolling average), the methodology presented here applies to all 

annual CVP plant-in-service allocations from 1999 to 2019.  

Mr. Pavich developed all of the data, including the allocated costs for repayment 

and related CVPIA proportionality percentages, shown in the Microsoft Excel file titled 

“SUMMARY_CVPIA Croffset Alloc Scenarios_FY95-FY19_R (FINAL).”  

Specifically, the discussion that follows focuses on the Excel file worksheet titled 

“Proportionality.”  For each year, the value in the “plant-in-service” column is the 

allocated costs for repayment for Irrigation, M&I and Commercial Power, respectively, 

in any given year based on the methodology outlined above.  For example, in Fiscal 

Year (FY) 2019, the annual allocated costs for repayment are as follows: Irrigation 

($1,112,536,629), M&I ($126,041,929), and Commercial Power ($656,521,839); on a 

percentage basis, the allocated costs for repayment are distributed as follows: Irrigation 

(58.71%), M&I (6.65%), and Commercial Power (34.64%).  However, the relevant 

percentages for CVPIA proportionality are shown in the “10-year rolling average” 

column, which represents the proportion of total reimbursable costs over the preceding 

10-year period for Irrigation, M&I and Commercial Power.  For example, in FY-2019, 

Appx0545

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 548 of 597



 
- 6 - 

the 10-year rolling average proportionality percentage for Irrigation (60.09%) is 

calculated as the sum of total allocated costs to Irrigation between 2010 and 2019 

($11,508,808,346) divided by the total over the same period for the three reimbursable 

functions ($19,152,670,394); similar calculations are made for M&I (5.79%) and 

commercial power (34.12%).  The 10-year rolling average was computed for every year 

between 2002 and 2019.  
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., 

 
Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  
  
THE UNITED STATES, 
 

 

Defendant.  
  

SUPPLEMENTAL EXPERT DISCLOSURE 

Pursuant to Rule 26(a)(2)(C) of the Rules of the United States Court of Federal 

Claims (RCFC), defendant, the United States, makes the following supplemental 

disclosure of expert testimony. This disclosure is based upon information reasonably 

available to us, and we reserve the right to supplement it as we obtain additional 

information. 

The Government may call Steve Pavich to provide testimony concerning the 

percentages used to calculate proportionality for CVPIA Restoration Fund 

payments.  Mr. Pavich’s opinions are based upon his experience as an Economist. 

Mr. Pavich is currently an Economist at the Bureau of Reclamation (Reclamation) 

and works in the California-Great Basin Region located in Sacramento, California. 

Mr. Pavich has been at his current Economist position since November 2013.  In 

this position, he uses his technical expertise and experience to provide support in the 
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areas of cost allocation, cost-benefit analyses, ability-to-pay analyses, and to 

conduct general economic research and analysis supporting water resource 

management in the Central Valley Project (CVP). He routinely collaborates with 

internal staff and key stakeholders on issues related to cost allocation in the CVP. 

Mr. Pavich may testify concerning the following assumptions from the Final 

Cost Allocation Study (2020) that represent a change from Joint Exhibit 2 and the 

rationales for that change described below.  

Assumptions included below are those that represent change from Joint Exhibit 2 
 

• Costs allocated only to the authorized purposes of the CVP in the Separable Cost-
Remaining Benefits (SCRB) used in the Final Cost Allocation Study (CAS): 
INCLUDE1 

o CVPIA Section 3702(d)(2)(a) states that: “The amount of the mitigation 
and restoration payment made by Central Valley Project water and 
power users, taking into account all funds collected under this title, shall, 
to the greatest degree practicable, be assessed in the same proportion, 
measured over a ten-year rolling average, as water and power users' 
respective allocations for repayment of the Central Valley Project”. 
Accordingly, only CVP costs that are allocated for repayment should be 
included in CVPIA proportionality; these costs were included in the SCRB 
cost allocation in the Final CAS. 

o Other CVP costs that are “direct assigned” (and therefore not “allocated” 
for repayment) should not be included in CVPIA proportionality; these 
are the costs that were excluded from the SCRB cost allocation in the 
Final CAS. 

o Only costs that support the authorized purposes of the CVP that are 
subject to allocation per the SCRB methodology should be included in the 

                                                 
1 “INCLUDE” means the Government included the costs in calculating damages.  “EXCLUDE” means the 
government excluded the costs in calculating damages.  
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calculation of proportionality because they reflect investment in the 
financially- and operationally-integrated CVP.  

 

• Fish & Wildlife Enhancement costs: NOT APPLICABLE 
o These costs were listed in Mr. Wright’s rebuttal report, but they do NOT 

represent a change from Joint Exhibit 2 because these costs are 
nonreimbursable and do not affect the proportionality percentages that 
only apply to irrigation, M&I, and commercial power; therefore they are 
“not applicable.” 

 

• Pacific NW-Pacific SW Intertie (PACI) owned by WAPA: INCLUDE 
o Included in the proportionality percentages because they were included 

in the SCRB allocation of CVP costs in the Final CAS 
o PACI costs were included in the Separable Costs Remaining Benefits 

(SCRB) allocation because when PACI was constructed, it was authorized 
to be used to enable the CVP to firm its hydropower output on behalf of 
the project.  Additionally, the federally-owned portion of the line is 
directly interconnected to the CVP power transmission system.   

 

• Water distribution systems (repayment contracts): EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS.  These costs 
represent a direct-assigned cost. 

o Water distribution systems are not financially- and operationally-
integrated in the CVP.  

 

• San Felipe Unit costs: EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS; they 
represent a direct-assigned cost. 

o San Felipe Unit out-of-basin facilities are not financially- and 
operationally-integrated in the CVP. 

 
• Repayment obligations -- USACE (included in water rates): EXCLUDE 
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o Excluded from the proportionality percentages because they were 
excluded in the SCRB allocation of CVP costs in the Final CAS; they 
represent a direct assigned cost. 

o USACE repayment obligations are not financially- and operationally-
integrated in the CVP 

 

• WAPA retired assets (included in water rates): EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS; represent a 
direct-assigned cost 

o WAPA retired assets are not part of current CVP operations. 
 

• Safety of Dams costs (15% reimbursable share): EXCLUDE 
o Excluded from the proportionality percentages because were excluded in 

the SCRB allocation of CVP costs in the Final CAS; represent a direct-
assigned cost (cost recovery for Safety of Dams costs are prescribed by 
law).  

o Safety of Dams costs do not generate new benefits in the CVP; they 
perpetuate existing benefits. 

 

• Folsom Safety of Dams not in repayment (not currently allocated): EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS; represent a 
direct-assigned cost (cost recovery for Safety of Dams costs are 
prescribed by law). 

o Safety of Dams costs do not generate new benefits in the CVP; they 
perpetuate existing benefits.  

 

• CVPIA-authorized construction costs (not currently allocated): EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS. 
o CVPIA is a separate program distinct from the CVP with its own provisions 

for cost allocation and recovery. 
o It is not appropriate to include CVPIA costs in calculating proportionality 

under CVPIA as that would involve circular reasoning.  
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• Interest During Construction: EXCLUDE 
o IDC recorded in Sch. 1 of the CVP financial statements is only charged to 

M&I and commercial power for repayment purposes; it is not equitable 
to include recorded IDC in proportionality percentages because it would 
unfairly skew costs since IDC associated with Irrigation is not subject to 
repayment. 

 

• Capitalized OM&R/Replacements (after FY-13): EXCLUDE 
o Excluded from proportionality percentages because represents O&M cost 

of CVP, not construction subject to repayment 
o Capitalized OM&R costs do not generate new benefits in the CVP; they 

perpetuate existing benefits. 
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., 

 
Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  
  
THE UNITED STATES, 
 

 

Defendant.  
  

EXPERT DISCLOSURE 

Pursuant to Rule 26(a)(2)(C) of the Rules of the United States Court of Federal 
Claims (RCFC), defendant, the United States, makes the following disclosure of expert 
testimony. This disclosure is based upon information reasonably available to us, and we 
reserve the right to supplement it as we obtain additional information. 
 

The Government may call Dr. William (Bill) J. Taylor to provide testimony 
concerning the role and appropriateness of the U.S. Bureau of Reclamation’s 
(Reclamation) cost allocation in this case.  Dr. Taylor holds degrees in Agricultural 
Economics from Purdue University (B.S. and M.S.) and University of Illinois (Ph.D.).  
Dr. Taylor was an Assistant Professor of Agribusiness Management at Virginia Tech 
from 1986 to1992 and maintained an Adjunct Professorship at the Ohio State University 
from 1992 to2004.  He has continuously been employed by the federal government 
starting in May 1992 with the U.S. Department of Agriculture (USDA) switching to the 
U.S. Department of the Interior (DOI) in 2004.  Bill has been a Bureau of Reclamation 
economist since December 2004, having served in the California Great Basin Region as 
an Economist in the Finance and Planning Divisions, and in the Denver Policy office as a 
Policy lead Economist for Economics and Planning.  Since October 2010, he has been 
involved in the Final Central Valley Project (CVP) Cost Allocation in positions within 
the California Great Basin Region and Office of Policy and Programs. 
 

Cost allocations are required for projects that serve more than one purpose or for 
multipurpose projects that do not have specified cost recovery in the authorizing 
language.  In the absence of a prescribed cost allocation for recovery, there needs to be a 
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method to recover costs from multiple purposes.  An elementary cost allocation could 
divide costs evenly between two purposes but this likely would not reflect the relative 
benefits or contribution to society of the purposes.  More elaborate cost allocation 
approaches emerged based on a myriad of factors, each with their own strengths. 
A project is generally considered to be a single purpose project, one that only serves one 
group of purposes (beneficiaries) or multipurpose with multiple beneficiaries.  In some 
cases there are beneficiaries that were not intended or not identified with a responsibility 
to participate in the recovery of project costs.  Unintended beneficiaries that have no 
responsibility in recovery of project costs are called incidental beneficiaries and generally 
are not considered project purposes. 
 

An interagency agreement between DOI, the U.S. Army Corp of Engineers and 
the Federal Power Commission in 1954 established procedures for conducting cost 
allocations.  The interagency agreement identified three acceptable methods: Separable 
cost remaining benefits (SCRB), Alternative Justified Expenditure (AJE) and use of 
facilities.  The SCRB approach was preferable for general application and became the 
standard for Reclamation’s allocations since 1954.  The SCRB approach allocated costs 
unique to a purpose (separable) directly to that purpose and those costs that remained 
were allocated on the remaining benefits to each project purpose accounting for separable 
costs. 

 
The first step in performing a SCRB cost allocation is to identify the maximum 

amount that a project purpose would pay (i.e., justifiable expenditure).  Generally 
speaking, a rational individual would not pay more for something than they would have 
to spend to get it elsewhere and never would they spend more that they think it is worth 
to them.   In a SCRB allocation, the justifiable expenditure would be the lesser of the 
benefits for that purpose or the cost of a specific project just to provide that particular 
benefit (i.e., single purpose alternative).  There is no reason that a consumer (purpose) 
would ever spend more than what it is worth to them or what they could get it for 
elsewhere. 
 

Within the SCRB method, costs are either identified as separable costs to a project 
purpose or joint costs.  Separable costs are costs that are only incurred in connection with 
that project purpose.  Cost estimating engineers develop a cost estimate for the existing 
project (as is with) and a cost estimate without each purpose (as is without).  Subtracting 
the “as is without” cost for each purpose from the total project “as is with” cost results in 
the separable cost, which yields the costs that would be saved if the purpose was not 
included.  Once all separable costs are defined, they are summed and subtracted from 
total project costs to reveal the total joint costs of the project.   
 

From the justifiable expenditure, the separable costs are subtracted for each 
purpose revealing how much justifiable expenditure (or benefit as the SCRB name 
implies) remains for each purpose.  Remaining justifiable expenditure is computed for 
each purpose and totaled for the project. The proportion of the remaining justifiable 
expenditure for each purpose of the total remaining justifiable purpose becomes the joint 
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cost percentage for each project purpose.  This percentage is used to allocate the joint 
costs to each purpose.   
 

The sum of the separable and joint cost allocated to each purpose becomes the 
total cost for each purpose and fully recovers the total cost of the project.  These costs 
and benefits are indexed to a common time period.  Costs are frequently separated into 
construction (and interest during construction) costs and operations, maintenance and 
replacement (OM&R) costs.  Construction and OM&R costs are frequently allocated 
separately (as in the CVP) as there are typically different underlying conditions for 
allocating these costs. 
 

One of the first steps in the CVP cost allocation process was defining those costs 
that needed to be allocated in the CVP and those where the allocation was known or 
dependent on the results of the CVP final cost allocation.  Those costs with known cost 
assignments were principally driven by preexisting cost assignment.  A good example of 
a known cost assignment are CVP mitigation costs during the period where mitigation is 
non-reimbursable, prior to 1965 and the passage of PL 89-72 which made these costs 
reimbursable.  A good example of a cost assignment driven by the final cost allocation is 
safety of dams (SOD) costs where 85% are non-reimbursable and the remaining 15% 
reimbursable costs are allocated per the CVP final cost allocation.   
 

Approximately $3.9B of Plant in Service costs were identified in the CVP for the 
Final Cost Allocation.  Of that total, only about $2.2B required the SCRB to allocate 
them, as the remainder had prescribed cost assignments.  The specific situations, like 
non-reimbursable mitigation costs, are prescribed by law and are excluded from the 
SCRB.  When Reclamation relies on the “CVP cost allocation” it is the SCRB, and not 
the whole allocation, that reflects the appropriate allocation to use. Reliance on the 
allocation as a whole mixes multiple allocation processes and the result is hodge-podge. 
The CVP cost allocation is not a single layer cost allocation, because once costs are 
allocated to a purpose, they need to be further allocated to more specific end users.  For 
example, with the category of irrigation costs the need to be further sub-allocated to 
individual contractors.  Sub-allocation of costs typically is not completed through a 
SCRB approach but rather through a use of facilities approach.  Individual contractor’s 
share of water deliveries (use of facilities) determines their share of the irrigation costs 
assigned to that contractor for recovery in the CVP.  SCRB cost allocations are complex 
and costly, with the Final CVP cost allocation requiring nearly 10 years to complete at a 
cost of over $7 million.   
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 Section 3406(b)(4) of the CVPIA states that “[t]he reimbursable share of funding 
for this and other facility repairs, improvements, and construction shall be allocated 
among project water and power users in accordance with existing project cost allocation 
procedures.” Due to the complexities of the cost allocation at the time that CVPIA was 
written – including the lack of project-wide joint cost factors – it would be unreasonable 
to assume that “existing project cost allocation procedures” meant to allocate the costs as 
any specific feature or as a joint cost; the former would not be project wide and the latter 
did not exist.  The only reasonable alternative would be to assume the law meant to rely 
on the results of the allocation, i.e., or the proportion of construction allocated to each 
project purpose (the reimbursable percentage).   
 

Some costs, primarily refuge costs and Trinity River restoration costs are to be 
recovered from water contractors, power contractors and/or the taxpayer.  These costs 
cannot be allocated on the use of facilities, instead, the CVP has used an investment as a 
proxy for benefits (reimbursable percentage) to reflect the proportions.  There has been a 
considerable lapse of time between the previous cost allocation (1970 based) and the final 
cost allocation completed in January 2020.  As additions to the project (construction that 
generates new benefits) are added many are single purpose and all have cost assignments 
included with the authority for the addition.  Reclamation’s practice has been to use the 
assigned investment in benefit generating assets (construction) recovery to update the 
SCRB allocation which is the reimbursable percentage now in use.  Reclamation has only 
used this method because it would be too costly or burdensome to generate a new SCRB 
and use of facilities is precluded because there is no common unit of measure.   
Given that only about $2.2B of the $3.9B costs are allocated through the SCRB, there are 
a significant amount of CVP costs that have prescribed cost recovery and are recovered 
by means other than the SCRB.  The fact that SOD costs are allocated 85% to the 
taxpayer reflects Congress’s desire to allocate safety costs independently from project 
benefits.  Inclusion of SOD costs and SCRB costs by summing the allocation would not 
reflect the principles of cost allocation that the interagency agreement sought to support.  
If additional costs were added to the allocation process for assignment, they would come 
either with a predetermined cost assignment or should be distributed like all other funds 
without assignment. 
 

Based on the 1970 cost allocation that was updated in 1975, distribution systems 
had been included in the reimbursable percentages used to allocate costs.  In the1993 
Business Practice Guidelines (BPGs), it was noted that the reimbursable percentage used 
for CVPIA should not include distribution systems for the exclusive use of individual 
Water contractors.  A significant portion of the 1993 BPGs were simply not implemented 
and this provision was included among those that were not implemented.  It is apparent 
today, and in 1993, that the thought process utilized in the development of the 1975 cost 
allocation update was not consistent with how this information should be used and that 
individual contractor indebtedness to the federal government should not be considered 
when looking at project cost recovery.  Unfortunately, the BPG was not implemented and 
CVP continued to utilize the reimbursable percentage inclusive of distribution systems 
until this practice was corrected with the implementation of the final cost allocation in 
2020, when these distribution systems costs were separated from CVP costs and treated 
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as direct assigned costs.  Direct assigned costs are excluded from the SCRB as they 
would bias the SCRB results and later they are allocated, typically, based on the results of 
the SCRB.  The contracts and the beneficiaries of those contracts were not changed 
during the period from enactment as they were generally implemented in the 1950s and 
1960s.   

 
The rationale for treating distribution systems cost as direct assigned costs is as 

follows.  Ultimately, what constitutes the water and power users’ respective allocations 
for repayment of the Central Valley Project has been determined in the CVP final cost 
allocation.  First, the CVP is defined to extend to the point where the CVP water or 
power is transferred to the contractor.  When considering benefits from Reclamation 
investments from a recovery perspective, the end use of the water and power is where 
benefits are measured.  For irrigation water the end point is the production of a particular 
crop or enterprise. Typically, crops are further processed prior to actual consumption and 
energy further distributed before consumed. For Power, the end point is where the energy 
that is sold is to be delivered to end users.  In many ways, distribution systems are similar 
to power lines providing electricity to homes and businesses.   Distribution systems are 
essential for benefits to be achieved from the use of CVP water and power beyond the 
transaction to CVP contractors.  At this point the benefits of the CVP continue but the 
investment ends.  Cost recovery for investment beyond the transaction point is still 
repayment by the water and power contractor for their business and not the CVP.  The 
CVP Ratesetting Policies make it clear that when a feature (isolated or out of basin) 
benefits only a contractor (or group of contractors) that the costs will not be shared by all 
CVP contractors. To include investment for some contractors and not for others does not 
result in a fair or equitable proportion of what CVP costs are allocated to a project 
purpose.    

 
In addition to the federal government owning and operating the CVP, it has 

provided financing services to water contractors (districts) that could not find financing 
elsewhere to fund distribution systems.  Water contractors use distribution systems to 
convey water from the terminus of the CVP (turnouts) to the place of use (farmer fields).  
To protect the investment of the federal government, title to those facilities have been 
retained until the loan is fully matured.  At that point, the title transfer process can be 
initiated, and title reverts to the water contractor.  Title transfers are a complicated 
process and require great effort, which has resulted in distribution system loans maturing 
and title remaining with the federal government.  At present, there are about 10 
distribution systems where the title transfer has been initiated and likely more will take 
place as loans mature.  The federal government holding title to the water contractor 
distribution system does not make that investment part of the CVP, it simply secures the 
government’s investment until maturity. 
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., 

 
Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  
  
THE UNITED STATES, 
 

 

Defendant.  
  

SUPPLEMENTAL EXPERT DISCLOSURE 

Pursuant to Rule 26(a)(2)(C) of the Rules of the United States Court of Federal 
Claims (RCFC), defendant, the United States, makes the following disclosure of expert 
testimony.  This disclosure is based upon information reasonably available to us, and we 
reserve the right to supplement it as we obtain additional information.  This expert 
disclosure is a supplement to the disclosure of William Taylor that the Government 
served on August 12, 2021.  

 
The Government may call William Taylor to provide testimony that rebuts 

the opinions and anticipated testimony of plaintiff’s expert, Wiley Wright, 
concerning the appropriateness of relying upon the 1970/1975 CVP cost allocation 
versus the 2020 final CVP cost allocation for purposes of identifying those costs 
appropriate in defining repayment of the CVP when calculating proportionality and 
associated damages. Dr. Taylor holds degrees in Agricultural Economics from 
Purdue University (B.S. and M.S.) and University of Illinois (Ph.D.).  Dr. Taylor 
was an Assistant Professor of Agribusiness Management at Virginia Tech from 
1986 to1992 and maintained an Adjunct Professorship at the Ohio State University 
from 1992 to2004.  He has continuously been employed by the federal government 
starting in May 1992 with the U.S. Department of Agriculture (USDA) switching to 
the U.S. Department of the Interior (DOI) in 2004.  Bill has been a Bureau of 
Reclamation economist since December 2004, having served in the California Great 
Basin Region as an Economist in the Finance and Planning Divisions, and in the 
Denver Policy office as a Policy lead Economist for Economics and Planning.  Since 
October 2010, he has been involved in the Final Central Valley Project (CVP) Cost 
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Allocation in positions within the California Great Basin Region and Office of 
Policy and Programs.  

 
Mr. Wright presented two key points in his disclosure regarding the appropriate 

manner in which to define CVPIA proportionality for calculation of damages in case.  
Mr. Taylor’s anticipated responses to these points are summarized below, which is 
supported by an extended discussion of the relationship between CVPIA proportionality 
and CVP cost allocation principles.  
 

Plaintiff’s Point 1:  The prior CVP cost allocation (approved in 1970 and 
amended in 1975), which serves as the basis of Joint Exhibit 2, provides the most 
appropriate and least speculative measures of the proportionality limitation that should 
have applied during the damages period.  Any assessment of what power contractors 
should have paid during the damages period should reflect the facts and circumstances 
that existed at the time when the charges were levied. 
 

Mr. Taylor’s Response to Point 1:  The current CVP cost allocation (1975 short 
form reallocation) used to develop Joint Exhibit 2 is considered an “interim” cost 
allocation subject to change once the final cost allocation for the CVP was completed.  
Accordingly, the values presented in Joint Exhibit 2 were considered draft (and therefore 
non-binding) based on then-current assumptions on how CVP repayment was defined 
under CVPIA Section 3407(d). Water and power contractors were aware of the interim 
nature of the 1975 short form reallocation that was used in preparing Joint Exhibit 2, and 
many stakeholders (including NCPA) were closely involved in the development of the 
final cost allocation, which replaced all previous interim cost allocations.  Reclamation 
completed and approved the Final CVP Cost Allocation in January 2020, which outlines 
how repayment on the CVP is defined.  In addition, it is important to note that the values 
shown in Joint Exhibit 2 were never used to define proportionality under CVPIA as a 
different method was used to calculate payments into the Restoration Fund. 
 

Plaintiff’s Point 2: It is not appropriate to implement a retroactive application of 
the recently approved Final CVP Cost Allocation (2020) solely for purposes of 
performing damage calculations because it was not in effect during the damages period.  
Further, the Government does not plan to apply the Final Cost Allocation retroactively to 
re-calculate and re-bill contractors’ past CVP repayment amounts. The Government’s 
initial damage calculation is not reasonable or appropriate because it is based on post hoc 
adjustments to calculate the allocated costs for repayment of the CVP.  Post hoc 
adjustments are not appropriate because damages should reflect the charges that plaintiffs 
would have paid had the Bureau applied proportionality during the damages period based 
on then-extant data and the cost allocation studies and policies in effect at the time. 
 

Mr. Taylor’s Response to Point 2:  A retroactive application of the Final CVP 
Cost Allocation is required to implement a consistent definition of repayment of the CVP 
over the damages period pursuant to CVPIA Section 3407(d).  In fact, until the final cost 
allocation was completed, an approved definition of CVP repayment was not available to 
use for the purpose of calculating proportionality under CVPIA.  Utilizing a consistent 
definition of CVP repayment over time is critical particularly when time-series data are 
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used so that data in any given year are comparable to data across other years in the 
dataset.  As such, it would not be fair or equitable to utilize different interpretations of 
CVP repayment over time in calculating proportionality as suggested by the plaintiff.   
 
Background & Additional Discussion 

Mr. Wright has presented a perspective of how proportionality should be 
calculated without consideration of the underlying cost allocations that are used in his 
proposed calculation of damages in this case.  Allocations based on changing conditions 
result in transition over time, a concept significantly different from an audited financial 
statement that is set in perpetuity and certified accurate.  CVPIA true-up activities started 
in advance of the completion of the Final Cost Allocation due in part to work stoppages 
directed from Washington and complexities not anticipated by those preparing the effort.  
Reclamation worked to provide defendable predictions for a complicated process that 
was clearly not resolved.  Adjustments to preliminary estimates of CVPIA proportionality 
based on interim cost allocations of the CVP must be expected, particularly by active 
participants such as NCPA, of the nearly ten-year development period for the CVP Final 
Cost Allocation.  To suggest that “no post hoc adjustments are appropriate” clearly 
indicates a lack of understanding of the situation where development and adjustment by 
Reclamation to participants concerns, such as the plaintiffs collectively referred to by Mr. 
Wright as NCPA, continued to the very conclusion of the CVP Final Cost Allocation 
process.  NCPA’s letter of September 20, 2019 shared that “We appreciate your efforts to 
address all stakeholders’ primary concerns” and “NCPA supports your actions to make 
corrections to the cost allocation study” clearly recognizing that changes and corrections 
continued to take place well after most testimony in this matter.  Updates and adjustments 
are not ad hoc nor are they implemented to serve any purpose other than create a fair and 
equitable environment for future calculations of proportionality and support activities 
such as calculation of damages. 
 
History of CVP Cost Allocations 

Reclamation prepared its own report in 1946 on the allocation of costs and 
financial feasibility of the CVP.  This cost allocation was completed using an average of 
the Alternative Justifiable Expenditure (AJE) and use of facilities approaches.  This is the 
initial allocation of the CVP by methods that no longer would be acceptable to 
Reclamation or those that are charged with recovery of costs.  Subsequent development 
resulted in the United States Corps of Engineers (USACE), Federal Power Commission 
and Department of Interior announcing in 1956 that the Separable Costs Remaining 
Benefits (SCRB) approach would be consistently employed for cost allocations.  
Reclamation updated the CVP cost allocation in 1956 based on the SCRB approach.  
Beginning in 1956 annual adjustments to the cost allocation were made based on 
adjustments to project costs.  Updates to hydrologic data, USACE updates to flood 
control and navigation benefits and Reclamation updates to water supply and power 
accomplishments resulted in an updated SCRB cost allocation in 1960 for the CVP.  The 
addition of the San Luis Division resulted in a separate cost allocation for that unit.  At 
that time, there was sufficient need to unify and update the CVP cost allocation and a 
unified (predicated on combining bases – San Luis is Base 2) CVP cost allocation was 
completed in 1970.  In 1975 a “short form” reallocation was completed based on updates 
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principally to power from the 1970 allocation. All of cost allocations prepared through 
this timeframe are considered “interim” allocations. 
 

Title I of P.L. 99-546 (October 27, 1986) directed the Secretary undertake a 
“final” cost allocation study of the CVP and to implement such allocations no later than 
January I, 1988.  Reclamation undertook unsuccessful efforts in 1988, 1995, 2001 to 
fulfill Congress’s direction.  In 1992 GAO issued a report indicating that the CVP cost 
allocation was overdue and that a new method was needed.  The project continued to 
evolve after 1975 with new additions and the passage of the Central Valley Project 
Improvement Act.  Ultimately, in October 2010 an effort commenced that resulted in the 
January 2020 approved CVP Final Cost Allocation. 
 

Between 1975 (completion of the short form reallocation) and 2020 (passage of 
the final CVP allocation), annual updates to the cost allocations were prepared to reflect 
new costs and actual project accomplishments (as measured by water deliveries and 
power generation) in an effort to “true-up” the cost allocation. These annual cost 
allocation updates were used for recovery of project costs through water and power rates. 
The annual interim cost allocation serves as an estimate for recovery of construction costs 
of the CVP.  Until the Final CVP Cost Allocation was completed, the allocation of annual 
construction costs was simply an estimate based on the most recently available cost 
allocation and any annual adjustments to the CVP.  Change was always pending with 
expectations for resolution in 1988, 1995 and 2001, only to result in assured uncertainty 
until the Final Cost Allocation was completed.  While change was likely, and the impacts 
of that change were speculative at best, reliance on an interim cost allocation that would 
ultimately not be perpetuated became the norm.   
 

Completing the CVP Final Cost Allocation was a process that was undertaken in 
an extremely transparent manner.  Beginning with the kickoff meeting in October of 2010 
through December of 2019, there were many public meetings and multiple public 
comment periods in which NCPA frequently provided comments. The nature of the CVP 
cost allocation resulted in significant interest from water users, hydropower customers, 
and other interested parties, notably environmental interest groups.  Public meetings 
focused on the process and then refocused on issues that were raised from participants.  
Where Reclamation could comply with requests made by participants, changes were 
incorporated.  An excellent example was the use of a two-period two-cost allocation 
approach which was primarily at the request of power users.  Where Reclamation was 
limited by procedures, policy or regulation, some changes were discussed but not made.  
An excellent example of a request not being accepted would be the request to treat 
CVPIA restoration fund revenues as a separable cost to water and power users.  CVPIA 
revenues are, without question, not a separable cost of the CVP in any way and to treat 
them as a separable cost would demonstrate incompetence on behalf of the government.  
Ultimately water and power users agreed that the CVP Final Cost Allocation was 
acceptable (NCPA in September 2019), even if many interested parties noted that there 
was something they would have preferred to change for their benefit.   
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Dependence of CVPIA on the CVP Final Cost Allocation 
With the passage of CVPIA, issues regarding how receipts for CVPIA projects 

would be acquired and how CVPIA costs would be allocated for recovery commenced.  
Congress clearly set a CVPIA Restoration Fund Charge for water contractors that would 
be indexed annually.  Congress indicated that power receipts would be contingent on 
water receipts and adjusted for proportionality.  Proportionality relies on the CVP cost 
allocation to be computed.  Reclamation focused on receipts into CVPIA in the Revised 
Interim Guidelines: Restoration Fund Payments and Charges in 1993 with some updates 
and revisions in the 2003 Business Practice Guidelines for CVPIA Program Accounting 
and Cost Recovery (collectively, BPG).  Ultimately, proportionality was further clarified 
through the courts.  Proportionality remained dependent on the CVP cost allocation to 
define CVP repayment. 
 

CVPIA in most places defines a cost recovery or allocation process for each of the 
different activities.  Where the Act allocates costs to water and power collectively, it 
doesn’t define any further sub-allocation for cost recovery.  Where the Act is silent, a 
determination needs to be made for the purpose of cost recovery.  The initial focus of the 
BPGs dealt with the receipt side of the CVPIA and simply deferred recovery through 
silence.  In 2003, the BPGs deferred decisions on cost recovery (allocation).  An effort in 
2020 developed recommended practices for cost recovery, but they have been withdrawn 
during the administration transition period. 
 

Reading the 1993 BPGs provides some insight into the future due to the changing 
environment of CVP cost allocations.  When they were written, in the preceding interim 
CVP cost allocation (1975 short form reallocation) distribution and drainage service 
facilities constructed for or financed by the United States for the exclusive use of 
individual Water Contractors were included as part of the CVP investment supporting the 
water supply purpose.  By 1993, it had become clear that these assets of the United States 
solely serve the individual water contractor and that other individual water contractors 
had similar assets that were not constructed or financed by the United States.  Therefore, 
the 1993 BPGs directed that water distribution systems and drainage facilities be 
excluded from consideration in the repayment of the project.  Formal exclusion from the 
CVP cost allocation did not take place until approval and implementation of the CVP 
Final Cost Allocation in 2020.   
 

During the period between passage of the CVPIA in 1992 and completion of the 
CVP Final Cost Allocation in 2020, it was extremely difficult to respond to questions on 
how costs would ultimately be allocated for recovery in the CVP and hence CVPIA 
proportionality.  For most inquiries, the likely action was simply to perpetuate current 
practice until the final cost allocation was completed.  To do otherwise would require the 
subjective assessment of whether something would stay the same or not, and if not how it 
would change, and then to incorporate any changes.  This resulted in a general practice to 
perpetuate the current thinking even when there were strong indications of pending 
change. 
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An excellent example deals with how the aforementioned water distribution and 
drainage service facilities were handled.  By 1993, it was sufficiently clear to those 
allocating costs for repayment in the CVP that these facilities were not appropriate in 
computing the repayment proportions used by CVPIA.  However, it was not until 2020 
that this change was approved and implemented for both the CVP and CVPIA.  As such, 
when Reclamation responded to requests for data on CVP proportionality, as recently as 
2016 from this Court, the response was predicated on the then current cost allocation and 
not the recommendation from 1993 BPGs.  Once Reclamation had implemented the 
approved Final Cost Allocation in 2020, new documents were prepared for the Court 
reflecting the changes.  The change in how distribution and drainage systems facility 
costs is but one of several changes ultimately approved and implemented by the CVP 
Final Cost Allocation and outlined in a document that has been produced during the 
damages phase of discovery, bearing Bates No. GOV00000958-59. 
 
When/How to Implement Changes in Cost Allocations 

Reclamation requires that an initial allocation is made during plan formulation to 
provide a preliminary estimate of the financial feasibility of individual project elements 
and the project as a whole (PEC 01-02).  The initial allocation remains in effect until the 
final cost allocation, unless an interim cost allocation is performed.  For projects 
constructed over a longer period of time, or which are placed into service in stages, 
interim cost allocations are often performed to address major changes in the project plan 
which have an impact on allocation of costs (PEC 01-02).  When construction of the 
project is determined to be substantially complete, a final cost allocation is required.  This 
final allocation, therefore, determines actual reimbursable and nonreimbursable costs and 
is the basis for assignment of costs to beneficiaries for repayment (PEC 01-02).  In the 
CVP, the initial allocation was performed in 1946, followed by interim allocations in 
1960, 1970, and 1975, culminating in the final cost allocation in 2020. 
 

Cost allocated by the initial allocation are adjusted by interim allocations until the 
final cost allocation determines actual allocations for recovery.  Contractors seeking to 
repay their contracts early though prepayment provisions have a clause in their contracts 
permitting a true-up once the final allocation is completed.  Contractors in the CVP, 
whether water or power contractors, have this provision in their contracts and are 
intimately aware of this provision through the lengthy public process used for conducting 
and implementing the final cost allocation.   
 

CVPIA, based on the provisions and conditions of the CVP, has a similar 
relationship to the CVP Final Cost Allocation where annual updates to the ECO report 
reflect new and updated conditions.  Contractors repaying their CVP recovery obligations 
cannot pick the cost allocation (1946, 1960, 1970, 1975 or 2020) that provides them with 
the most favorable repayment obligations.  Similarly, CVPIA cost allocations will 
continue to be updated to the 2020 CVP Final Cost Allocation to determine their actual 
allocated costs.  The CVP Final Cost Allocation is the instrument that is intended for final 
cost allocations in the CVP, and allocation or assignments based on the CVP Final Cost 
Allocation.  Sub-allocation among water supply purposes continues to be updated 
annually based on long-term delivery proportions among irrigators, M&I contractors, 
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refuge and B2 deliveries.  Similarly, power allocations are sub-allocated on the 
proportion of project use and commercial power over time.  Sub-allocation adjustments 
should not be confused with initial, interim, and final cost allocation updates as they do 
not impact the allocation to the project purposes, only the suballocation to the ultimate 
end user. 
 
Relationship Between CVP and CVPIA 

The CVP was developed over a significant period of time and authorized by a 
myriad of authorities beginning in 1935 with PL 74-409 for the construction of Shasta 
Dam and more recently (1972) with PL 90-72 authorizing the San Felipe Unit.  The 
central theme with the addition of each unit or facility is that of operational and financial 
integration.  This concept is prevailing, but consideration for uniqueness exists.  For 
example, the San Luis Unit is principally a water supply facility with costs, other than 
some negotiated recreation and fish and wildlife costs, all assigned to water supply.  San 
Felipe Unit is integrated into the CVP for delivery of water, but the operation and 
repayment of that unit is separated and costs recovered solely from the two beneficiaries. 
 

CVPIA was an additional restoration program added to help implement mitigation 
activities that the piecemeal development of the CVP omitted.  The program identified an 
overall goal to increase fish population and a multitude of separate and distinct activities 
associated with that goal.  Congress recognized that some activities should be recovered 
from all project beneficiaries and some should be recovered from a much smaller group 
such as the federal and state taxpayers.  CVPIA is tied the CVP in that revenues into the 
Restoration Fund are to be proportional to the repayment of the CVP.  Similarly, cost 
recovery processes from water and power were not designated, so Reclamation relied on 
existing CVP allocation processes.   Much of the interpretation of CVPIA lies in the 
BPGs where implementation of the revenue proportionality is defined, and specific 
allocation of costs have been proposed and await approval.   
 
Implementing CVPIA actions and activities began significantly prior to defining the 
processes for CVPIA cost recovery.  Collection of CVPIA revenues began almost 
immediately while expenditures on actions and activities took time to be initiated.  Using 
program-wide measurements of CVPIA revenues and CVPIA expenditures, with 
adjustment for federal and state taxpayer contributions, there was little concern that 
revenues outpaced expenditures until after the CVP Final Cost Allocation process 
commenced.  Reclamation’s practice for allocating CVPIA costs has been to maintain 
close linkages and adherence to existing cost allocation procedures, even when selective 
individuals working most closely with the cost allocation started to feel the need for 
adjustments based on likely changes from the final cost allocation.  Implementation of the 
CVP Final Cost Allocation developed the framework for change, which was applied to 
CVPIA processes.  For the first time, Reclamation could provide coordinated guidance 
between CVP and CVPIA with respect to proportionality and cost allocation in 
accordance with the Final CVP Cost Allocation in 2020.   
 
The nature of the CVP cost allocation process is that changes occur annually.  This is the 
rational for a “ten-year rolling average as water and power customers’ respective 
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allocations of responsibility to repay CVP costs” rather than a constant calculation in 
determination of proportionality.  It is also important to recognize that the ten-year 
average is of the respective allocations of responsibility to repay and not the actual 
repayment amount.  The focus is on the proportion and not total repayment.  To maintain 
the focus on the proportion, the basis for repayment needs to be held constant, not the 
dollar amount, but rather what constitutes the CVP and repayment thereof.  Distribution 
and drainage service facilities financed by Reclamation were considered part of the CVP 
in previous allocations, but as early as 1993 this designation was determined to be errant 
and corrected in the CVP Final Cost Allocation, and therefore these facilities need to be 
removed from proportionality calculations.  
 
The damages computed by Reclamation acknowledge that change occurs annually.  A 
constant definition of the CVP was maintained for the computation of proportionality.  
Prior to 2019, the former cost allocation (1975 short form reallocation) was used to 
estimate the 10-year rolling average.  Any estimation of proportionality should reflect the 
facts and circumstances that existed at the time when the charges were 
levied.  Adjustments are appropriate because damages should reflect the charges that 
plaintiffs would have paid had the Bureau applied proportionality during the damages 
period based on then-extant allocation and with CVP Final Cost Allocation assumptions 
and policies. The definition of what is the CVP repayment has changed by the CVP Final 
Cost Allocation and adjustments need to be made to reflect a constant basis for 
proportionality.  Reclamation’s damages calculations retain the proportions in place 
annually but update to a consistent base the definition of the CVP; to do otherwise, would 
be errant.   
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

) 

NORTHERN CALIFORNIA POWER ) 

AGENCY, et al., ) 

) 

Plaintiffs, ) 

) No. 14-817C 
v. ) (Judge Tapp) 

) 

THE UNITED STATES, ) 

) 

Defendant. ) 

  ) 
 

DEFENDANT’S RESPONSES TO 

 PLAINTIFF’S THIRD SET OF INTERROGATORIES 

  
 Pursuant to Rule 33 of the Rules of the United States Court of Federal Claims (RCFC), 

defendant, the United States, serves its responses to the third set of interrogatories served by 

plaintiffs.   

THIRD SET OF INTERROGATORIES 
 
 

 
 

 

 

 

 
 

 
 
 
  

 

Appx0569

Case 1:14-cv-00817-DAT   Document 152-1   Filed 12/17/21   Page 572 of 597



3  

INTERROGATORY NO. 18 
 

For each of the fiscal years from fiscal year 2008 through the present, identify and describe in 

detail the manner in which You contend that the mitigation and restoration payment obligation 

should have been calculated and assessed against CVP Water and Power Users under CVPIA 

§ 3407(d)(2), had the payment obligation been calculated in accordance with the Federal 

Circuit’s opinion in NCPA v. United States. Provide the complete basis for Your calculation, 

including all underlying assumptions, computations, the data sources relied upon, and supporting 

legal bases. 

 
 

RESPONSE: 
 
 
 FY2008: CVP Water Users charges for mitigation and restoration should have been set at 

$8.79 for irrigation water and $17.57 for M&I water sold and delivered.  In order to escalate the 

$6.00 and $12.00 to FY2008 price levels, the index factor used was 1.4646.  The FY2008 power 

payment should have been set at $16,258,690.  That calculation is as follows: (FY2006 Water CVP 

Restoration Fund receipts/FY1997 – FY2006 Water’s CVP %) * FY1997 – FY2006 Power’s CVP %. 

($41,383,294/71.79%)*28.21%=$16,258,690. 

 

FY2009: CVP Water Users charges for mitigation and restoration should have been set at 

$9.06 for irrigation water & $18.12 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2009 price levels, the index factor used was 1.5102.  The FY2009 power payment 

should have been set at $13,503,198.  That calculation is as follows: (FY2007 Water CVP 

Restoration Fund receipts/FY1998 – FY2007 Water’s CVP %) * FY1998 – FY2007 Power’s CVP %. 

($34,715,244/72.00%)*28.00%=$13,503,198. 
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FY2010: CVP Water Users charges for mitigation and restoration should have been set at 

$9.11 for irrigation water & $18.23 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2010 price levels, the index factor used was 1.5189.  The FY2010 power payment 

should have been set at $10,142,430.  That calculation is as follows: (FY2008 Water CVP 

Restoration Fund receipts/FY1999 – FY2008 Water’s CVP %) * FY1999 – FY2008 Power’s CVP %. 

($25,915,511/71.87%)*28.13%=$10,142,430. 

 

FY2011: CVP Water Users charges for mitigation and restoration should have been set at 

$9.29 for irrigation water & $18.59 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2011 price levels, the index factor used was 1.5489.  The FY2011 power payment 

should have been set at $9,881,489.  That calculation is as follows: (FY2009 Water CVP Restoration 

Fund receipts/FY2000  – FY2009 Water’s CVP %) * FY2000 – FY2009 Power’s CVP %.  

($24,880,735/71.57%)*28.43%=$9,881,489 

 

FY2012: CVP Water Users charges for mitigation and restoration should have been set at 

$9.39 for irrigation water & $18.78 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2012 price levels, the index factor used was 1.5651.  The FY2012 power payment 

should have been set at $15,134,938.  That calculation is as follows: ((FY2010 Water CVP 

Restoration Fund receipts + FY2010 Friant Surcharge)/FY2001 – FY2010 Water’s CVP %) * 

FY2001 – FY2010 Power’s CVP %. ($37,287,203/71.13%)*28.87%=$15,134,938. 

  

FY2013: CVP Water Users charges for mitigation and restoration should have been set at 

$9.79 for irrigation water & $19.58 for M&I water sold and delivered.  In order to escalate the $6.00 
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and $12.00 to FY2013 price levels, the index factor used was 1.6321.  The FY2013 power payment 

should have been set at $16,018,394.  That calculation is as follows: ((FY2011 Water CVP 

Restoration Fund receipts + FY2011 Friant Surcharge)/FY2002 – FY2011 Water’s CVP %) * 

FY2002 – FY2011 Power’s CVP %. ($38,236,410/70.45%)*29.52%=$16,018,394. 

 

FY2014: CVP Water Users charges for mitigation and restoration should have been set at 

$9.99 for irrigation water & $19.98 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2014 price levels, the index factor used was 1.6652.  The FY2014 power payment 

should have been set at $16,723,209.  That calculation is as follows: ((FY2012 Water CVP 

Restoration Fund receipts + FY2012 Friant Surcharge)/FY2003 – FY2012 Water’s CVP %) * 

FY2003 – FY2012 Power’s CVP %. ($38,638,206/69.79%)*30.21%=$16,723,209. 

 

FY2015: CVP Water Users charges for mitigation and restoration should have been set at 

$10.07 for irrigation water & $20.14 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2015 price levels, the index factor used was 1.6787.  The FY2015 power payment 

should have been set at $11,705,565.  That calculation is as follows: ((FY2013 Water CVP 

Restoration Fund receipts + FY2013 Friant Surcharge)/FY2004 – FY2013 Water’s CVP %) * 

FY2004 – FY2013 Power’s CVP %. ($36,272,139/69.18%)*30.82%=$11,705,545. 

 

FY2016: CVP Water Users charges for mitigation and restoration should have been set at 

$10.21 for irrigation water & $20.41 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2016 price levels, the index factor used was 1.7008.  The FY2016 power payment 

should have been set at $5,494,851.  That calculation is as follows: ((FY2014 Water CVP Restoration 

Fund receipts + FY2014 Friant Surcharge)/FY2005 – FY2014 Water’s CVP %) * FY2005 – FY2014 
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Power’s CVP %. ($11,954,551/68.51%)*31.49%=$5,494,851. 

 

FY2017: CVP Water Users charges for mitigation and restoration should have been set at 

$10.23 for irrigation water & $20.45 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2017 price levels, the index factor used was 1.7045.  The FY2017 power payment 

should have been set at $3,646,993.  That calculation is as follows: ((FY2015 Water CVP Restoration 

Fund receipts + FY2015 Friant Surcharge)/FY2006 – FY2015 Water’s CVP %) * FY2006 – FY2015 

Power’s CVP %. ($7,701,357/67.86%)*32.14%=$3,646,993. 

 

FY2018: CVP Water Users charges for mitigation and restoration should have been set at 

$10.47 for irrigation water & $20.94 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2018 price levels, the index factor used was 1.7453.  The FY2018 power payment 

should have been set at $9,531,047.  That calculation is as follows: ((FY2016 Water CVP Restoration 

Fund receipts + FY2016 Friant Surcharge)/FY2007 – FY2016 Water’s CVP %) * FY2007 – FY2016 

Power’s CVP %. ($19,596,493/67.28%)*32.72%=$9,531,047. 

 

FY2019: CVP Water Users charges for mitigation and restoration should have been set at 

$10.63 for irrigation water & $21.26 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2019 price levels, the index factor used was 1.7717.  The FY2019 power payment 

should have been set at $16,799,921.  That calculation is as follows: ((FY2017 Water CVP 

Restoration Fund receipts + FY2017 Friant Surcharge)/FY2008 – FY2017 Water’s CVP %) * 

FY2008 – FY2017 Power’s CVP %. ($33,672,013/66.71%)*33.29%=$16,799,921. 

 

FY2020: CVP Water Users charges for mitigation and restoration should have been set at 
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$10.91 for irrigation water & $21.82 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2020 price levels, the index factor used was 1.8183.  The FY2020 power payment 

should have been set at $22,748,857.  That calculation is as follows: ((FY2018 Water CVP 

Restoration Fund receipts + FY2018 Friant Surcharge)/FY2009 – FY2018 Water’s CVP %) * 

FY2009 – FY2018 Power’s CVP %. ($44,743,673/66.29%)*33.71%=$22,748,857. 

 

FY2021: CVP Water Users charges for mitigation and restoration should have been set at 

$11.11 for irrigation water & $22.23 for M&I water sold and delivered.  In order to escalate the $6.00 

and $12.00 to FY2021 price levels, the index factor used was 1.8596.  The FY2021 power payment 

should have been set at $23,279,600.  That calculation is as follows: ((FY2019 Water CVP 

Restoration Fund receipts + FY2019 Friant Surcharge)/FY2010 – FY2019 Water’s CVP %) * 

FY2010 – FY2019 Power’s CVP %. ($44,957,672/65.88%)*34.12%=$23,279,600. 

 
The mitigation and restoration payments from CVP water users consists of initially setting the 

mitigation and restoration payments at $6.00 and $12.00 (October 1992 price levels) per acre-foot for 

irrigation and M&I water, respectively, sold and delivered.  Unless, prior to the start of the fiscal 

year, the mitigation and restoration payments from water users would cause the fund to exceed the 

$30 million (October 1992 price levels) per year over the three year period.  If that is the case, the 

$6.00 and $12.00 (October 1992 price levels) per acre-foot for irrigation water and M&I water, 

respectively, shall be lowered to ensure that the $90 million (October 1992 price levels) total will not 

be exceeded in the following year.  Any such reduction shall maintain the relative ratio of payment 

between irrigation water and M&I water. 

 

The calculation for determining the mitigation and restoration payments from power is as 
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follows:  ((Water CVP Restoration Fund receipts + Friant Surcharge)/Water’s CVP %) * Power’s 

CVP %. Water CVP Restoration Fund receipts use actual cash collections from two years prior and 

consist of pre-renewal payments, tiered water payments, water transfer payments, M&I surcharge 

payments and water’s mitigation and restoration payments.  Water’s CVP % means the ten year 

rolling average percentage for repayment of the CVP as identified in the cost allocation study which 

is assigned to the water supply function.  Power’s CVP % means the ten year rolling average 

percentage for repayment of the CVP as identified in the cost allocation study which is assigned to 

the commercial power function.  

A document entitled: “Damages Calculation_3/1/2021,” which we will produce in connection 

with our response to document request no. 1, provides further details, including input values, 

regarding this calculation. 
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INTERROGATORY NO. 19 
 

For each year of Your calculation of the mitigation and restoration payments at issue here, state 

the dollar amounts and percentages that You contend represent CVP Water Users’ and CVP 

Power Users’ “respective allocations for repayment of the Central Valley Project,” CVPIA 

§ 3407(d)(2), on a 10-year rolling average basis (see Joint Trial Exhibit 2). Provide the basis for 

these proportionalities in full, including all underlying assumptions, computations, the data relied 

upon, and supporting legal bases. 

 

RESPONSE: 
 
 
 We will produce a document entitled: “SUMMARY_CVPIA Croffset Alloc Scenarios -

_FY95-FY19_R (FINAL)_Litigation,” which is responsive to plaintiff’s document request no. 21, 

that provides the dollar amounts and the percentages of CVP Water Users and CVP Power Users 

respective allocations for repayment of the Central Valley Project.   

 A fundamental premise of our calculation of proportionality under the CVPIA methodology is 

that payments into the Restoration Fund will be distributed in accordance with the CVP plant-in-

service (construction) allocation.  Specifically, section 3407(d)(2)(A) of the CVPIA states: 

The amount of the mitigation and restoration payment made by Central 
Valley Project water and power users, taking into account all funds 
collected under this title, shall, to the greatest degree practicable, be 
assessed in the same proportion, measured over a ten-year rolling average, 
as water and power users' respective allocations for repayment of the 
Central Valley Project. 

 

In this context, CVP Water users are irrigation and M&I water contractors, and CVP Power 

users are commercial power contractor who are served by the Western Area Power Administration 

(WAPA).  
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The repayment obligations of CVP Water and Power users are derived from the annual CVP plant-in-

service cost allocation.  Repayment obligations do not reflect the allocation of routine operation and 

maintenance (O&M) costs.   

Our calculation of the CVPIA proportionality percentages, which is based upon a 

determination of the CVP plant-in-service allocation (and resultant repayment obligations), rests 

upon multiple assumptions regarding which costs are included or excluded from the calculations.   

o The CVPIA proportionality percentages are based on costs allocated in the Final CVP 

Cost Allocation Study (CAS), specifically the costs that are allocated to the authorized 

purposes of the CVP as part of the Separable Cost-Remaining Benefit (SCRB) cost 

allocation methodology.  

o The CVPIA proportionality percentages further reflect the sub-allocation of water 

supply and power costs that account for most of the repayment obligations assigned to 

irrigation, M&I, and commercial power. 

o The CVPIA proportionality percentages exclude direct assigned and certain other 

costs that are not part of the SCRB process.  

o We will produce a document entitled: “CVPIA TrueUp_Alloc Assumptions_ FINAL_ 

Litigation,” which is responsive to document request no. 21, that identifies the costs 

that were either included or excluded regarding our proportionality calculations. 

There are several key CAS assumptions used for CVPIA proportionality that are different 

than what was used historically (prior to finalizing the CAS): 

o Water distribution systems, including San Felipe Unit costs that are covered under 

repayment contracts, are excluded from the CVPIA proportionality percentages.  We 

will produce a document entitled: “2020-10-5 Distribution System Paper_clean  10-6-
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20,” which his responsive to document request no. 21, that discusses the rationale for 

the exclusion of these costs. 

o Interest during Construction (IDC) are excluded from the CVPIA proportionality 

percentages, although IDC is still part of CVP repayment. The rationale for excluding 

these costs is to ensure equitable treatment of IDC costs among the three reimbursable 

functions of the project. 
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INTERROGATORY NO. 21 
 

Identify each instance in which You retroactively revised, rebilled, credited, surcharged, or 

otherwise adjusted the CVP repayment amount previously paid by a CVP Water User or CVP 

Power User. For each instance, specify the date of the original charge and any retroactive 

adjustments, identify the CVP Water User or Power User involved, describe the underlying facts 

and circumstances, and identify the accounting records that support Your answer. 

 
 

RESPONSE: 
 
 Water contractor repayment is only adjusted when an error occurs.  The agency makes 

adjustments based on reconciliations only when an error in repayment has been identified.  

Reconciliations take place on an ongoing basis.  Power contractor repayment is performed by 

WAPA.  The sole purpose of an adjustment is to demonstrate errors in entering and accounting for 

how payments are credited. 
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INTERROGATORY NO. 23 
 

State whether You intend to revise, rebill, credit, surcharge, or otherwise adjust past M&R 

charges to, and associated revenue collections from, CVP Water Users and CVP Power Users 

other than Plaintiffs to accord with the Federal Circuit’s opinion in NCPA v. United States. 

Identify the applicable time period(s) for such treatment and provide the supporting legal bases 

for doing so. 

 
 

RESPONSE: 
 

 Reclamation does not intend to revise, rebill, credit, surcharge or otherwise adjust past M&R 

charges from other CVP Water Users and CVP Power Users.
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AS TO RESPONSES: 
 
 
_______________________ 
 
Spencer Walden 
 
 
Dated:  April 5, 2021   

SPENCER 
WALDEN

Digitally signed by 
SPENCER WALDEN 
Date: 2021.04.05 18:34:16 
-07'00'
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                                                                               BRIAN M. BOYNTON 
                                                                               Acting Assistant Attorney General 
 
                                                                               MARTIN F. HOCKEY, JR. 
                                                                               Acting Director 

                                     
                 /s/ Franklin White, Jr. 
       FRANKLIN E. WHITE, JR. 

                                                                              Assistant Director 
 
                                                                               P. DAVIS OLIVER         
                                                                               Senior Trial Counsel 
                                                                               Commercial Litigation Branch                               

                                                                    Civil Division 
                                                                    Department of Justice   
                                                                       Attn: Classification Unit 
                                                                    P.O. Box 580, Ben Franklin Station      
                                                                    Washington, D.C.  20044 
                                                                    Tele:  (202) 353-0516 

                                                                               Facsimile:  (202) 514-8624 
 

              Attorneys for Defendant 
 
 
 
April 5, 2021
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

) 
NORTHERN CALIFORNIA POWER ) 
AGENCY, et al., ) 

) 
Plaintiffs, ) 

) No. 14-817C 
v. ) (Judge Tapp) 

) 
THE UNITED STATES, ) 

) 
Defendant. ) 

  ) 
 

DEFENDANT’S RESPONSES TO 
 PLAINTIFFS’ FIFTH SET OF INTERROGATORIES 

  
 Pursuant to Rule 33 of the Rules of the United States Court of Federal Claims (RCFC), 

defendant, the United States, serves its responses to the fifth set of interrogatories served by 

plaintiffs.   

FIFTH SET OF INTERROGATORIES 
 
 

INTERROGATORY NO. 26 
 

Please explain in detail your understanding of how the dollar amounts and percentages shown in 

the “Capital Costs” chart at the bottom of Joint Exhibit 2 were developed. In addition to your 

narrative response explaining how the numbers were developed, please illustrate by using a single 

ten-year period as an example and show how the ten-year sums and constituent single-year dollar 

amounts were derived, including any formulas or calculations. For each dollar amount provided in 

your answer, please identify the relevant data source(s) and, if the document has been produced in 

discovery, specify the Bates number. 
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RESPONSE:   
 

** For each 10-year period listed in JX2, the capital costs shown is the sum of allocated 

capital costs over the preceding 10 years for Irrigation, M&I and Commercial Power, respectively.  

For example, for FY 2006-2015, the sum of allocated capital cost over that 10-year period for 

Commercial Power was $6,896,223,528.  Separate calculations were performed for Irrigation, M&I, 

and Commercial Power.  

** The 10-year rolling average percentage for each period listed JX 2 is the proportion of 

total reimbursable costs over that 10-year period for Irrigation, M&I and Commercial Power.  For 

example, for FY- 2006-2015, the total allocated costs are as follows: Irrigation ($15,632,829,707), 

M&I ($3,989,156,865), and Commercial Power ($6,896,223,528); the total across those three 

reimbursable functions is $26,518,210,100 ($15,632,829,707 + $3,989,156,865 + $6,896,223,528).  

Therefore, the 10-year rolling average percentage for Irrigation is 58.951 % ($15,635,829,707 / 

$26,518,210,000); M&I is 15.043% ($3,989,156,865 / $26,518,210,000); and Commercial Power is 

26.006% ($5,896,223,528 / $26,518,210,000). 

** The allocated costs to Irrigation, M&I, and Commercial Power in any one single year is 

derived from the CVP annual plant-in-service allocation; these annual values are not shown in JX 2.  

The annual plant-in-service allocation in any given year allocates all capital costs across the 

authorized purposes of the CVP and further sub-allocates water supply and power costs in order to 

assign costs for repayment by Irrigation, M&I, and Commercial Power.  Those annual values are 

presented in Worksheet W of the annual CVP plant-in-service allocation.1  The annual plant-in-

service allocations through FY-2016 are based on the cost allocation factors developed in the 1970 

Interim CVP Cost Allocation (as updated in 1975), and the costs allocated to the water supply and 

 
1 See GOV0004130-GOV0004153. 
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power purpose are sub-allocated using both actual and projected water deliveries and power 

generation at the time the plant-in-service allocation was completed.   

The illustration of the single ten-year period was provided in response to Request for 

Production 4-3; the native file name for this document is titled “Weighted Ave. Repayment 

Obligation 1993-2016.”2    

 
Fiscal Year Irrigation   M&I  Power  Total Water and Power  

2006   1,503,377,365          400,157,731         566,898,180     2,470,433,276   

2007   1,498,744,890          399,480,303         566,895,154     2,465,120,347   

2008   1,518,025,403          398,903,367         614,264,980     2,531,193,750   

2009   1,518,670,376          401,173,663         615,577,962     2,535,422,000   

2010   1,534,677,644          397,772,849         645,994,076     2,578,444,570   

2011   1,556,112,669          401,583,286         720,686,230     2,678,382,184   

2012   1,567,859,127          384,684,618         732,561,382     2,685,105,128   

2013   1,640,745,283          403,305,418         788,445,515     2,832,496,216   

2014   1,641,313,826          402,627,708         814,873,601     2,858,815,135   

2015   1,653,303,125          399,467,923         830,026,447     2,882,797,495   

2006-2015 15,632,829,707 58.951% 3,989,156,865 15.043% 6,896,223,528 25.006% 26,518,210,000 100% 

  

 
2 See GOV0001098. 
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INTERROGATORY NO. 27 
 

Please refer to the document entitled “CVPIA True-Up—Cost Allocation Assumptions,” 

GOV0000958-959. For each category of costs listed there, please state your understanding of 

whether such costs were included in or excluded from the allocations to Irrigation, M&I Water, or 

Commercial Power shown in Joint Exhibit 2 and the defendant’s response to plaintiffs’ 

interrogatory 25. 

 
RESPONSE: 
 

Based on our understanding of the CVP allocation process, we provide the following response 

regarding whether the costs identified in GOV00000958-59 were included or excluded from the 

allocations to Irrigation, M&I Water, or Commercial Power shown in JX 2 and our response to 

interrogatory 25:  

We indicate in bold below whether Reclamation, in developing JX 2, included or excluded 

the referenced costs from the CVPIA proportionality calculation.  After further analysis, Reclamation 

currently takes a different position with respect to whether certain of those costs should be included 

or excluded from the proportionality calculation.  The highlighted text below represents instances in 

which there is a discrepancy between JX 2’s inclusion or exclusion of certain costs and 

Reclamation’s current position regarding whether those costs should be included or excluded from 

the proportionality calculation.    

“Include” = included in the costs used to calculate CVPIA proportionality   

“Exclude” = excluded in the costs used to calculate CVPIA proportionality  

• Costs allocated only to the seven authorized purposes of the CVP in the Separable Cost-Remaining 
Benefits (SCRB) used in the Final Cost Allocation Study (CAS): NOT APPLICABLE  

• Fish & Wildlife Enhancement costs: EXCLUDED 

• Fish and wildlife “mitigation” costs: INCLUDE  
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• Wildlife Refuge – Reimbursable Level 2 costs: INCLUDE  

• Wildlife Refuge – Reimbursable B2 (Period 2 only; new cost): INCLUDE  

• Wildlife Refuge – Nonreimbursable Level 1 costs (Period 1 only): EXCLUDE  

• Wildlife Refuge – Nonreimbursable Incremental Level 4 costs: EXCLUDE  

• Pacific NW-Pacific SW Intertie (PACI) owned by WAPA: EXCLUDE  

• Water distribution systems (repayment contracts): INCLUDE  

• San Felipe Unit costs: INCLUDE 

• California-Oregon Transmission Project (COTP) owned by WAPA: EXCLUDE  

• Repayment obligations -- USACE (included in water rates): INCLUDE 

• WAPA retired assets (included in water rates): INCLUDE 

• Recreation – State/Local: EXCLUDE  

• Recreation (Los Banos): INCLUDE  

• Flood Control (Los Banos): INCLUDE  

• Direct Assign – Reimbursable fish and wildlife mitigation costs: EXCLUDE  

• Direct Assign – Nonreimbursable fish and wildlife mitigation costs (Federal): EXCLUDE  

• Direct Assign – Nonreimbursable fish and wildlife mitigation costs (State): EXCLUDE  

• Direct Assign – Safety of Dams costs (85% nonreimbursable share): EXCLUDE  

• Direct Assign – Safety of Dams costs (15% reimbursable share): INCLUDE 

• Direct Assign – State share San Luis Unit (55% percent of total costs): EXCLUDE  

• Direct Assign – Archaeological, Cultural, Historical: EXCLUDE  

• Direct Assign – Nonreimbursable Fish & Wildlife (Nimbus): EXCLUDE  

• Direct Assign – Nonreimbursable Recreation (San Felipe): EXCLUDE  

• Direct Assign – Nonreimbursable Fish & Wildlife (San Felipe): EXCLUDE  

• Direct Assign – Highway Improvement: EXCLUDE  

• Direct Assign – Kesterson Reservoir Cleanup: EXCLUDE  

• Direct Assign – Capitalized IDC on irrigation at New Melones (USACE): EXCLUDE  

• Direct Assign – Safety, Security and Law Enforcement: EXCLUDE  

• Direct Assign – American River Pumping Station: EXCLUDE  
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• Direct Assign – San Joaquin River Restoration Program (nonreimbursable): EXCLUDE  

• Authorized deferred use (not currently allocated): EXCLUDE  

• Folsom Safety of Dams not in repayment (not currently allocated): INCLUDE 

• CVPIA-authorized construction costs (not currently allocated): INCLUDE 

• Folsom-South Canal not in repayment (2018+ only; new cost): EXCLUDE  

• Transferred Assets (only while in plant in service): INCLUDE  

• Interest During Construction: INCLUDE 

• Capitalized OM&R/Replacements (after FY-13): INCLUDE 
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AS TO RESPONSES: 
 
 
_______________________ 
 
Spencer Walden 
 
 
Dated:  July 15, 2021   
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                                                                               BRIAN M. BOYNTON 
                                                                               Acting Assistant Attorney General 
 
                                                                               MARTIN F. HOCKEY, JR. 
                                                                               Acting Director 

                                                                                 
                 /s/ Franklin White, Jr. 
       FRANKLIN E. WHITE, JR. 

                                                                              Assistant Director 
 
                                                                              /s/ P. Davis Oliver 
                                                                               P. DAVIS OLIVER         
                                                                               Senior Trial Counsel 
                                                                               Commercial Litigation Branch                                     

                                                                    Civil Division 
                                                                    Department of Justice   
                                                                       Attn: Classification Unit 
                                                                    P.O. Box 580, Ben Franklin Station      
                                                                    Washington, D.C.  20044 
                                                                    Tele:  (202) 353-0516 

                                                                               Facsimile:  (202) 514-8624 
 

              Attorneys for Defendant 
 
 
 
July 15, 2021
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

) 
NORTHERN CALIFORNIA POWER ) 
AGENCY, et al., ) 

) 
Plaintiffs, ) 

) No. 14-817C 
v. ) (Judge Tapp) 

) 
THE UNITED STATES, ) 

) 
Defendant. ) 

  ) 
 

DEFENDANT’S RESPONSES TO 
 PLAINTIFFS’ SIXTH SET OF INTERROGATORIES 

  
 Pursuant to Rule 33 of the Rules of the United States Court of Federal Claims (RCFC), 

defendant, the United States, serves its responses to the sixth set of interrogatories served by 

plaintiffs.   

SIXTH SET OF INTERROGATORIES 
 

INTERROGATORY NO. 30 

 
With respect to Mr. Walden’s Expert Disclosure, please explain in detail whether and how Mr. 

Walden’s damages calculation depends upon the opinions of the Government’s other identified 

expert witnesses, Mr. Pavich and Dr. Taylor. 

 
RESPONSE: 

 
The damage calculation discussed in Mr. Walden’s Expert Disclosure is a mathematical 

calculation.  The inputs of the calculation are in part dependent on the results of Mr. Pavich and 

Dr. Taylor’s work and in part known historic data.  Some of the key data, historic power 

payments, historic water payments and historic power Base Resource percentages are not 

Appx0591
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dependent on other experts.  Cost allocations are not performed by Reclamation accountants and 

therefore “the respective allocation for repayment of the CVP” component of the calculation does 

depend on the work of Mr. Pavich.  
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AS TO RESPONSES TO INTERROGATIES 30-33: 
 
 
_______________________ 
 
Spencer Walden 
 
 
Dated:  October 25, 2021  
 
 
AS TO RESPONSES TO INTERROGATORY 34: 
 
 
____________________ 
 
William Taylor 
 
Dated:  October 25, 2021  
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                                                                               BRIAN M. BOYNTON 
                                                                               Acting Assistant Attorney General 
 
                                                                               MARTIN F. HOCKEY, JR. 
                                                                               Acting Director 

                                                                                 
                 /s/ Franklin White, Jr. 
       FRANKLIN E. WHITE, JR. 

                                                                              Assistant Director 
 
                                                                               P. DAVIS OLIVER         
                                                                               Senior Trial Counsel 
                                                                               Commercial Litigation Branch                                     

                                                                    Civil Division 
                                                                    Department of Justice   
                                                                       Attn: Classification Unit 
                                                                    P.O. Box 580, Ben Franklin Station      
                                                                    Washington, D.C.  20044 
                                                                    Tele:  (202) 353-0516 

                                                                               Facsimile:  (202) 514-8624 
 

              Attorneys for Defendant 
 
 
 
October 25, 2021
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 
__________________________________________ 
       )  
NORTHERN CALIFORNIA POWER AGENCY, )  
et. al,        ) 
       ) 
  Plaintiffs,    ) 
       ) 
  v.     ) No. 19-506 
       ) (Judge Tapp)  
THE UNITED STATES,    ) 
       ) 
       ) 
  Defendant.    ) 
       ) 
__________________________________________)  
 

DEFENDANT’S MOTION FOR SUMMARY JUDGMENT WITH APPENDIX 
 

 Pursuant to Rule 56 of the Rules of the United States Court of Federal Claims 

(RCFC), defendant, the United States, respectfully requests that the Court enter summary 

judgment in favor of the Government regarding the amount of damages to which 

plaintiffs are entitled following the Federal Circuit’s determination that the U.S. Bureau 

of Reclamation’s assessment of Mitigation and Restoration charges was not in 

accordance with Section 3407(d) of the Central Valley Project Improvement Act 

(CVPIA), Pub. L. 102-575, 106 Stat. 4600, 4706-4731, which requires that such 

assessments, “to the greatest degree practicable,” be proportional to plaintiffs’ 

“allocations for repayment of the Central Valley Project.”   Because plaintiffs’ damages 

calculation– in the amount of $81,872,385 – includes costs that are not allocated for 

repayment of the Central Valley Project (CVP), plaintiffs’ damages claim fails as a 

matter of law.  We respectfully request that the Court adopt our damage calculation –

$68,154,911 – which consistent with Section 3407(d) of the CVPIA, excludes costs that 
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are not allocated for repayment of the CVP.  We rely upon the following brief and the 

appendix attached hereto.  

PRELIMINARY STATEMENT 

 This case is particularly well-suited for disposal through summary judgment 

because uncontroverted facts establish that plaintiffs’ damages calculation improperly 

includes the costs of water distribution systems that do not contribute to and are not a part 

of the repayment of the Central Valley Project.  Because the proportional assessments to 

which plaintiffs are entitled, under section 3407(d) of the CVPIA, are equal to their 

“respective allocations for repayment of the Central Valley Project,” any non-CVP 

repayment costs, by definition, must be excluded from the proportionality calculation.  

Water distribution systems – which benefit only a single contracting entity, and are not 

integrated financially or operationally into the CVP – are a quintessential example of a 

non-CVP repayment cost.   Water distribution system costs are assigned directly to 

individual water contractors for repayment and represent infrastructure that lies outside 

the boundaries of the operationally integrated CVP.  Accordingly, the costs of water 

distribution systems should be excluded from the proportionality calculation that 

determines the appropriate measure of damages in this litigation.  

 Enacted in 1992, the CVPIA established the Central Valley Project Restoration 

Fund (Restoration Fund) to help finance the protection and restoration of fish and wildlife 

negatively impacted by the operation of the CVP.  To that end, the CVPIA required 

Reclamation to collect Mitigation and Restoration (M&R) charges – the charges at issue 

in this litigation – from CVP water and power contractors.  Section 3407(d) provides that 

“[t]he amount of the mitigation and restoration payment made by Central Valley water 
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and power users, taking into account all funds collected under this title, shall to the 

greatest degree practicable, be assessed in the same proportion, measured over a ten-year 

rolling average, as water and power users’ respective allocations for repayment of the 

Central Valley Project.”  

The CVP is a financially and operationally integrated multipurpose water resource 

project operated by the U.S. Bureau of Reclamation (Reclamation) that supplies water to 

more than 250 water contractors in the Central Valley, the San Francisco Bay, and the 

Santa Clara Valley.  A102.1  The CVP has eight authorized purposes: water supply, 

power, flood control, water quality, recreation, navigation, fish and wildlife enhancement, 

and fish and wildlife mitigation.  Id.  In accordance with congressional CVP project 

authorization, the costs for CVP facilities are to be reimbursed by project beneficiaries.  

Id. The bedrock principle underlying CVP repayment is that projects costs that provide 

common benefits be equitably distributed among project beneficiaries.  To that end, in 

1946, the Acting Commissioner of Reclamation submitted a letter to Congress regarding 

the proper allocation of CVP costs, which drew a “clear distinction . . . between the 

central features of the project[,] which will provide common services, and the irrigation 

water distribution systems [that] serve a single contracting unit.”  A543.   Specifically, 

the Commissioner emphasized that “[w]hatever supplementary distribution systems for 

irrigation water are necessary or desirable under the requirements of the reclamation law 

will be the subject of individual and separate repayment contracts . . . and will have no 

direct relationship to the central operation, control, and financial accounting of the 

Central Valley Project.”  Id.  By contrast,  “[t]he contractual terms under which [project] 

                                            
1 “A_” denotes a page of the appendix attached to this motion.  
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water is furnished will both reflect and form a part of the financial structure and 

operational arrangements of the central group of common features [that] provide the 

project supply of water (and power).” Id.   To put an even finer point on this distinction, 

the Commissioner confirmed that “[t]he centralized operation of the Central Valley 

Project ends at the point where the water is delivered on a canal-side or river-bank,” id., 

beyond that point, the “supplementary” water distribution systems exist outside the 

control and purview of Reclamation.    

 At bottom, water distribution systems, unlike CVP water delivery infrastructure, 

benefit only a single contracting entity and, accordingly, the costs of those distribution 

systems are born solely by those contractors, and are not allocated among project 

beneficiaries.  In other words, water distribution system costs are not part of the 

repayment of the CVP.  

 Despite the Commissioner’s 1946 letter drawing a clear distinction between the 

common CVP facilities to deliver water to the canal-side or river-bank – which are 

subject to CVP repayment –and water distribution system costs – which fall outside the 

purview of the CVP, Reclamation included water distribution costs in its interim CVP 

cost allocation in 1970 (and subsequently updated in 1975), which was used to define 

interim CVP repayment obligations until 2020.  In 2020, Reclamation issued a Final Cost 

Allocation Study (CAS) that established the final cost allocation factors for the 

authorized purposes of the CVP, which is used to determine repayment obligations for 

CVP facilities subject to the 2030 deadline for full repayment of CVP costs set by 

Congress.  The Final CAS officially rejected the 1975’s study’s inclusion of water 

distribution system costs in CVP repayment, finding that water distribution systems 
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benefit only a single contracting entity, and not the CVP as a whole.  Thus, the Final CAS 

concluded that water distribution systems should not be included in CVP repayment.   

 The Final CAS’s determination to exclude water distribution systems from CVP 

cost allocation process is not only consistent with the Commissioner’s 1946 letter to 

Congress but also with Reclamation’s 1993 Revised Interim Guidelines interpreting its 

obligations under the CVPIA.  The Revised Interim Guidelines state that “[t]he respective 

allocations for repayment of the Project shall be exclusive of any Water Contractor 

obligations to provide for the repayment of distribution and drainage service constructed 

for or financed by the United States for the exclusive use of individual Water 

Contractors.”  A63.   In other words, water distribution system costs are not part of the 

“repayment of the CVP” for purposes of calculating the proportionality assessment under 

section 3407(d) of the CVPIA.  

Plaintiffs will argue that they are entitled to damages that include water 

distribution costs in the calculation of a proportional assessment because the interim 

1970/1975 cost allocation – which was in effect during the damages period – included 

those costs in CVP repayment.  The problem with plaintiffs’ argument is that the 

inclusion of water distribution system costs in CVP repayment was an error, as 

recognized by Reclamation in its 1993 Revised Interim Guidelines, and officially 

corrected by the agency in the Final CAS.  Because the CVPIA does not authorize the 

inclusion of non-CVP costs in calculating the proportionality assessment, water 

distribution system costs, which relate only to a single contracting entity and are not 

shared by CVP beneficiaries, may not be included in calculating plaintiffs’ damages.   
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STATEMENT OF THE CASE AND FACTS 

I. Statement Of The Case 

The liability phase of this litigation centered on the proper interpretation of an 

environmental remediation statute that requires the Secretary of the Interior to collect $50 

million a year from CVP water and power contractors and to assess water and power 

users proportionately to their allocated CVP repayment “to the greatest degree 

practicable.”  The plaintiffs, Northern California Power Agency (NCPA), and the cities 

of Redding, Roseville, and Santa Clara, California, brought this lawsuit claiming that the 

Secretary of Interior unlawfully sought to collect $50 million a year to fund fish and 

wildlife restoration projects at the expense achieving proportionality in assessments 

between CVP water users and power users.  ECF No. 108 at 4.  The trial court granted 

judgment in favor of the Government, finding that the CVPIA prioritized the $50 million 

revenue requirement over achieving proportionality.  Id. at 15.  On appeal, the Federal 

Circuit reversed, finding that Reclamation’s long-standing practice of prioritizing the 

revenue requirement over proportionality was contrary to section 3407(d), which required 

the agency to assess CVP power and water users in proportion to their respective 

allocations of repayment of the CVP “to the greatest degree practicable.”  Northern 

California Power Agency et. al, v. United States, 943 F.3d 1091, 1098-99 (Fed. Cir. 

2019).   The Federal Circuit remanded to this Court for a determination of damages.  

II. Statement Of Facts 

A. The Central Valley Project 
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In 1935, Congress created the CVP, which is the nation’s largest Federal water 

management project and is one of the world’s largest water storage and conveyance 

systems.  ECF No. 108 at 2.  The CVP is a network of dams, reservoirs, levees, canals, 

pumping stations, hydropower plants, and other infrastructure that delivers water 

throughout the Central Valley of California and helps make it the most agriculturally 

productive region in the world.  Id. at 3.  Reclamation, which operates the CVP, has 

entered into hundreds of long-term contracts for the delivery of CVP water to various 

agricultural, industrial, and commercial entities in addition to municipal water agencies. 

Id. 

The CVP not only provides for the delivery of water to farms, businesses, and 

residents, but also, through CVP power plants, generates several billion kilowatt-hours of 

hydroelectric power annually.  Id.  The Department of Energy, Western Power 

Administration, as Reclamation’s agent, sells the hydroelectric power to power 

customers, such as NCPA. Id. 

 Under Federal reclamation law, Reclamation delivers water from CVP facilities to 

users pursuant to contracts that provide for the repayment of a share of the CVP’s capital 

construction costs, along with a share of operational and maintenance costs.  See 43 

U.S.C. § 485h(e).  CVP water customers are responsible for the vast majority of the CVP 

repayment costs.  ECF No. 108 at 3.   

B. The Central Valley Project Improvement Act 

Because the operation of the CVP has negatively affected the ecosystems of the 

Central Valley – including having a devastating effect upon California’s native fish 

population – Congress enacted the CVPIA in 1992.  Id.  The CVPIA amended the CVP’s 
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authorizing legislation by elevating “mitigation, protection, and restoration of fish and 

wildlife” to Project purposes on par with irrigation.  See CVPIA § 3406(a)(1)-(2); see 

also O’Neill v. United States, 50 F.3d 677, 686 (9th Cir. 1995) (“CVPIA marks a shift in 

reclamation law modifying the priority of water uses.”). 

The CVPIA directs Reclamation to conduct nearly two dozen actions to protect 

and restore fish and wildlife.  See CVPIA § 3406(b).  To help finance these projects, the 

CVPIA established the Restoration Fund, which requires Reclamation to collect $50 

million annually, in 1992 dollars, by assessing six different charges on “direct 

beneficiaries” of the CVP, i.e., CVP water and power contractors.  See CVPIA 

§§ 3407(c)(1) & (2); 3407(d)(1)(2)(A).  Those charges include the annual and mitigation 

restoration payments (M&R payments) that are at issue in this litigation.2  The M&R 

charge is the only charge that both CVP power users and water users pay.  ECF No. 108 

at 3.  The non-M&R charges apply only to CVP water users.  Id. 

Section 3407(c)(2) caveats the requirement to collect $50 million as follows: 

“[T]he Secretary shall impose such charges in fiscal year 1998 and in each fiscal year 

thereafter, subject to the limitations in subsection (d) of this section, as may be required 

to yield in fiscal year 1998 and in each fiscal year thereafter total collection equal to 

$50,000,000 per year  (October 1992 price levels).”  (Emphasis added.)  

Section 3407(d) states that “[t]he Secretary shall require Central Valley Project 

water and power contractors to make such additional annual payments [M&R charges] 

                                            
2   The other charges, which Reclamation refers to as “non-discretionary charges” 

are: (1) the Friant surcharge, (2) the contract pre-renewal charge, (3) the non-CVP water 
transfer charge, (4) the tiered water charge, and (5) the municipal and industrial water 
surcharge.   
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as are necessary to yield together with all other receipts, the amount required under 

paragraph (c)(2) of this subsection  [i.e, $50,000,000]; Provided, That such additional 

payments shall not exceed $30,000,000 (October 1992 price levels on a three-year 

rolling average basis) . . . . .”   Pursuant to this proviso, the Secretary’s obligation to 

collect $50 million is limited by a $30 million ceiling cap on M&R charges.  In addition 

to this “limitation” on the $50 million collection requirement, section 3407(d) contains 

four other provisos that qualify the Secretary’s funding mandate, including a 

“limitation” on the amount of M&R charges that CVP water contractors may be 

assessed. 

Following the five provisos is the proportionality provision at issue, which states: 

“[t]he amount of the mitigation and restoration payment made by Central Valley water 

and power users, taking into account all funds collected under this title, shall to the 

greatest degree practicable, be assessed in the same proportion, measured over a ten-year 

rolling average, as water and power users’ respective allocations for repayment of the 

Central Valley Project.” See Section 3407(d).   

C. Reclamation’s Assessment Of M&R Charges  

Since the enactment of the CVPIA in 1992, Reclamation prioritized the mandate 

to collect $50 million over ensuring that CVP water users and power users pay in 

proportion to their respective repayment allocations.  ECF No. 108 at 4.   In that respect, 

prior to the Federal Circuit’s decision, Reclamation never understood the proportionality 

provision to be one of the “limitations” that constrain the Secretary’s obligation to collect 

$50 million. Id.  To that end, Reclamation requested from Congress $50 million in 

funding for the Restoration Fund (in 1992 dollars) each year from Fiscal Year 2008 
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through Fiscal Year 2018.  Except for Fiscal Year 2013, when Congress passed a full-

year continuing resolution, Congress has adopted Reclamation’s proposed appropriation 

language, which directs Reclamation to “assess and collect the full amount of the 

additional mitigation and restoration payments as authorized by section 3407(d).”  Id.  

Because the non-M&R sources of revenue failed to sufficiently materialize to allow 

Reclamation to meet the $50 million target, Reclamation interpreted the directive to 

“collect the full amount” of M&R payments as requiring the agency to collect the 

maximum amount of M&R payments permitted by section 3407(d) (i.e., $30 million).  Id. 

To reach the $30 million M&R ceiling, Reclamation charges CVP water users the 

maximum amount permitted by section 3407(d), which limits water payments to “$6 per 

acre-foot for agricultural water sold and delivered by the Central Valley Project” and 

“$12 per acre-foot for municipal and industrial water sold and delivered by the Central 

Valley Project.”  Because there is no analogous dollars per mega-watt hour cap on what 

CVP power customers may be charged, Reclamation assesses CVP power customers the 

difference between what the agency charges CVP water customers and the $30 million 

M&R collection ceiling. Id.  

Due to the statutory cap on what Reclamation may charge water customers and 

the statutory requirement to collect up to the $30 million M&R ceiling, hydrology 

determined what CVP power customers paid, under Reclamation’s methodology.   When 

water deliveries were low, Reclamation’s assessments from power customers resulted in 

their payments exceeding their proportion of the CVP repayment costs.  Specifically, in 

drought years, CVP water users’ M&R payments were depressed, which, in turn, 
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increased the CVP power customers’ M&R payment obligation in order to reach the $30 

million M&R collection ceiling. 

D.  Plaintiffs’ Illegal Exaction Lawsuit 

In September 2014, plaintiffs filed suit in this Court, seeking recovery of 

payments that they claim were unlawfully assessed and collected by Reclamation under 

section 3407(d).  In their illegal exaction claim, plaintiffs argue that Reclamation has 

ignored the proportionality provision in section 3407(d) and that, as a result, Reclamation 

has overcharged CVP power customers in excess of $120 million.  ECF No. 108 at 6.  

The Government moved to dismiss the complaint on the ground that Reclamation acted 

well within its statutory discretion to assess disproportionate payments and, thus, there 

could be no illegal exaction.  Id.  This Court held that it possessed jurisdiction to entertain 

NCPA’s illegal exaction claim and that NCPA properly alleged such a claim. Id.  

In January 2018, the Court conducted a trial that was limited to the issue of the 

Government’s liability and did not address damages.  Id.  Following trial, the Court 

rejected NCPA’s arguments and directed that the complaint be dismissed.  Id.  This Court 

held that section 3407(c) of the CVPIA contains a $50 million collection target that is 

expressly “subject to the limitations in subsection (d).”  Id.  The Court agreed with our 

position that the proportionality provision in section 3407(d) is not one of the five 

“limitations in subsection (d)” that qualify the $50 million collection requirement, which 

means the $50 million collection requirement takes priority over the requirement to 

assess CVP water users and power users proportionately “to the greatest degree 

practicable.”  Id. 
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Plaintiffs appealed to the Federal Circuit, which reversed this Court’s decision.  

The Federal Circuit held that the proportionality provision is one of the “limitations in 

subsection (d)” that supersedes the $50 million collection requirement and, hence, 

proportionality takes precedence over the funding mandate.  Northern California Power, 

921 F.3d at 1098.  The Court held that the plain meaning of the term “limitations” 

supports plaintiffs’ argument, and stated that “[a]bsent a clear indication that Congress 

intended otherwise, we must conclude that the proportionality requirement is a true 

‘limitation’ as that word is used in the statute, and as a result, that the requirement takes 

priority over the $50 million collection requirement.”  921 F.3d at 1098.  The Federal 

Circuit remanded the matter for a determination of damages owed to plaintiffs.  921 F.3d 

at 1099.  

E. The Parties’ Respective Damages Calculations  

The parties agree on the formula for calculating damages. A160.   Damages are 

equal to the difference between what Reclamation assessed plaintiffs during the damages 

period and the proportional amount that Reclamation should have assessed under section 

3407(d) of the CVPIA.  Id.  The parties agree on the amount that Reclamation assessed 

during the damages period.  The dispute centers on what amount Reclamation amount 

should have assessed to satisfy the proportionality requirement.  Specifically, the parties 

do not agree on the proper measure of the “respective allocations for repayment of the 

Central Valley Project.”  Plaintiffs’ damages calculations rely upon a document labeled 

Joint Exhibit 2, which was admitted into evidence at trial.  A599.  Joint Exhibit 2 sets 

forth the ten-year rolling averages of CVP capital costs; the document was not developed 

for the specific purpose of calculating CVPIA proportionality pursuant to Section 
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3407(d).  Id.   Joint Exhibit 2, which is based on the 1975 cost allocation study, includes 

water distribution costs in the calculation of CVP capital costs, and in doing so, Joint 

Exhibit 2 repeats that study’s error, which was later corrected by the Final CAS.  Joint 

Exhibit 2 does not represent the “allocated” costs of repayment of the CVP, nor does it 

apply the specific policy guidance in place at the time, the 1993 Revised Interim 

Guidelines.  A63.  Based on Joint Exhibit 2, plaintiffs will likely assert that the Court 

should award $81,872,385 in damages.  A146. 

Our damages calculation, by contrast, does not repeat the error contained in the 

1975 cost allocation study, namely the inclusion of water distribution system costs in the 

CVP repayment.  Instead, our damages calculation excludes water distribution system 

costs because those costs, for the reasons explained below, are not part of the CVP 

repayment.  In addition, our methodology utilizes a two-year lag in calculating power’s 

M&R assessment.  A94-95.  For example, to determine power’s M&R payment for fiscal 

year 2021, Reclamation uses allocation data from FY 2010-2019 – the most recent 10-

year average allocation for repayment of CVP – and actual water receipts from FY2019 – 

the most recent data for water receipts.  Id.   For the sake of consistency, we used the 

two-year lag approach for the entire damage period.  Our damage calculation is 

$68,154,911.   A96.   

Almost the entire difference between the parties’ respective damages calculations 

stems from the inclusion or exclusion of water distribution system costs.3   

                                            
3 Aside from water distribution system costs, there are a number of additional 

costs that the Final CAS excluded from CVP cost allocation that Joint Exhibit 2 included.  
The rationale for their exclusion is identified in the attached witness disclosure.  A178. 
Apart from arguing that the Final CAS assumptions cannot be retroactively applied for 
purposes of calculating damages, it is not clear that plaintiffs will have any basis for 
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ARGUMENT 

I. Summary Judgment Standard 

Summary judgment is appropriate “if the movant shows that there is no genuine 

issue of material fact and the movant is entitled to judgment as a matter of law.”  RCFC 

56(a).  A genuine issue of material fact is one that can change the outcome of the 

litigation.  See Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 247-48 (1986).  The 

moving party bears the burden of demonstrating the absence of any genuine issues of 

material fact.  See Celotex Corp. v. Catrett, 477 U.S. 317, 325 (1986).  It “may discharge 

its burden by showing the court that there is an absence of evidence to support the 

nonmoving party’s case.”  Dairyland Power Co-Op v. United States, 16 F.3d 1197, 1202 

(Fed. Cir. 1994).  Once the moving party satisfies its burden, the nonmoving party must 

establish a genuine issue of material fact and cannot rest on mere allegations, but must 

present actual evidence.”  Crown Operations Int’l, Ltd. v. United States, 289 F.3d 1367, 

1375 (Fed. Cir. 2002).  To do so, it “must do more than simply show that there is some 

metaphysical doubt as to the material facts . . . . Where the record taken as a whole could 

not lead a rational trier of fact to find for the nonmoving party, there is no genuine issue 

for trial.”  Scott v. Harris, 550 U.S. 372, 380 (2007).  Nonetheless, “[a] nonmoving 

party’s failure of proof concerning the existence of an element essential to its case on 

which the nonmoving party will bear the burden of proof at trial necessarily renders all 

other facts immaterial and entitles the moving party to summary judgment as a matter of 

law.”  Dairyland Power Co-op, 16 F.3d at 1202.  In considering a motion for summary 

                                            
disputing the rationales for their exclusion.  And, as we demonstrate, plaintiffs’ objection 
to so-called retroactive application of the Final CAS lacks merit.  
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judgment, “all justifiable inferences are to be drawn in the non-movant’s favor.”  Yates v. 

United States, 588 F.3d 1369, 1371 (Fed. Cir. 2009). 

II. The Government’s Damages Calculation Correctly Excludes Water 
Distribution System Costs Under Section 3407(d) Of The CVPIA   
 
Under Section 3407(d) of the CVPIA, plaintiffs’ M&R payment must, “to the 

greatest degree practicable,” be proportional to their “respective allocations for 

repayment of the Central Valley Project.”  The sine qua non of CVP repayment is the 

repayment of facilities that are financially and operationally integrated in the CVP.  Such 

facilities provide common services and confer common benefits the costs of which are 

allocated equitably among project beneficiaries.   Water distribution systems, by contrast, 

do not confer benefits on any project beneficiaries other than the single contracting entity 

that operates the system.  Water distribution system costs, likewise, are born by a single 

contracting entity alone, and are not pooled with CVP project costs.  In short, water 

distribution systems are not part of the financially operationally integrated CVP, and 

therefore, water distribution system costs fall outside of the “repayment of the CVP.”  

Moreover, plaintiffs’ argument that excluding water distribution systems from the 

damages calculation is an impermissible retroactive application of the Final CAS is 

meritless because the issue is whether those costs are for “repayment of the Central 

Valley Project” under the CVPIA, which they are not.  As early as 1946, Reclamation 

correctly recognized that water distribution systems fell outside the purview of the CVP.  

A543.  Plaintiffs should not benefit from an error in the 1975 cost allocation study – later 

corrected by the Final CAS – where the facts, all along, have revealed that water 

distribution systems are stand-alone entities and are not part of the repayment of the 

CVP.  
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A. Because Water Distribution Systems Are Neither Financially Nor 
Operationally Integrated in the CVP, They Are Not Part Of CVP 
Repayment  
 

The CVP’s defining feature is the fact that it is a financially and operationally 

integrated multipurpose water project.  See Westland Water Dist. v. United States, 153 F. 

Supp. 2d. 1133 1173 (E.D. Cal. 2001) (“The Bureau holds rights to all water in the CVP, 

as an appropriator under permits from the California State Water Resources Control 

Board, which it uses to operate the CVP as integrated unit.”); id. at 11158 (“Interior’s 

discretion to manage the CVP as an integrated whole makes reasonable the diversion and 

use of Sacramento River and Delta water through the San Luis unit to satisfy vested, 

senior, contractual water rights held by Exchange Contractors.”); Morici Corp. v. United 

States, 491 F. Supp. 466, 490-91 (E.D. Cal. 1980) (“The Central Valley Project is 

operated as an integrated whole, rather than as a number of separate, isolated parts, 

because water releases at any one facility must be coordinated with releases at other 

facilities in that river basin.”); Gustine Land & Cattle Co. v. United States, 174 Ct. Cl. 

556, 605 (1966) (“The first integrated operation of the Central Valley Project occurred in 

August 1951, upon the completion of the initial features of the Delta-Mendota Canal.”).  

Congressional authorizations of CVP facilities further underscore the point.  For 

example, in 1955, Congress enacted the Trinity River Division Act, which authorized the 

construction of power plants in Trinity County.  The Act states that “the operation of the 

Trinity River division shall be integrated and coordinated, from a financial and 

operational standpoint, with the operations of other features of the Central Valley Project 

. . . .”  Pub. L. No. 84-386, 69 Stat. 719 (1955); see also Trinity Cty. Pub. Utilities Dist. v. 

Harrington, 781 F.2d 163, 165 (9th Cir. 1986) (“The plain language of the Trinity and 
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New Melones Acts, which provides for the integration of the Trinity and New Melones 

plants into the CVP system, defeats appellants argument that Congress intended them to 

receive energy exclusively from the Trinity or New Melones plants.”)  

There are stark differences between the operational integration of the CVP and the 

operational independence of individual water distribution systems.  For instance, 

Reclamation operates the CVP in close coordination with the California Department of 

Water Resources and its operation of the State Water Project (SWP).  See Tehama-

Colusa Canal Auth. v. U.S. Dep’t of Interior, 819 F. Supp. 2d 956, 965-66 (E. D. Cal. 

2011), aff’d sub nom. Tehama-Colusa Canal Auth v. U.S. Dep’t of the Interior, 721 F.3d 

1086 (9th Cir. 2013).  The integrated operations of the CVP and SWP are prescribed 

through a Coordination Operations Agreement that outlines each Project’s obligations, 

goals, and expectations in meeting requirements of the SWP’s State of California water 

rights along with other permitting conditions.  Id.  CVP operations are coordinated to 

obtain maximum yields and to deliver water into the main river channels and canals of 

the project in the most efficient and economical manner.  A398.  

By contrast, the operation of a contractor’s individual water distribution system is 

not Reclamation’s responsibility; it is the sole responsibility of the contractor.  For 

example, a standard provision in a water distribution system contract states that “[u]pon 

substantial completion of the distribution system, or otherwise determined by the 

Contracting Officer,  and following written notification, the care, operation, and 

maintenance of any or all of the distribution system shall be transferred to the 

Contractor.”  A12.  In other words, the contractor operates the water distribution facility 

to meet the needs of its district and to meet the various needs of its water district 
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independent of the operations of the CVP.  As the Commissioner affirmed in his 1946 

letter to Congress, Reclamation’s responsibility for water delivery ends at river-side or 

canal side; what happens to the water once it is in the water distribution system is the 

responsibility of the individual contractor and is outside Reclamation’s purview.  A543.   

Likewise, there is a clear distinction between the financial integration of the CVP, 

as exemplified by the Reclamation’s water rate policy and the repayment schedule of 

water distribution systems.   The water rate-setting process is used to calculate water 

service rates that recover the Federal investment in constructing, operating, and 

maintaining the CVP.  A486.  The underlying principle behind the rate-setting process it 

that the CVP contractors benefit from the common services of the CVP, they should 

share in the repayment of the CVP.    

Conversely, rate-setting policy makes clear that “[t]he costs of isolated or out-of-

basin facilities are the direct repayment responsibility of the contractor or group of 

contractors who benefit from the services provided by the facilities” and “repayment for 

operation of isolated or out-of-basin facilities . . . will not be shared by the other CVP 

contractors.”  A594.  In other words, facilities, such as water distribution systems, that 

only benefit a single contractor (or group of contractors), rather than the CVP as a whole, 

do not share in CVP repayment.  Indeed, a standard water distribution contract provides 

that the contractor will pay the United States the actual costs incurred in constructing the 

distribution system.  A7.  The costs of the distribution system are borne by the individual 

contractor alone and are not allocated among CVP project beneficiaries because water 

distribution systems benefit only that single contractor.  Quite simply, water distribution 

system costs are not allocated for repayment of the CVP.    
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B. Plaintiffs’ Damages Theory Fails Because The CVPIA Does Not 
Authorize The Inclusion Of Water Distribution System Costs   
 

Plaintiffs’ primary argument is that the Government’s retroactive application of 

the Final CAS’s exclusion of distribution costs for purposes of calculating damages is 

improper, and that the Government should have utilized the assumptions of the 1975 cost 

allocation study that included distribution costs.  Emblematic of plaintiffs’ argument is its 

reliance upon Joint Exhibit 2 for purposes of calculating damages, which consistent with 

the 1975 cost allocation study, includes distribution system costs in calculating the 10-

year rolling average of CVP capital costs.  Plaintiffs’ argument that Joint Exhibit 2 

represents Reclamation’s contemporaneous calculation of the CVP repayment allocation 

percentages is contradicted by trial testimony.   

Dr. Mooney, Reclamation’s program manager for the administration of the 

CVPIA, testified that Reclamation did not calculate the target allocation (i.e., the 

proportional M&R assessment) each year.  A292 (Tr. 537: 10-17).   And Gail Trujilio-

Bixby testimony, as the CVPIA accountant, regarding Joint Exhibit 2, is too equivocal to 

support plaintiffs’ argument.   When asked at trial about whether Joint Exhibit 2 

represents commercial power’s repayment allocation of the CVP, Ms. Trujilio-Bixby 

stated that “I’m not an expert in these numbers.”  A299 (Tr. 347:10-13).  When pressed, 

Ms. Trujilio-Bixby stated “That’s what this table says.” Id. (Tr. 347:15).  However, Joint 

Exhibit 2 does not reference an “allocation for repayment,” it simply references CVP 

capital costs, which is a separate concept.  A599.  

In any event, whether Reclamation would have included the distribution system 

costs in its proportionality calculation at the time of the illegal exactions is irrelevant.  

Because this is an illegal exaction case, damages are the difference between what 
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plaintiffs paid and what assessment the statute authorizes.  See Norman v. United States, 

429 F.3d 1081, 1095 (Fed. Cir. 2005) (“An illegal exaction . . . involves money that was 

‘improperly paid, exacted, or taken from the claimant in contravention of the 

Constitution, a statute, or a regulation’”) (quoting Eastport S.S. Corp. v. United States, 

372 F.2d 1002, 1007 (1967)).  In order to include distribution costs in the proportionality 

calculation, under section 3407(d) of the CVPIA, those costs have to be “allocated for 

repayment of the Central Valley Project.”  As the Acting Commissioner observed in his 

1946 letter to Congress, water distribution systems “have no direct relationship to the 

central operation, control, and financial accounting of the Central Valley Project.”  A543. 

In like vein, Reclamation’s 1993 Revised Interim Guidelines unequivocally states that 

“[t]he respective allocations for repayment of the Project shall be exclusive of any Water 

Contractor obligations to provide for repayment of distribution and drainage service 

constructed for or financed by the United States for the exclusive use of individual Water 

Contractors.”  A63.  As we have demonstrated, because water distribution system costs 

do not share in the repayment of the CVP, they should be excluded from the calculating 

proportionality under section 3407(d) of the CVPIA.   

CONCLUSION 

  For the reasons stated above, we respectfully request that the Court grant 

our motion for summary judgment.  

 
 
Respectfully submitted, 

 
 

     BRIAN M. BOYNTON 
     Acting Assistant Attorney General 
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CERTIFICATE OF ELECTRONIC FILING 

 I hereby certify under penalty of perjury that on this 17th day of December, 2021, a 

copy of the foregoing “DEFENDANT’S MOTION FOR SUMMARY JUDGEMENT 

WITH APPENDIX” was filed electronically.  I understand that notice of this filing will 

be sent to all parties by operation of the Court’s electronic filing system. Parties may access 

this filing through the Court’s system. 

 

 

s/  P. Davis Oliver 
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UNITED STATES 
DEPARTMENT OF THE INTERIOR 

BUREAU OF RECLAMATION 
Central Valley Project, Cslifornia 

COll'l'RAC'l BETWEEN THE UNITED STATES OF AMERICA 
ARD THE DUNNIGAN WATER DISTRICT PROVIDING F<l.l 

CONSTRUCTION OF A DISTRIBUTION SYSTEM 

Contract No. 
14-06-200•83 UA 

TRIS C(lffRACT, made this w_ day of Pcce/J[be,.~ • 1975, 

in pursuance generally of the Act of June 17, 1902 (32 Stat. 388), and 

acts amendatory thereof or supplementary thereto, all collectively 

hereinafter referred to as the Federal reclamation laws, between THE 

UNlTED STATES OF AMERICA, hereinafter referred to as the United States, 

and the DIJNNIGAN WATER DISTRICT, hereinafter referred to as the 

COntractor or District, a public agency of the State of California, duly 

organized, existing, and acting pursuant to the laws thereof, with its 

principal place of business in Woodland, CSlifornia, 

WITNESSETH, That: 

EXPLANATORY RECITALS 

WHEREAS, the United States is constructing and operating the 

Central Valley Project for the purpose, among others, of furnishing 

water for irrigation, municipal, domestic, and other beneficial uses; 

and 

Preamble 
Explanatory Recitals--
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11. 

WHEREAS, the United States will furnish Central Valley 

Project water to the Contractor pursuant to the contract with the 

Contractor, No. 14-06-200-399A, dated February 5, 1963, or as it may 

hereafter be amended, renewed, or extended; and 

WHEREAS, in order to utilize the water supply made available 

under the aforesaid contract, the Contractor desires that a general 

distribution and lateral system be constructed by the United States; 

and 

WHEREAS, the United States is willing to undertake the con

struction of the distribution s~stem under the conditions hereinafter 

set forth; 

NW, THEREFCJlE, in consideration of the covenants herein 

contained, it is agreed as follows: 

DEFINITIONS 

1. When used herein, unless otherwise distinctly expressed or 

manifestly incompatible with the intent hereof, the term: 

(f) 

(a) "Secretary" or "Contracting Officer" shall mean the 

Secretary of the Interior or his duly authorized representative; 

(b) "Project" shall mean the Central Valley Project, 

California, of the Bureau of Reclamation; 

.. Shah 
lllean the ca I 

2 

endar \J't!!A... - • 

--Explanatory Recitals 
Article 1--

.. ,, 
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(c) "canal" shall mean the Tehama-C:Olusa canal or any 

alternative facilities provided by the United States and used 

in whole or in part for the furnishing of water to the Contractor; 

(d) "dbtribution system" shall mean the general distri

bution and lateral system, related distribution works, or a 

portion or portions thereof, facilities for the integration of 

groundwater, a d~ainage system, office and shop buildings, and all 

lands and interests in lands connected therewith. The distri

bution system shall include such pipelines and related works as 

are necessary to deliver water from the Canal to selected delivery 

points of the Contractor; 

(e) "year" shall mean the calendar year; and 

(f) ''water service contract" shall mean the contract, 

No. 14-06-200-399A, between the Contractor and the United States. 

COHffl.UCTION OF DISTRIBUTION SY&'TEK AND LIMIT OF EXPENDITURES THEREFOR. 

2. (a) To the extent that funds may now or hereafter be avail

able, the United States will expend toward construction of a distribution 

system a sum not in excess of $5,928,000; or so much thereof which the 

contracting Officer deems necessary for the completion of said system: 

Provided, That said sum is subject to increase or decrease by mutual 

agreement based upon fluctuations in construction cost indicators as 

determined by the Contracting Officer between the date of execution of 

3 --Articles 1 - 2--
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this contract and the award of the contract for construction of the 

distribution system. The distribution system will be constructed so 

as to provide service to a total of approximately 8,885 acres of 

irrigable land within the Contractor's service area. The contractor 

shall construct the works necessary to deliver water from the distri• 

bution system as finally approved for construction to such additional 

irrigable acreage for which service is not initially provided. The 

distribution system will not include the Canal or Canal right-of-way, 

the canalside pumping plants, nor any other facilities or structures 

located therein, except as the same are required for handling water after 

delivery thereof to the Contractor from the Canal. Necessary relift 

pumps located away from canalside for reasons of economy are deemed to 

be water supply works and will be furnished as part of the canalside 

pumps pursuant to the water service contract. The general type and 

layout of the distribution system shall be subject to review and approval 

of the Contractor, evidenced by a resolution of the Board of Directors 

prior to commencement of construction of the distribution system. 

(b) 'l'he United States and the Contractor recognize that 

drainage works may be required from time to time for the preservation 

of the Contractor's lands. Funds provided under this contract may be 

used toward construction of such drainage works subject to agreement 

between the Contracting Officer and the Contractor. 

4 ••Article 2-• 
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(c) The distribution system shall be considered completed 

for purposes of this contract when so determined by the Contracting 

Officer. The detennination shall be announced by written notice to 

the Contractor and may be made when the distribution system, not 

including the drainage works, is so far completed as to be available 

for use for substantially all of the irrigable lands which said system 

is designed to serve or upon the basis of the completion of such part 

thereof as the funds provided for in subdivision (a) of this article 

will permit. 

(d) Quarterly progress reports on design and construction of 

the facilities, including costs thereof in the form normally used by 

the United States will be furnished to the Contractor. The United 

States will furnish other related information in its possession as may 

be requested by the Contractor. 

PAYMENT BY CONTRAC'l(I{ 

J. (a) The Contractor shall be obligated. to pay to the United 

States the actual cost, but in no event in excess of $5,928,000, incurred 

by the United States in providing for the distribution system: Providedw 

'l'hat said amount is subject to increase or decrease in the amount and 

in the manner specified for the limit of expenditures in subdivision (a) 

of Article 2 hereof. The construction obligation shall be repaid by 

the Contractor as provided in subdivision (b) of this article. 

5 --Articles 2 - 3--
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(b) The construction 

tractor in 80 successive, equal 

oblligation 
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shall be paid by the Con

installments payable on 

3 February l and August l of each year commencing with the year following 

4 the last year of the development period described in Article 4. If the 

5 actual construction cost has not been determined by the Secretary when 

6 the first construction obligation installment hereunder becomes due, 

7 he shall announce the estimated construction cost. Such estimated 

8 construction cost shall govern the amount of the installments herein 

9 referred to until such time as the total construction obligation can be 

10 determined and a statement thereof furnished to the Contractor. There-

11 after, the semiannual installments to be paid by the Contractor will be 

12 adjusted to reflect any difference between the estimated and actual cost 

13 of the distribution system. 

14 (c) Upon request of the Contractor, evidenced by a certified 

15 copy of a resolution by the Board of Directors, the Contracting Officer 

16 may, at his discretion, establish dates upon which semiannual install-

17 ments of the construction obligation shall be due and payable other than 

18 the dates provided in subdivision (b) of this article. 

19 DEVELOPMENT PERIOD 

20 4. A development period is hereby fixed at 6 years from and 

21 including the first year in which the distribution system is so far 

221 completed as to be available for use and water is available for 

6 •-Articles 3 • 4--
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furnishing from the Canal to the Contractor pursuant to the water 

service contract for substantially all of the irrigable lands within 

the Contractor's service area, as announced by the Contracting Officer 

in a written notice to the Contractor. Such notice shall be furnished 

to the COntractor at least 6 months prior to the date of the commencement 

of the development period. 

OPERATION AND MAINTENANCE OF COMPLETED PORTIONS OF SYSTEM 

5. Whenever, prior to the commencement of the development period 

as provided in Article 4 hereof, the Contracting Officer determines that 

any portion or portions of said system may be utilized for distributing 

water for and on behalf of the Contractor without interfering with the 

construction of the remainder of the distribution system, he will so 

notify the Contractor in a written notice, stating the period of 

availability and the cost to the United States of supervising the 

operation and maintenance of such portion or portions of the system during 

such period. If the Contractor desires that such portion or portions of 

the system be so utilized, it shall give the Contracting Officer written 

notice thereof and make payment in advance to the United States of said 

cost of supervision. Thereupon the Contractor will operate and maintain 

said portion or portions of the system during said period: Provided, 

That if the Contracting Officer determines that the continued use of a 

completed portion or portions of the distribution system is interfering, 

7 -•Articles 4 • 5--
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or will interfere, with the construction of the distribution system 

he shall notify the contractor of the cost of the construction delay 

if the distribution system. continues to operate. 'flte Contractor may 

pay this amount to the United States within 30 days of the notice if 

the contractor determines it desires to continue use of the distri

bution system. If the actual cost to the United States of supervising 

the operation and maintenance of said portion or portions exceeds the 

estimated cost paid in advance by the contractor, the Contractor shall 

pay the difference upon receipt of a written notice thereof. If said 

actual cost is less than said estimated cost, at the option of the 

Contractor, the difference shall either be credited upon future payments 

due to the united States or be refunded to the Contractor. 

ESTlMATED COST OF OPERATION AND MAINTENANCE 
BY UNITED STATES TO BE PAID IN ADVANCE 

6. (a) During the time that the distribution system or any 

part thereof is being operated by the United States as provided in 

Article 7, commencing with the first year of the development period 

the contractor will pay in advance to the United States not later than 

January 1, upon estimates furnished by the United States on or before 

September 1 preceding, the estimated cost of operation and maintenance 

for such year. The Contractor, in addition, shall contribute such labor 

and materials toward the operation and maintenance of the distribution 

system. or any portion thereof as may be requested by the Contracting 

Officer. The surplus of any amount so advanced by the Contractor for 

8 --Articles 5 - 6--
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operation and maintenance by the United States during any year shall 

be credited on future estimated cost of operation and maintenance by 

the United States. 

{b) Whenever in the opinion of the Contracting Officer the 

amounts available from payments made by the Contractor for estimated 

annual operation and maintenance charges will be inadequate to operate 

and maintain the distribution system properly to the end of any year, 

he may give written notice to the Contractor of a supplemental operation 

and maintenance charge, stating therein the amount of additional advance 

payment of funds required for such operation and maintenance, and the 

Contractor shall pay the amount thereof by the date specified in such 

notice of supplemental operation and maintenance charge, which date 

shall not be sooner than 30 days after date of such notice. 

(c) Any amount of said operation and maintenance payments 

by the Contractor remaining unexpended and unobligated in the possession 

of the United States on the effective date of a transfer of the distri• 

bution system to the Contractor for care, operation, and maintenance, 

in accordance with Article 7 hereof, shall be refunded to the Contractor. 

{d) To the extent that the distribution system or any portion 

thereof is operated and maintained by the United States, there shall be 

included as a part of the operation and maintenance costs such items for 

administration, supervision, inspection, replacelllent, and general expenses 

as. in the opinion of the Contracting Officer. are properly chargeable 

to such work. 

9 --Article 6 
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OPERATION AND MAINTENANCE OF TRANSFERRED 
WORKS---PAYMEN'l' OF MISCELLANEOUS COSTS 

7. (a) Upon substantial completion of the distribution system, 

or as otherwise determined by the Contra~ting Officer, and following 

written notification, the care, operation, and maintenance of any or all 

of the distribution system shall be transferred to the Contractor. 

(b) The Contractor, without expense to ~he United States, 

shall care for, operate, and maintain such transferred works in full 

compliance with the tents of this contract, and in such manner that said 

transferred works will remain in good and efficient condition. 

(c) The Contractor shall promptly make any and all repairs 

to the transferred works being operated by it which are necessary for 

proper care, operation, and maintenance. In case of neglect or failure 

of the Contractor to make such repairs within 60 days following written 

notification, the Contracting Officer may cause the repairs to be made, 

and the cost thereof shall be paid by the Contractor as prescribed by 

the contracting Officer. 

(d) No substantial change shall be made by the Contractor in 

any of the major transferred works without first obtaining the written 

consent of the Contracting Officer. 

(e) The Contractor shall hold the United States, its officers, 

agents, and employees harmless as to any and all damages which may in any 

manner grow out of the care, operation, and maintenance, of any of the 

works transfen-ed to the Contractor. 

10 Article 7--
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(f) In the event the Contractor is found to be operating 

the transferred works or any part thereof in violation of this 

contract, then at the election of the contracting Officer the United 

States may take over from the Contractor the care, operation, a~u 

inaintenance of such transferred works by giving written notice to the 

Contractor of such election and of the effective date thereof. There

after, during the period of operation by the United States, the 

Contractor shall pay to the United States annually in advance the cost 

of operation and maintenance of such works as prescribed in notices 

from the Contracting Officer to the Contractor. Such works may be 

retransferred to the Contractor in the manner originally transferred. 

(g) In addition to all other payments to be made by the 

Contractor under this contract, the Contractor shall, during the period 

of time any or all of the transferred works are being operated by it, 

pay to the United St~tes following the receipt of a detailed statement, 

the costs incurred by the United States for work involved in the adminis

tration and supervision of this contract. 

11 --Article 7 
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REVIEW AND INSPECTION OF PROJECT WORKS FOR 
DETERMINING ADEQ!!ACY OF MAINTENANCE 

8. (a) The Contracting Officer with the Contractor may, from 

time to tiae, make reviews of maintenance of transferred works be~~g 

operated by the Contractor with a view to assisting the Contractor 

ill, determining the condition of facilities and the adequacy of the 

11U11lntenance program. This review may include any or all of the 

f,1;1cilities constructed by the Un:ited States and transferred to the 

Cc:,ntractor or facilities constructed by the Contractor with furids 

advanced by the United States. A report of the review, including 

n,commendations, if any, will be prepared and copies will be furnished 

t1:, the Contractor. Except for such participation by the Contractor as 

Umay desire, the review will be without cost to the Contractor. 

(b) If deemed necessary by the Contracting Officer or 

requested by the Con~ractor, special inspections of any transferred 

works being operated by the Contractor and of the Contractor's books 

and records tnay be made to ascertain the extent of any operation and 

maintenance deficiencies, to determine the remedial measures required 

for their correction, and to assist the Contractor in solving specific 

problems. Any special inspection or audit shall. except in a case of 

emergency, be made after written notice to the contractor and the actual 

cost thereof shall be paid by the Contractor to the United States. 

12 Article 8 
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DRAINAGE STUDIES AND FACILITIES 

9. To aid in deteraining the source and solution of future 

potential drainage problems, the Contractor shall provide for 

observation wells, in a manner satisfactory to the Contracting 

Officer, and furnish annually to the contracting Officer records 

and analyses of well readings as they relate to potential drainage 

problems. If and wher. needed, the Contractor shall construct drainage 

works to protect the irrigability of lands within the District. 

RESERVE FUND 

10. Commencing with the year following completion of the distri

bution system and continuing until such time as all &UID& of money 

becoming due hereunder shall have been paid to the United States, the 

Contractor shall accumulate and maintain a reserve fund which will be 

available for use in the manner, for the purposes, and in the circumstances 

hereinafter set forth. Such.reserve fund shall consist of annual deposits 

by the Contractor of not less than $2,500 to a special account created by 

the Contractor for the purpose. Such annual deposits shall continue until 

the amount in the reserve fund is not less than $25,000. Expenditures 

shall be made from such reserve fund only for meeting major unforeseen 

extraordinary costs of operation and maintenance, repair, betterment 

and replacement of transferTed works, and for operation and maintenance 

during periods of special stress, such as may be caused by drought, 

hurricane storms~ or other like emergencies. Whenever said reserve 

13 Articles 9 - 10--
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1 fund is reduced below $25,000 by expenditures therefrom, it shall be 

2 restored by the accumulation of annual deposits of $2,500 commencing 

3 with the next year following that in which the fund is reduced below 

4 said amount. During any period in which any of the transferred works 

5 are operated and maintained by the United States, such fund shall be 

6 available for like use by the United States. At the option of the 

7 Contractor, the reserve fund may be invested to the extent permitted 

8 by law, provided that such reserve fund may he made available within 

9 a reasonable time to meet the expenses for the purpose for which it 

10 was accumulated: Provided, That upon mutual agreement said fund and the 

r'"ll 
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annual installments may be adjusted to reflect the addition, deletion, 

or changes in transferred facilities and operation and maintenance costs 

not contemplated when this contract was executed. 

CONTRAtTCll TO PAY CERTAIN MISCELLANEOUS COSTS RELATING TO TRANSFERRED WCllKS 

15 11. During the time the transferred works are operated and maintained 

16 
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by the Contractor, in addition to all other payments to be made by the 

Contractor under this contract, the Contractor shall pay to the United 

States, on or before May l of the year following that in which the same 

shall have been incurred and after a detailed statement thereof is 

furnished by the Contracting Officer, for such specific items of direct 

cost incurred by the United States and properly and equitably chargeable 

to the Contractor plus a percentage of such direct costs for achninis

trative and general overhead in accordance with the Bureau of Reclamation 

manual. 

14 --Articles 10 ... 11 
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COMPIITATION OF COSTS 

12. '11le actual cost of the distribution system shall include all 

expenditures by the United States of whatsoever kind in connection with, 

growing out of, or resulting from work perfonned in connection ~ith the 

distribution system, including but not limited to the cost of labor, 

material, equipment, engineering and legal work, superintendence, 

administration and ov~rhead, rights-of-way, property, and damage of 

all kinds, and shall include all sums expended in surveys and investi

gations in connection with the distribution system, both prior to and 

after the execution of this contract, and the expense of all soil 

investigations and other preliminary work, limited, however, to the 

sum set forth in subdivision (a) of Article 2 of this contract. The 

determination of what costs are properly chargeable hereunder and the 

amount thereof shall be made by the Contracting Officer. 

TITLE TO REMAIN IN THE UNITED STATES 

13. Title to the distribution system constructed by the United 

States pursuant to this contract shall be and remain in the name of 

the United States until otherwise provided for by the Congress, 

notwithstanding the transfer hereafter of any of such works to the 

Contractor for operation and maintenance and the fact of full pay

ment of the repayment obligation. 

15 Articles 12 - 13 
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LAND INELIGIBLE TO RECEIVE WATER UNDER THE WATER SERVICE CONTRAct 
NOT TO RECEIVE SERVICE THROUGH THE DISTRIBUTION SYSTEM 

14. No service from the distribution system shall be made avail• 

able by the Contractor to any lands or persona not eligible under the 

tems of Articles 20, 21, and 22 of the water service contract to 

receive water made available pursuant to that contract. 

REPEAL OR AMENDMENT OF FEDERAL RECLAMATION LAWS 

15. In the ever.t the Congress of the United States repeals the 

so-called excess land provisions of the Federal reclamation laws, 

Articles 20, 21, and 22 of the water service cpntract will no longer 

be of any force or effect, or in the event that the Congress amends the 

excess land provisions of the Federal reclamations laws the United States 

agrees, at the option of the Contractor, to negotiate amendments of 

appropriate articles of the water service contract consistently with 

those provisions of the Federal reclamations laws as so amended 

PERFQtM.o\NCE OF WORK WITH CONTRIBUTED FUNDS 

16. (a) Pursuant to the Act of March 4, 1921 (41 Stat. 1367, 1404) 

the United States will perfot'11l with funds contributed by the Contractor 

any construction or maintenance work on the distribution system not 

otherwise provided for by this contract, or any construction work 

covered by this contract but for which funds may not be available: 

Provided, That the undertaking of any such work and the plans therefor 

must be approved by the Contracting Officer. When the undertaking of 

16 Articles 14 - 15 - 16--
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such work is approved, funds therefor shall be advanced by the 

Contractor as may be directed by the Contracting Officer and there 

shall be submitted to the Contracting Officer a certified copy of the 

resolution of the Board of Directors of the Contractor describing the 

work to be done and authorizing its performance with contributed funds. 

(b) After completion of any work so undertaken the Con• 

tractor will be furnished a statement of the cost thereof and any 

unexpended balance of the funds will be refunded to the Contractor or 

applied as othenise directed by the Contractor: Provided, That if the 

cost of such work exceeds the amount advanced by the Contractor therefor, 

said amount shall be paid by the Contractor to the United States as the 

Contracting Officer may direct. 

RULES AND REGULATIONS 

17. 'l'he Contracting Officer, after offering the Contractor an 

opportunity for consultation, shall 11111ke rules and regulations and supply 

necessary details for administration of this contract. Such rules and 

regulations shall be consistent with the provisions of this contract, 

the laws of the United States, and the State of California. The 
. . 

Contracting Officer 111ay add to or modify them as may appear necessary 

and the Contractor shall observe such r~les and regulations. 

17 ••Articles 16 - 17 
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DETERMINATION OF FINDINGS OF PAC'l'S 

18. Where the terms of this contract provide for action to be 

based upon the opinion or determination of either party to this 

contract, said terms shall not be construed as permitting such action 

to be predicated upon arbitrary, capricious, or unreasonable opinions 

or determinations, whether or not stated to be conclusive. If the 

Contractor questions any determination made by the Contracting Officer, 

the findings of facts shall be made by the Secretary after consultation 

with the Contractor and shall be binding upon the parties. 

TAXABLE LAND 

19. The lands which may be charged with any taxes or assessments 

under this contract are hereby designated and described as all the lands 

in the District. 

GENERAL OBLIGATION--BENEFITS CONDITIONED UPON PAYMENT 

20. (a) The obligation of the Contractor to pay the United States 

as provided in this contract is a general obligation of the Contractor 

notwithstanding the manner in which the obligation may be distributed 

among the COntractor's water users and notwithstanding the default of 

individual water users in their obligations to the Contractor. 

(b) The payment of charges becoming due hereunder is a 

condition precedent to receiving benefits under this contract. The 

electors of the Contractor, upon authorization or ratification of this 

18 Articles 18 - 20--
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contract, grant to the Contractor the power to levy and collect all 

necessary taxes and assessments, if and when rieeded, to make in full 

all payments to be made pursuant to this contract. No water will be 

made available to the Contractor through the distribution system 

during any period in which the Contractor may be in arrears in the 

advance payment of any operation and maintenance charges due the 

United States or in arrears for more than 12 months in the payment of 

any construction charges due the United States. The Contractor shall 

not furnish water made available pursuant to this contract for lands or 

parties which are in arrears in the advance payment of operation and 

maintenance or toll charges or in arrears more than 12 months in the 

payment of construction charges ;as levied or established by the 

COntractor. 

INTEREST FCll DELINQUENT PAYMENTS 

21. The Contractor shall pay interest on installments or charges 

which become deiinquent computed at the rate of 11 per month of the 

amount of such delinquent installments or charges for each day from 

such delinquency until paid: Provided, That no interest shall be 

charged to the Contractor unless such delinquency continues for more 

than 30 days in which event the interest shall accrue from the initial 

date of delinquency. 

19 --Articles 20 - 21 
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Q_UALITY OF WATER 

22. The operation and maintenance of the distribution system 

shall be performed in such manner as is practicable to maintain the 

quality of raw water made available through such system at the 

highest level reasonably attainable as determined by the Contracting 

Officer. The United States does not warrant the quality of water 

and is under no obligatton to construct or furnish water treatment 

facilities to maintain or better the quality of water. 

ENVIRONMENT PROTECTION AND POLLUTION CONTROL 

23. The Contractor shall, within its legal authority, comply fully 

with all applicable Federal laws, orders, and regulations, and the laws 

of the State of California 1 all as administered by appropriate authorities, 

concerning protection of the environment and pollution of air, streams, 

reservoirs, groundwater, or water courses with respect to thermal 

pollution or the discharge of refuse, garbage, sewage effluent, industrial 

waste, oil, mine tailings, 111ineral salts, or other pollutants. 

20 Articles 22 - 23 
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EQUAL OPPORTUNITY 

24. During the performance of thia contract, the Contractor 

agrees as follows: 

(a) The Contractor will not discriminate against any 

employee or applicant for employment because of race, color, 

religion. sex, or national origin. The Contractor will take 

affirmative action to ensure that applicants are employed, and 

that employees are treated during employment, without regard 

to their race, color, religion, sex, or national origin. such 

action shall include, but not be limited to, the following: 

Employment, upgrading, demotion, or transfer; recruitment or 

recruit1Dent advertising; layoff or termination; rates of pay 

or other forms of compensation; and selection for training, 

including apprenticeship. The Contractor agrees to post in 

conspicuous places, available to employees and applicants for 

employment, notices to be provided by the Contracting Officer 

setting forth the provisions of this Equal Opportunity clause. 

(b) The Contractor will, in all solicitations or advertise• 

menta for employees placed by or on behalf of the Contractor, 

state that all qualified applicants will receive consideration 

for employment without regard to race, color, religion, sex, or 

national origin. 

21 Article 24--
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(c) l'he Contractor will send to each labor union or 

representative of workers with which it has a collective 

bargaining agre•ent or other contract or understanding, a 

notice, to be provided by the Contracting Officer, advising 

the labor union or workers' representative of the Contractor's 

commitments under this Equal Opportunity clause, and shall 

post copies of the notice in conspicuous places available to 

•ployees and applicants for etnployment. 

(d) The Contractor will comply with all provisions of 

Executive Order No. 11246 of September 24, 1965, as amended, 

and of the rules 1 regulations, and relevant·orders of the 

Secretary of Labor. 

(e) The Contractor will furnish all information and 

reports required by said amended Executive Order and by the 

rules, regulations, and orders of the Secretary of Labor. or 

pursuant thereto, and will permit access to its books, records, 

and accounts by the Contracting Officer and the Secretary of 

Labor for purposes of investigation to ascertain compliance 

with such rules 1 regulations, and orders. 

(f) In the event of the Contractor's noncompliance with 

the Equal Opportunity clause of this contract or with any of 

the said rules, regulations, or orders, this contract may be 

22 --Article 24•• 
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canceled, terminated, or suspended, ln whole or in part, and 

the Contractor may be declared ineligible for further Govern• 

•ent contracts in accordance with procedures authorized in said 

amended Executive Order, and such other sanctions may be imposed 

and remedies invoked as provided in said Executive Order, or by 

rule~ regulation, or order of the Secretary of Labor, or as 

otherwise provided by law. 
., 

(g) The Contractor wiil include the provisions of para-

graphs (a) through (g) in every subcontract or purchase order 

untes, exempted by rules, regulations, or orders of the Secretary 

of L,bor issued pursuant to Section 204 of said amended Executive 

Order, so that such provisions will be binding upon each sub• 

contractor or vendor. The Contractor will take such action with 

respect to any subcontract or purchase order as the Contracting 

Officer may direct as a means of enforcing such provisions. 

including sanctions for noncompliance: Provided, however, That 

in the event the Contractor becomes involved in. or is threatened 

with, litigation with a subcontractor or vendor as a result of 

such direction by the Contracting Officer, the Contractor may 

request the United States to enter into such litigation to 

protect the interests of the united States. 

23 · --Article 24 
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TITLI VI 1 CIVIL RIGHTS ACT OP 1964 

25. (a) '11\e Contractor agrees that it will comply with Title VI 

of the Civil Rights Act of 3uly 2, 1964 (78 Stat. 241) and all require

ments imposed by or pursuant to the Department of the Interior R~ 0 ulation 

(43 CPll 17) issued purawant to that title, to the end that, in accordance 

with Title VI of that Act and the Regulation, no person in the United 

States shall, on the' grounds of race, color, sex, or national origin 

/12 

13 

be excluded froca participation in, be denied the benefits of, or be 

otherwise subjected to discrimination under any progr• or activity for 

which the Contractor receives financial assistance from the United States 

and hereby givea assurance that it will i111111ediately take any measures to 

effectuate thia agreaunt. 

(b) If any real property or structure thereon la provided or 

iaproved with the aid of Federal financial aaaiatance extended to the 

Contractor by the United States, this assurance obligates the Contractor, 

or, in the case of any transfer of auch property, any transferee for the 

period during which the real property or structurP- ls used for a purpose 

r 

14 

15 

16 

17 

18 involving the proviaion of aimilar services or benefits. If any personal 

19 property ia ao provided, this aaaurance obligates the Contractor for the 

20 period during which it retains ownership or poaaeaaion of the property. 

21 In all other cases, thia a• aurance obligates the Contractor for the 

22 period during which the Federal financial aaaiatance ta extended to it 

23 by the United States. 

24 · Article 25--
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l (c) This assurance is given in consideration of and for 

2 the purpo• e of obtaining any and all Federal grants, loans, contracts, 

3 property, discounts, or other Federal financial assistance extended 

4 after the date hereof to the Contractor by the United States, incl-ding 

5 installment payments after such date on account of arrangements for 

6 Federal financial assistance which were approved before such date. The 

7 Contractor recognizes and agrees that such Federal financial assistance 

8 will be extended in reliance on the representations and agreements 

9 made in this assurance, and that the United States shall reserve the 

10 right to seek judicial enforcement of this assurance. This assurance 

11 

r12 
13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

r 

is binding on the Contractor, its successors, transferees, and assignees. 

25 -•Article 25 

-------------------~~~-•.. _., ___ _ 
A27
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1 BOOKS. RECORDS, AND REPORTS 

2 26. '11le Contractor shall establish and maintain accounts and 

3 other books and records pertaining to its financtal transactions, 

4 land use and crop census, water supply, water use, changes in the 

5 distribution system, and to other matters as the Contracting Officer 

6 may require. Reports thereon shall be furnished to the Contracting 

7 Officer in such form and on such date or dates as he may requit•e. 

8 Subject to applicable Federal laws and regulations, each party sh.all 

9 have the right during office hours to examine and make copi.es of each 

10 other 1 s books and records relating to matters cov,,::ed by this cor.t.ract. 

11 

,r'12 

CHANGES IN CONTRACTOR'S ORGANIZATION 

27. While this contract is in effect, no change shall be made in 

13 the contractor's organization, by inclusion or exclusion of lands, by 

14 dissolution, consolidation, merger or otherwise, except upon the 

15 Contracting Officer's written consent. 

16 NOTICES 

17 28. Any notice, demand. or request authorized or required by this 

18 contract shall be deemed to have been given when mailed, postage pre-

19 paid, or delivered to the Regional Director, Mid-Pacific Region. Bureau 

20 of Reclamation, 2800 Cottage Way, Sacramento, California 95825, on 

21 behalf of the United States and to the Board of Directors of the 

22 Dunnigan Water District, Post Office Box 387, Woodland, California 95695, 

26 Articles 26 - 27 - 28--

r· 
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_,,,...._ 

on behalf of the Contractor. The designation of the addressee or the 

address may be changed by notice given in the same manner as provided 

in this article for other notice~. 

ASSIGNMENT LIMITED--SUCCESSORS AND ASSIGN~ OBLIGATED 

29. The provisions of this contract shall apply to and bind the 

successors and assigns of the parties hereto, hut no assignment or 

transfer of this contract or any part or interest therein shall be 

valid until approved by the Contracting Officer. 

OFFICIALS NOT TO BENEFIT 

30. (a) No member of or delegate to Congre~is or resi de!,t 

commissioner shall be admitted to any share or part of this contract 

or to any benefit that may arise herefrom., but this restriction shall 

not be construed to extend to this contract if made with a corporation 

for its general benefit. 

(b) No official of the Contractor shall receive any benefit 

that may arise by reason of this contract other than as a landowner 

within the District and in the same manner as other landowners within 

the District. 

27 --Articles 28 - 39 - 30 
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CONTINGENT ON APPROPRIATION OR ALLOTMENT OF FUNDS 

31. The expenditure or advance of any money or the performance 

of any work by the United States hereunder which may require appropri

ation of money by the Congress or the allotment of funds shall be 

contingent upon such appropriation or allotment being made. The 

failure of the Congress to appropriate funds or the absence of any 

allotment of funds shall not relieve the Contractor front any obligations 

under this contract. No liability shall accrue to the United States in 

case such funds are not appropriated or allotted. 

CONFIRMATION OF CONTRACT 

32. The execution of this contract shall be authorized or 

ratified by the qualified electors of the Contractor at an election 

held for that purpose. The Contractor, after the election and upon 

the execution of this contract, shall promptly secure a final decree 

of the proper court of the State of California approving and confirming 

the contract and decreeing and adjudging it to be lawful, valid, and 

binding on the Contractor. The Contractor shall furnish to the United 

States a certified copy of such decree and of all percinent supporting 

records. 

28 Articles 31 - 32 
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IN WITNESS WHEREOF. the parties have executed this contract 

the day and year first above written. 

(SEAL) 

Attest: 

_ _,,_.~71_.;..~ ..... -~-··_~_/h_1/_)., _k_,_;fif 
Secretary . 

29 

THE UNITED STATES OF AMERICA 

. 0 / ',' . k , 
By fl !: ?Z~/>-k~.t;:_:, 

Regional Director. Mid Pacific Region 
Bureau of Reclamation 

DUNNIGAN WATER DISTRICT 

By~~ heden 

Signatures 
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~r. MILLSAP 
- :PSpN, INC. 

.~E~sATLAW 

w ... oD<.oUID, CAI.IP". 

RUSSEL.I., MIU..BAP 

ROBERT :M. MILLSAP, .IR .. 

ANDREW THOMPSON, JR, 

~esolution No: 75-(8) 

t~{EREAS, the Dunnigan Water District through its Board 

of Directors has negotiated a contract with the United States 

for the construction of a water distribution system for said 

district, and said contract was on July 25, 1975 approved by 

the Districts Securities Division of the State Treasurer's 

office of the State of California, was submitted to the 

landowners of the district at a special election held on 

Tuesday, November 4th, 1975 at which time said vote.rs approved 

said contract, there being 2,748,543 "yes" votes and 260,740 

'' no 1' votes ; and 

WHEREAS, the directors may now lawfully sign a contract 

with the United States Government for the construction of said 

distribution system, and 

WHEREAS, it is the desire of these directors to execute 

said contract on behalf of said district, 

NOW, THEREFORE, BE IT RESOLVED: 

(1) That the President Clifford E. Johnson and Secretary 

Frank Lopez be, and they are hereby, authorized and directed to 

execute for the Dunnigan Water District that certain contract 

designated as WFO Draft 4/3-1973, Rev. R.O. 10/15-1973 and 

entitled "Contract Between the United States of Aroerica and 

Dunnigan Water District Providing for construction of a 

Distribution System"; 

PASSED AND ADOPTED at a meeting of the Board of Directors 

of the Dunnigan Water District on November 19, 1975, b)' the 

following vote: 

- 1 -
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. <,?' -.J's....,MJLLSAP 
/: :· .;:iN, INC, 

. :~• .cNE;:YS AT LAW 

WOODl,.AND, CAUF. 

RUBSl!l.f. Mll.1.SAP 
ROBQT R, Mll.LSAP, JR, 
ANDREW THONP80N, JR, 

AYES: Directors. Dr .. Clifford E. Johnson, J. J. 
McAravy, Frank McCullough, and Frank M. I...opez. 

HOES: tione 

ABSENT: Preston D. Allen 

President 

ATTES'l': 

.... 

Assistant Secretary 

I, RUSSELL MILLSAP, the duly and regularly appointed 
Assistant Secretary of the DUNNIGAN WATER DISTRICT, hereby 
certify that the foregoing is a true, correct and exact copy 
of a Resolution of the Board of Directors of the District, duly 
and regularly passed and adopted at a regular meeting of the 
said Board of Directors, at Dunnigan, California, on the 19th 
day of NoveMber, 1975, the original of which is on file in 
my office and duly and regularly entered in the official records 
of proceedings of the Board of Directors of the DUNNIGAN WATER 
DISTRICT. 

Dated: December < __ , 
\ 

'V )Lai &4/-
ELL MILLSAP, Assistant 

Secretary 

- 2 -
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TITLE 34 OF PUBLIC LAW 102-575

CENTRAL VALLEY PROJECT IMPROVEMENT ACT

CENTRAL VALLEY PROJECT – CALIFORNIA

REVISED INTERIM GUIDELINES:

RESTORATION FUND PAYMENTS AND CHARGES

OCTOBER 1993

United States Department of the Interior
Bureau of Reclamation

Mid-Pacific Region
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., 

 
Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  
  
THE UNITED STATES, 
 

 

Defendant.  
  

EXPERT DISCLOSURE 

Pursuant to Rule 26(a)(2)(C) of the Rules of the United States Court of Federal 

Claims (RCFC), defendant, the United States, makes the following disclosures of expert 

testimony.  This disclosure is based upon information reasonably available to us, and we 

reserve the right to supplement it as we obtain additional information. 

The Government may call Spencer Walden to provided testimony concerning the 

how the Government calculated damages.  Mr. Walden’s opinions are based upon his 

experience as an accountant with the Bureau of Reclamation.  Mr. Walden is currently a 

Refuge Water Supply Specialist in the Bay-Delta Office within the California-Great 

Basin Region of the Bureau of Reclamation, Department of the Interior.  Prior to that, 

Mr. Walden was the CVPIA Accountant in the Financial Management Division of the 

California-Great Basin Region since joining the Bureau of Reclamation in 2017.  He 

holds a bachelor’s degree from San Francisco State University.  
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In general, the damages amount is the difference between what was paid and what 

should have been paid.  What was paid by power during FY2008 to FY2020 was 

$332,842,422.  During those years, the plaintiff’s percentage of Base Resource1 varied 

from approximately 39% (FY2008 to FY2014) and approximately 42% (FY2015 to 

FY2020).  By applying those percentages annually to the amount collected annually, the 

plaintiff’s payments totaled $136,514,622.   

In order the calculate the amount that should have been paid, first Mr. Walden 

will describe the methodology consistent with the court’s opinion, then, calculate the 

annual amount and apply the Base Resource percentages on an annual basis.  For 

determining power’s M&R payment, Reclamation will apply the appropriate allocation 

percentage identified from the ten-year rolling average for repayment of the CVP to 

actual water receipts, inclusive of both discretionary payments and non-discretionary 

payments using a two-year lag.  The mathematical equation is as follows: ((Water CVP 

Restoration Fund receipts + Friant Surcharge receipts)/Water’s CVP %) * Power’s CVP 

%.   

Power’s M&R payment uses the two-year lag for several important reasons.  To 

set bills for the upcoming fiscal year, WAPA needs the power M&R payment 

information in August of preceding fiscal year.  The allocation percentages provided by 

the regional economist are not available until six to nine months following the close of 

the federal fiscal year (September 30).  Additionally, water receipts are not known until 

after the fiscal year closes.  Therefore, Reclamation is unable to determine power’s share 

                                                 
 1 Provided by Autumn Wolfe, the Rates Manager at the Sierra Nevada Region – 
Western Area Power Administration and subsequently produced in response to Request 
for Production 3-1.  
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of the M&R fund in the fiscal year until the year closes.  For example, for fiscal year 

2021, Reclamation must send a letter notifying WAPA of power’s M&R payment in 

August 2020.  To determine power’s M&R payment for fiscal year 2021, Reclamation 

uses allocation data from FY2010 – FY2019, (the most recent 10-year average allocation 

for repayment of CVP) and actual water cash receipts from FY2019 (the most recent data 

for water receipts).   

CVPIA Section 3407(d)(2)(A) states “taking into account all funds collected 

under this title,” based on the language the calculation includes all sources of water 

receipts under the Act, inclusive of pre-renewal charges, tiered water rates, water transfer 

charges, Friant surcharges, M&I surcharges, and mitigation and restoration charges.  

Although Friant surcharges ceased to be deposited into the CVP Restoration Fund 

following FY2009, those receipts are still included in the calculation of total water 

collections based on Section 100007 of Pub. L. 111-11 which states: 

“(1) The Secretary shall continue to assess and collect the 
charges provided in section 3406(c)(1) of the Reclamation 
Projects Authorization and Adjustment Act of 1992 (Public 
Law 102-575; 106 Stat. 4721), as provided in the 
Settlement; and” 
“(2) those assessments and collections shall continue to be 
counted toward the requirements of the Secretary contained 
in section 3407(c)(2) …”  
 

Applying the above method to the period in this case, FY2008 to FY2020, starts 

with the actual receipts collected from water in FY2006 and the allocation data from 

FY1997 to FY2006.  Continuing this process for all applicable years totals $167,589,580.  

Using the same Base Resource percentages as above, the plaintiff’s percentage share of 

this totals $68,359,711.  
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 The difference between the actuals at the top and the revised calculation 

consistent with the Court’s opinion results in a total damage amount of $68,154,911. 

 
 
 

 

 

 BRIAN M. BOYNTON 
Acting Assistant Attorney 
General 
 
MARTIN F. HOCKEY, JR. 
Acting Director 
 
/s/ Franklin E. White, Jr.  
FRANKLIN E. WHITE, JR. 
Assistant Director 
 
/s/ P. Davis Oliver 
P. Davis Oliver 
Senior Trial Counsel  
Commercial Litigation Branch 
Civil Division 
Department of Justice 
P.O. Box 480, Ben Franklin Station 
Washington, DC 20044 
Telephone: (202) 353-0516 
Fax: (202) 514-8624 
Email: P. Davis.Oliver@usdoj.gov 
 
Attorneys for Defendant 

  

August 12, 2021 
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I. INTRODUCTION AND SCOPE OF WORK 

1. My name is Wiley R. Wright, III. I have been retained by the plaintiffs in this case—

Northern California Power Agency (NCPA) and the Cities of Redding, Roseville, and Santa 

Clara, California—to provide my opinions about the methods and data to use to compute 

damages in this case. I also have been asked to perform and present the necessary damage 

calculations.  

2. For my analysis and testimony, I will be compensated at my usual hourly rate of $350. 

3. The Cities of Redding, Roseville, and Santa Clara are members of NCPA, and in this report I 

sometimes refer to the plaintiffs collectively as NCPA. 

4. As discussed below, this is an overcharge case. In 2014, the plaintiffs filed a complaint1 

alleging that the United States imposed charges on them—called “mitigation and restoration” 

(M&R) payments—that exceeded the amounts authorized by the Central Valley Project 

Improvement Act (CVPIA). The trial court dismissed the complaint,2 but the court of appeals 

reversed that judgment3 and agreed with the plaintiffs that the CVPIA imposes a binding 

proportionality limitation on the charges for which plaintiffs properly could be held 

responsible. Under the CVPIA, M&R payments (and sometimes other payments) are 

assessed against entities that contract for water sold and delivered by the Central Valley 

Project (CVP or Project) and customers (of whom plaintiffs are a subset) that contract for 

hydroelectric generation capacity and energy. The CVPIA requires that the M&R payments 

imposed on CVP water and power customers should be assessed, to the greatest degree 

practicable, in the same proportion measured over a ten-year rolling average as water and 

power customers’ respective allocations of responsibility to repay CVP costs. The United 

States, however, did not abide by that limitation and instead imposed disproportionate 

charges upon the plaintiffs and other power contractors. NCPA has asked me to quantify the 

proportionate amounts that the United States should have charged during the relevant period 

and the disproportionate excess that it actually charged, which the Government should pay as 

damages. 

 
1 Compl., N. Cal. Power Agency v. United States, 139 Fed. Cl. 74 (2018) (No. 14-817C). 
2 N. Cal. Power Agency v. United States, 139 Fed. Cl. 74 (Ct. Fed. Cl. 2018). 
3 N. Cal. Power Agency v. United States, 942 F.3d 1091 (Fed. Cir. 2019). 
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5. As part of my analysis of NCPA’s damages in this matter, I have reviewed the defendant 

United States’ preliminary damage calculations, which are contained in its fact discovery 

materials. However, the defendant has explained that it will present the details of its 

calculations and assumptions in its expert report and expert discovery. This report does not 

address the Government’s preliminary damages calculation except to point out that it appears 

to be based on inappropriate after-the-fact adjustments to the cost allocations that were in 

effect when the charges at issue were imposed. I anticipate addressing in my rebuttal report 

the particulars of the adjustments and calculations presented in the Government’s expert 

report.   

II. EXPERT QUALIFICATIONS AND PREVIOUS TESTIMONY 

6. I am the National Practice Leader of BDO’s Construction and Environmental Solutions 

Practice and a certified public accountant (CPA) licensed by the Commonwealth of Virginia. 

I have provided analysis and consultation on a wide variety of damage issues relating to 

litigation matters during my forty-plus-year career in public accounting and consulting. A 

copy of my resume, setting forth further details including my prior testimony and 

publications, is included as Attachment I to this report. 

7. I have given expert accounting and damages testimony on over 150 occasions, both in 

depositions and in trial proceedings, in the areas of damage methodologies and calculations 

in connection with construction contract disputes, cost recovery actions, federal and state 

government contract disputes, cost accounting matters, economic damages and forensic 

investigations.  I have been qualified as an expert and have testified before numerous federal 

and state courts, federal and state boards of contract appeals, and domestic and international 

arbitration panels. 

8. In addition to litigation and expert witness services, I have over 40 years of experience 

consulting on construction and government contract matters. With respect to construction 

projects, I have significant experience with: Airports, Oil and Gas Facilities and Pipelines, 

Bridges and Tunnels, Industrial Facilities, Nuclear, Gas and Coal Fired Power Plants, 

Military and Commercial Launch Facilities, Waste Water Treatment Facilities, Jails and 

Prisons, Stadiums, Aqueducts, Subway and Transit, and Highways and Roads. 
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9. With respect to government contract matters, I have over 40 years of experience with Federal 

Acquisition Regulation compliance, Requests for Equitable Adjustment, Certified Claims, 

Termination for Convenience claims, false claim and fraud investigations, and other 

economic damage matters. 

10. With respect to the Bureau of Reclamation, I have experience analyzing the Bureau’s 

accounting systems, allocation methodologies and cost records.  

11. I co-authored a chapter entitled “Damages in Construction Arbitrations” included in the 2016 

book The Guide to Damages in International Arbitration published by Law Business 

Research Ltd, London. I also co-authored a chapter entitled “Types of Financial Reports and 

Opinions Issued by CPAs and Applicable Professional Standards” included in the 2010 book 

Construction Accounting – A Guide for Attorneys and Other Professionals published by the 

American Bar Association Forum on the Construction Industry. I also co-authored an article 

published in the Maryland Association of Certified Public Accountants CPA Statement 

entitled, “Professional Standards Applicable to Litigation Support.” I have taught courses and 

given presentations on financial and economic damages before a variety of professional 

groups, including the Colorado Society of Certified Public Accountants, the American Bar 

Association, and the Virginia Bar Association. I am a graduate of George Mason University. 

12. I am responsible for the services performed and the opinions given herein and have 

personally rendered or reviewed the analysis performed by the members of our staff with 

respect to them. Use of the words “I”, “my”, “we”, and “our” throughout this report means 

myself and the BDO professionals working under my direction and supervision. 

13. All work performed by BDO was completed in accordance with the American Institute of 

Certified Public Accountants (AICPA) Statement on Standards for Forensic Services.4  These 

standards require, in part, that the practitioner obtain sufficient relevant data to afford a 

reasonable basis for conclusions or recommendations in relation to any professional services 

provided. I have done so for the work performed and opinions expressed herein.  

14. The documents, data and information that I considered in performing my analysis are the 

types of documents, data and information that experts in my field typically consider and rely 

upon in performing similar damages engagements.    

 
4 Statement on Standards for Forensic Services (SSFS) No. 1 (FS sec. 100). 
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III.  FACTUAL BACKGROUND 

A. THE CENTRAL VALLEY PROJECT 

15. The CVP is a single, financially and operationally integrated multipurpose water resources 

project operated by the United States Bureau of Reclamation (Bureau or Reclamation) that 

supplies water to more than 200 long-term water contractors in the Central Valley, the San 

Francisco Bay Area, and the Santa Clara Valley. The Project’s facilities and service areas 

cover a large geographic area including 35 of California’s 58 counties. 

16. The CVP has eight authorized purposes: water supply, power, flood control, water quality, 

recreation, navigation, fish and wildlife enhancement, and fish and wildlife mitigation. 

17. The water supply function involves storing and delivering water to be used for agricultural 

irrigation (Irrigation) or municipal and industrial (M&I) purposes. 

18. The power function involves generating and transmitting electric energy that is either used 

for project purposes (e.g., water pumping) or sold to electric power purchasers (commercial 

power). In this report, when I refer to the power function, power users, or power contractors, 

I mean commercial power. The plaintiffs are power contractors. During the damages period 

at issue here, the plaintiffs purchased and paid for roughly 40 to 42 percent of all CVP power 

sold to CVP power contractors. 

19. Project facilities include dams and reservoirs, water pumping plants, and canals, aqueducts, 

and other facilities used to deliver water. They also include hydroelectric power plants and 

transmission lines used to produce and deliver the CVP generating capacity and electric 

energy sold to CVP power contractors. 

20. The United States incurred the costs to construct the CVP facilities. Water and power 

contractors reimburse the United States Treasury for a portion of those costs.  

21. The Bureau operates the CVP and contracts directly with Irrigation and M&I water users. 

There are two types of contracts: water service contracts and repayment contracts. 

Repayment contracts require contractors to repay specific cost amounts over fixed time 

periods, without regard to how much water is available or delivered. Water service contracts 

require the contractors to pay rates based on the amount of water delivered. Rates under both 

types of contracts are also calculated to ensure adequate contributions to the repayment of 
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project costs. Regardless of the form of contract for repayment of CVP costs, water 

customers pay M&R charges based on the amounts of water delivered. 

22. Commercial power users contract with the Western Area Power Administration (Western or 

WAPA), which acts as billing agent for the Bureau. The Bureau annually determines the total 

amount of money that must be collected from power users each year to cover their share of 

Project operation and maintenance (O&M) expenses, repayment of Project capital costs by 

the end of the repayment period, and the M&R payments at issue in this case. The Bureau 

informs Western of the revenue requirement for each year, and Western collects the money 

from each power contractor in proportion to the contractor’s fixed percentage share of CVP 

electric output as established in Western’s contracts with the power customers.5 Power 

contractors are required to pay the M&R payment amounts regardless of how much 

electricity actually is delivered. 

23. The United States has performed cost allocation studies at intervals over the years to 

determine how to allocate Project costs among the authorized purposes and, if needed, how 

to sub-allocate costs among users within a purpose (e.g., dividing water supply costs among 

Irrigation and M&I water users). One particular study is relevant to calculating damages in 

this case. That is the “Central Valley Project California Reallocation of CVP Costs, FY 1969-

70”6 as updated by a Bureau of Reclamation Memo entitled “Changes Caused by the 

Reallocation of the Central Valley Project Costs” (March 8, 1976).7 That study was the one 

in effect during the damage period relevant here, which Counsel informs me runs from fiscal 

year (FY) 2008 through FY 2020. In 2001, the Bureau prepared another study entitled the 

“Central Valley Project Cost Allocation Study” (May 2001).8 That study was never finalized, 

as Reclamation determined at that time that the “[then-]existing allocation is the preferred 

allocation method and will continue to use it for CVP plant-in-service allocations.”9 

 
5 The Western contracts refer to this fixed percentage share of CVP output as the contractor’s “Base Resource 
Percentage.” 
6 Defendant produced a copy of this study in discovery with Bates Nos. GOV0000125 through GOV0000446. 
7 Defendant produced a copy of this study in discovery with Bates Nos. GOV0000105 through GOV0000124. 
8 Defendant produced a copy of this study in discovery with Bates Nos. GOV0000605 through GOV0000731. 
9 Memorandum from Kirk C. Rodgers, Acting Reg’l Director, U.S. Dep’t of Interior, Bureau of Reclamation, 
regarding Central Valley Project Cost Allocation Study, May 2001 (June 25, 2001) (GOV0000606).  
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24. The United States also performs annual cost allocation updates applying the principles and 

allocation factors from the then-current cost allocation study to annual plant-in-service 

balances.  

25. The studies and annual updates together produce annual computations of the CVP costs 

allocated to water and power users for eventual repayment. The studies and updates inform 

the annual setting of rates for water service contracts and power contracts with Western, as 

well as the negotiation of longer-term repayment contracts.   

26. In January 2020, the United States issued another cost allocation study titled the “Central 

Valley Project Final Cost Allocation Study.”10 The study was issued in the middle of FY 

2020 and was not used in setting rates for that year.11 The Bureau first used the study to set 

rates beginning with FY 2021. In discovery, the United States was asked to identify each 

instance in which it “revised, rebilled, credited, surcharged, or otherwise adjusted the CVP 

repayment amount previously paid by a CVP Water User or CVP Power User.” The United 

States responded that:  

Water contractor repayment is only adjusted when an error occurs. The agency 
makes adjustments based on reconciliations only when an error in repayment has 
been identified. Reconciliations take place on an ongoing basis. Power contractor 
repayment is performed by WAPA. The sole purpose of an adjustment is to 
demonstrate errors in entering and accounting for how payments are credited.12 

B. THE CENTRAL VALLEY PROJECT IMPROVEMENT ACT  

27. In 1992, to offset the environmental impacts from the Central Valley Project, Congress 

passed the Central Valley Project Improvement Act (CVPIA). As part of the CVPIA, 

Congress created a fund designated as the “Restoration Fund” to be used to restore fish and 

wildlife habitats within the Central Valley Project.13 To raise money for the Restoration 

Fund, Congress directed the Secretary of the Interior (the Secretary) to assess several types of 

charges to CVP water and power customers. The M&R charge is at issue in this case. 

 
10 Defendant produced a copy of this study in discovery with Bates Nos. GOV0000447 through GOV0000604. 
11 The fiscal year for the federal government begins on October 1 and ends on September 30. 
12 See Def.’s Resp. to Pl.’s Interrog. No. 21. 
13 N. Cal. Power Agency v. United States, 139 Fed. Cl. 74, 77 (2018). 
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28. CVPIA section 3407(d)(2)(A)14 sets limits on the amounts of M&R payments to be assessed 

to water and power users. For example, the Secretary may not charge more than $6 per acre-

foot for agricultural water and $12 per acre-foot for M&I water sold and delivered by the 

Central Valley Project. (These and other dollar amounts in the CVPIA are stated in October 

1992 price levels; accordingly, the Bureau adjusts the dollar amounts annually to account for 

inflation.)  

29. CVPIA section 3407(d)(2)(A) also provides that the M&R payments assessed to water and 

power users should be proportional to their responsibility for repayment of the CVP on a ten-

year rolling average basis. Specifically, the statute states that: “the amount of the mitigation 

and restoration payment made by Central Valley Project water and power users, taking into 

account all funds collected under the Act, shall, to the greatest degree practicable, be 

assessed in the same proportion, measured over a ten-year rolling average, as water and 

power users’ respective allocations for repayment of the Central Valley Project.”15 In this 

report, I refer to this as the proportionality limitation. 

30. Section 3407(d)(2)(A) also states that total M&R payments—whether paid by water users or 

power users—shall not exceed $30 million per year on a three-year rolling average basis. 

Upon the completion of certain activities required by the statute, that cap will be reduced to 

$15 million per year. 

C. THE CURRENT LITIGATION 

31. I understand that, despite the proportionality limitation, the defendant historically prioritized 

collecting $30 million in annual M&R payments on a three-year rolling average basis. I 

further understand that because the amount collectable from water users was limited by law 

and hydrology and often fell short of the water users’ proportional share, the defendant 

charged to power users the difference between the water users’ payments and $30 million. As 

a result, the amounts charged to power users often exceeded their proportional shares. 

32. In 2014, plaintiffs filed a lawsuit in the U.S. Court of Federal Claims, alleging that the United 

States had charged them excessive M&R payments. The court agreed with the defendant’s 

 
14 Central Valley Project Improvement Act, Pub. L. No. 102-575, 106 Stat. 4727-28 (1992). 
15 CVPIA section 3407(d)(2)(A). 
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view that the CVPIA allowed the Bureau to prioritize collections over proportionality and to 

adopt its power-pays-the-difference policy, and dismissed the complaint.16  

33. The U.S. Court of Appeals for the Federal Circuit reversed that determination, and held that 

“[t]he proportionality requirement . . . takes priority over” the statute’s collection target.17 

The court of appeals remanded the case to the Court of Federal Claims for calculation of 

damages. 

34. In discovery after the remand, plaintiffs’ interrogatory number 17 asked the defendant to 

provide its calculation of the damages owed and the bases for that calculation. The United 

States answered, in part, that “[t]he amount of damages owed is the difference between the 

calculated amount consistent with the Federal Circuit’s opinion in NCPA v United States and 

what was actually paid. That amount is $68,154,911.” The United States provided some 

explanation of the basis for its calculation, but added that it would “disclose the details of our 

damages calculation and the assumptions underlying that calculation during the expert 

discovery phase of this litigation.”18 As explained below, I agree that damages here are the 

difference between what plaintiffs actually paid and what they should have paid had 

proportionality been applied as a binding limitation during the damages period. I disagree 

with the defendant’s preliminary calculations of what plaintiffs should have paid and their 

damages. 

IV.  SUMMARY OF OPINIONS 

35. I have quantified plaintiffs’ damages for the period FY 2008 through FY 2020 by comparing 

the actual amounts they paid to the amounts they should have paid during the damages period 

applying proportionality. 

36. To determine the proportional ratios of water and power M&R payments, I relied on a joint 

exhibit introduced during the liability phase of this case showing calculations of water users’ 

and power users’ respective allocations for repayment of CVP capital costs during the 

damages period. Specifically, I relied on a document that was introduced into evidence 

 
16 See N. Cal. Power Agency v. United States, 139 Fed. Cl. 74 (2018). 
17 N. Cal. Power Agency v. United States, 942 F.3d 1091, 1098-99 (Fed. Cir. 2019). 
18 Def.’s Resp. to Pl.’s Interrog. No. 17. 
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during the 2018 trial before the Court of Federal Claims as “Joint Exhibit 2,”19 which 

provided those amounts for rolling ten-year periods through the period ending with FY 2015. 

As the exhibit title indicates, these data were jointly sponsored by both the plaintiffs and the 

defendant. I also relied on defendant’s response to plaintiffs’ interrogatory 25, which 

provided corresponding ten-year amounts through the period ending with FY 2019. I also 

checked those amounts against—and ran alternative damages calculations using—the annual 

cost allocations that the Bureau produced during the damages period based on the 1970 study 

(as updated in 1976), which produce ten-year sums and percentages that agree closely with 

the numbers in Joint Exhibit 2 and interrogatory response 25.20 I find that Joint Exhibit 2 and 

the defendant’s response to interrogatory 25 are the most appropriate and least speculative 

measures of the proportionality limitation that should have applied during the damages 

period. 

37. Using the percentages from Joint Exhibit 2 and interrogatory 25, I computed the power M&R 

payments that would have been proportional to water users’ M&R payments, and ensured 

that the sums of those amounts would not have exceeded the statutory cap of $30 million per 

year (October 1992 price levels) on a three-year rolling average basis. I thus conclude that 

these amounts reflect what power contractors should have paid during the damages period. 

38. As noted above, damages in this case are the difference between what plaintiffs actually paid 

and what they should have paid had proportionality been applied during the damages period. 

Using these data and this method, I compute damages as follows:21 

Damages computed using Joint Exhibit 2 
and interrogatory response 25 

Damages computed using then- 
contemporaneous annual cost allocations 

$81,872,385 $82,231,012 

I calculated these amounts by finding the level of power M&R payments each year that 

would have been proportional to the M&R payments by water users during the same year.  

39. The preliminary damage calculation produced by defendant in response to interrogatory 17 

(Bates No. GOV0000002) takes a different approach: it calculates the level of power M&R 

 
19 10-Year Rolling Average of CVP Restoration Fund (ALL YEARS), Receipts for Irrigation, M&I, and Commercial 
Power, Central Valley Project, Bates No. DEF-PROD-00188930 (Ex. 2). 
20 See Attachment III, Schedules 2 & 4 to this report. 
21 See Schedules 1 & 2. 
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payments that would have been proportional, in defendant’s view, to the M&R payments by 

water users two years earlier. The so-called “two-year lag” was adopted by Reclamation for 

use in calculating power contractor M&R charge payments on a going-forward basis, 

beginning in FY 2021. Counsel has asked me to prepare an alternative damages calculation 

using that approach. Using the two-year-lag method, the corresponding damages amounts 

are:22 

Damages computed using Joint Exhibit 2 
and interrogatory response 25 

Damages computed using then- 
contemporaneous annual cost allocations 

$85,990,156 $85,962,400 

 I find that for damages purposes the current-year calculation is more consistent with the 

statutory text and historical practice, as Reclamation was not employing a two-year lag to 

calculate power contractor CVPIA charges during the damages period. I express no opinion 

regarding the use of the two-year lag for going-forward purposes. 

40. In discovery, the defendant acknowledged that it charged plaintiffs more than it should have 

charged consistent with the Federal Circuit’s opinion in N. Cal. Power Agency v. United 

States and stated that the difference—the “damages owed”—was $68,154,911.23 I find that 

this amount is significantly understated and reflects the use of erroneous and inappropriate 

inputs.  

41. Most importantly, the Government’s preliminary calculation uses incorrect proportionality 

percentages. The Government derives those percentages by making certain adjustments to the 

annual CVP cost allocation updates that were prepared each year during the damages period. 

The changes to these historical figures appear to reflect a retroactive application, solely for 

purposes of performing damage calculations, of cost allocation changes adopted 

prospectively in the 2020 cost allocation study. As discussed below, I believe those changes 

are inappropriate and unduly speculative because they were not in effect during the damages 

period, and the Government has said it does not plan to apply them retroactively to 

recalculate and rebill contractors’ past CVP repayment amounts.24 Nor does the Government 

plan to apply these percentages retroactively to revise and rebill contractors’ past M&R 
 

22 See Schedules 3 & 4 
23 See Def.’s Resp. to Pl.’s Interrog. No. 17. 
24 See Def.’s Resp. to Pl.’s Interrog. No. 21. 
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payments.25 Accordingly, as I explain below, my opinion is that these percentages should not 

be applied retroactively to calculate plaintiffs’ damages. 

42. In discovery, the Government provided partial explanations of some of its adjustments but 

stated that “[w]e will disclose the details of our damages calculation and the assumptions 

underlying that calculation during the expert discovery phase of this litigation.”26  I will 

comment on the merits of the specific adjustments when I have reviewed the details of the 

Government’s damages calculation and assumptions provided in its initial expert report.  

V. BASES FOR OPINIONS 

43. In this section, I provide the bases for my opinions.  

44. This case concerns the amount of overcharges that the Bureau collected from the plaintiffs. 

The parties seem to be in agreement that this amount should be calculated as the difference 

between what plaintiffs actually paid and what they should have paid during the damages 

period had the Bureau implemented the statutory proportionality requirement. Plaintiffs pay 

fixed percentages of the M&R payments assessed to all power contractors. Accordingly, I 

have calculated the dollar amount that all power contractors should have paid Reclamation 

during the damages period and compared that amount to what they actually paid during that 

period. Plaintiffs’ damages reflect their share of power contractors’ total overpayment during 

the damages period. 

45. To avoid undue speculation, any assessment of what power contractors should have paid 

during the damages period should reflect the facts and circumstances that existed at the time 

when the charges were levied. Consequently, the relevant data needed to calculate what the 

defendant should have charged includes: (a) the actual, historical CVPIA receipts collected 

from water users for FYs 2008 through 2020; (b) the actual, historical CVPIA receipts 

collected from power users for the same period; and (c) the actual, historical amounts of CVP 

capital costs that the Bureau then determined water and power users should repay.27 

46. The schedules included as Attachment III to this report shows my damages calculations. Here 

I describe the methods and formulas used to calculate those amounts.  

 
25 See Def.’s Resp. to Pl.’s Interrog. No. 23. 
26 Def.’s Resp. to Pl.’s Interrog. No.17. 
27 If the Government’s two-year lag method were adopted, the required data would go back to FY 2006. 
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A. FORMULAS 

47. To calculate power’s total overpayment, I compare what the defendant actually charged to 

the proportional amount that it should have charged. The formula for computing the 

proportional amount can be stated algebraically as: 

𝑃𝑜𝑤𝑒𝑟 𝑃𝑟𝑜𝑝𝑜𝑟𝑡𝑖𝑜𝑛𝑎𝑙 𝑀&𝑅
𝑊𝑎𝑡𝑒𝑟 𝐶𝑉𝑃𝐼𝐴 𝑅𝑒𝑐𝑒𝑖𝑝𝑡𝑠

𝑊𝑎𝑡𝑒𝑟 𝐶𝑉𝑃 𝑅𝑒𝑝𝑎𝑦𝑚𝑒𝑛𝑡 %
  𝑃𝑜𝑤𝑒𝑟 𝐶𝑉𝑃 𝑅𝑒𝑝𝑎𝑦𝑚𝑒𝑛𝑡 % 

In Schedule 1, I calculate the power M&R payment amount that would be proportional to 

actual water CVPIA receipts for the same year.  

48. In Schedule 1, actual water CVPIA receipts are set forth in columns E and F.28 Power 

contractors’ 10-year rolling average shares of CVP repayment allocations are set forth in 

column J. As discussed below, those percentages come from Joint Exhibit 2 and the 

defendant’s response to interrogatory 25. The water contractors’ repayment percentage is a 

computed amount calculated as 100% minus the power contractors’ percentage. Using these 

inputs, Schedule 1 calculates in column K the proportional amount that power contractors 

collectively should have paid in each FY from 2008 through 2020. Column D sets forth the 

amounts that power contractors actually paid for those FYs.29 Column L computes the 

difference between what power contractors actually paid (column D) and what they should 

have paid (column K) during the damages period. Columns M and N compute the plaintiffs’ 

shares of the total overpayment by all power contractors,30 and column O summarizes the 

result. 

49. CVPIA section 3407(d)(2)(A) requires that power’s M&R payments be proportional to 

water’s payments “taking into account all funds collected under this title.” Accordingly, 

counsel has asked me to include in “Water CVPIA Receipts” in the above formula both water 

contractors’ M&R payments (Schedule 1, column E) and other payments that water users 

make under the statute (Schedule 1, column F). My damages calculations therefore reflect the 

inclusion of those amounts. 
 

28 Bates No. GOV0000002. While I disagree with the Government’s damages computation, I do not contest their 
accounting of CVPIA receipts. 
29 Bates No. GOV0000002. While I disagree with the Government’s damages computation, I do not contest their 
accounting of CVPIA receipts. 
30 This calculation uses the plaintiffs’ cumulative Base Resource Percentages that were in effect when the charges 
were imposed. Bates No. PL_REMAND_00000347 BR Spreadsheet. 
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50. The Government’s preliminary damages calculations (Bates No. GOV0000002) compute 

purportedly proportional power payments on a two-year lagging basis. For example, for FY 

2016, the defendant calculated power payments that it claimed to be proportional to water’s 

payments for FY 2014. The defendant’s calculations use CVP repayment percentages for the 

ten-year period ending in the same FY as the water receipts—in this example, for FYs 2005 

through 2014. 

51. I understand that the Bureau adopted this method after the court of appeals decision, and used 

it to calculate proportional charges to be collected from power contractors for FY 2021. My 

understanding is that the Bureau intends to continue using the lagged method going forward. 

52. Before FY 2021, the defendant calculated power’s CVPIA charges using its power-pays-the-

difference method. The defendant applied that method on a current-year basis. In other 

words, the defendant set power’s CVPIA charges for a given year based on the difference 

between the $30 million target (1992 dollars) and water’s M&R payments for that year. The 

Bureau set charges preliminarily based on projected water receipts for the year, and then 

performed a true-up when actual water receipts for the year were known. I find it reasonable 

in calculating damages to apply proportionality the same way—on a current-year basis 

consistent with the Bureau’s historical approach for imposing CVPIA charges during the 

damages time period. Accordingly, the soundest approach to calculating damages is to apply 

proportionality without any lag, so that power customers’ CVPIA charges for a given year 

are proportional to water customers’ CVPIA payments for the same year. 

53. Nonetheless, I recognize that there is at least one advantage to the lagged approach for 

purposes of calculating damages. The defendant stated in discovery that CVP cost allocations 

for FY 2020 are not yet available, which makes it impossible to compute the average 

allocations for the ten-year period ending with FY 2020. That means damages using the 

current-year approach can be calculated with precision only through FY 2019; damages for 

2020 must rely on an estimate of the allocation percentages for the final rolling ten-year 

period. On the other hand, using the lagged approach, damages can be computed precisely 

for the entire period; 2020 damages are based on 2018 water receipts and CVP capital cost 

allocations for the ten-year period ending with FY 2018. 
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54. Given these circumstances, I have computed damages for the FY 2008–2020 period using 

both approaches. Schedule 1 shows the result using the current-year approach. As the 

Government maintains that cost allocation data for FY 2020 is not yet available, my current-

year calculations hold the proportionality percentage constant from 2019 to 2020.  

Schedule 3 shows the result using the lagged approach. For the period in question, employing 

a no-lag approach is conservative because, based upon my calculations, damages are greater 

using the lagged approach. 

B. PROPORTIONAL PERCENTAGES 

55. A key input into the damages calculation formula above is the “Power CVP Repayment %.” 

This percentage reflects power contractors’ collective share of “water and power users’ 

respective allocations for repayment of the Central Valley Project” on a ten-year rolling 

average basis. For example, in the current-year proportionality method, power contractors’ 

M&R responsibility for 2015 is calculated using a proportionality percentage that reflects the 

ratio of power users’ repayment allocations for the ten-year period 2006 through 2015 to the 

total of power and water users’ repayment allocations for the same period. 

Joint Exhibit 2 and defendant’s response to plaintiffs’ interrogatory 25 

56. During the 2018 trial in this case, the parties jointly introduced, and the court admitted into 

evidence (see Jan. 16, 2018 Tr. at 121), a document labeled Joint Exhibit 2. The document is 

titled “10-Year Rolling Average of CVP Restoration Fund (ALL YEARS) Receipts for 

Irrigation, M&I, and Commercial Power Central Valley Project,” and includes two tables. 

The first sets forth the annual CVPIA receipts paid by Irrigation, M&I Water and 

Commercial Power contractors through FY 2016, the annual totals of those receipts, and the 

percentages paid by each category during rolling ten-year periods. The second sets forth the 

ten-year sums of CVP capital costs allocated to those entities during rolling ten-year periods 

ending with FY 2015, the totals of those amounts for each period, and the percentage borne 

by Irrigation, M&I Water, and Commercial Power contractors during those periods.  

57. Joint Exhibit 2 bears Bates number DEF-PROD-00188930, and was produced by the 

Government as a native Excel file with the file name “Interrogatory & Production Items 

1.zip? Production #5\10year RA ALL YEARS thru FY2016.xlsx.” The ten-year capital cost 

sums at the bottom of Joint Exhibit 2 agree with annual capital cost allocations provided in 
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another document produced by the Government with an adjacent Bates number (DEF-

PROD-00188929) titled “Weighted Average and 10-Year Rolling Average of Repayment 

Obligations for Irrigation, M&I Water, and Commercial Power, Central Valley Project, FY 

1993-2015.” 

58. At trial, defendant’s witness Gail Trujillo-Bixby agreed that Joint Exhibit 2 represents “the 

ten-year rolling average assessment of collections and repayment allocation[s]” (see Jan. 17, 

2018 Tr. at 322:23–323:12.)31 And she agreed that “that’s what the restoration fund says in 

terms of how the repayment allocation should be measured for proportionality if they’re on 

the ten-year rolling average basis.” Jan. 17, 2018 Tr. at 323:13–17.  

59. In discovery after the remand, plaintiffs asked the Government to explain how the dollar 

amounts and percentages in Joint Exhibit 2 were derived. The Government explained that 

“[f]or each 10-year period listed in JX2, the capital costs shown is the sum of allocated 

capital costs over the preceding 10 years for Irrigation, M&I and Commercial Power, 

respectively,” reflecting the summation of annual amounts “derived from the CVP annual 

plant-in-service allocation.”32 The Government further explained that the annual plant-in-

service allocation “allocates all capital costs across the authorized purposes of the CVP and 

further sub-allocates water supply and power costs in order to assign costs for repayment by 

Irrigation, M&I, and Commercial Power.”33 The Government stated that the percentages in 

Joint Exhibit 2 represent “the proportion of total reimbursable costs over that 10-year period 

for Irrigation, M&I and Commercial Power.”34 

60. Accordingly, I conclude that Joint Exhibit 2 represents the parties’ acknowledged calculation 

of water and power users’ respective allocations for repayment of the Central Valley Project 

on a ten-year rolling average basis through FY 2015 based upon the Bureau’s actual, 

historical CVP cost allocations for power and water users. 

61. In discovery after remand, in response to plaintiffs’ interrogatory 25, the Government 

produced corresponding data calculated on the same bases for the ten-year periods 2007–

2016 through 2010–2019.35  

 
31 Defendant’s witness David Mooney testified similarly. Jan. 18, 2018 Tr. at 663:13–24. 
32 Def.’s Resp. to Pl.’s Interrog. No. 26.  
33 Id. 
34 Id. 
35 See Def.’s Resp. to Pl.’s Interrog. No. 25. 
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62. I conclude that these documents provide the ten-year rolling average percentages that should 

be used for calculating damages and most likely would have been used to compute the M&R 

payments had proportionality been applied during the damages period. 

The Bureau’s annual CVP cost allocation spreadsheets 

63. In our analysis, we also attempted to derive proportionality percentages directly from the 

annual CVP cost allocation spreadsheets produced by the defendant in discovery.  

64. For the years up through 2015 we used a series of Excel workbooks with Bates numbers 

GOV0004130-GOV0004153. These workbooks are identified as CVPIA Croffset Allocation 

Percentages (Croffset workbooks), although none carry a metadata file name beyond the 

Bates numbering system. Each file was prepared to capture a single FY of data beginning 

with 1995 through 2019. The Government’s response to plaintiffs’ interrogatory 26 pointed 

us to worksheet W in those workbooks. The range of data provided covered the necessary 

periods needed to compute the requisite ten-year averages through 2015.   

65. Additionally, in discovery the defendant produced the inputs for the years 2016-2019 in a 

series of Excel workbooks with Bates numbers beginning with GOV0001074 through 

GOV0001098. Similar to the Croffset workbooks, each file represented a single FY. The data 

received covered the FYs beginning 1995 through 2018, and the data for 2019 has not been 

provided. Each of the workbooks contained an input sheet page with the contents noted as 

CVP Cost Allocation Study.  We located data that was similar on worksheet W of each of the 

workbooks that was titled Summary of Repayment Obligations, Plant in Service Investment. 

66. Based on our review of the workbooks, it appears to us that Joint Exhibit 2 and the data 

produced in response to interrogatory 25 generally reflect—as they should—the Bureau’s 

total CVP plant-in-service amounts allocated to Irrigation, M&I Water, and Commercial 

Power each year, as reflected in those workbooks,36 without the post hoc adjustments the 

Government made in its preliminary damages calculation. 

67. We were not able to reconcile Joint Exhibit 2 and the response to interrogatory 25 with the 

workbooks completely, but the differences are not large enough to produce material 

differences in our damages calculation. On a current-year proportionality basis, damages 

 
36 The total allocations to Irrigation, M&I Water, and Commercial Power users can be found in worksheet W of the 
annual cost allocation workbooks. For example, cell L117 in worksheet W of the 2010 workbook (Bates No. 
GOV0004140) shows a total allocation to Irrigation Water Users of $1,534,677,644.23. 
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calculated using percentages from Joint Exhibit 2 and interrogatory response 25 are 

$81,872,385,37 while damages produced using percentages based on the annual workbook 

allocations are $82,231,012.38    

C. REJECTION OF RECALCULATED PERCENTAGES BASED ON POST 
HOC ADJUSTMENTS  

68. Any computation of amounts that should have been charged under the CVPIA should be 

tested for reasonableness and appropriateness of the inputs on which those calculations are 

based. The Government’s initial damage calculation (Bates No. GOV0000002) fails that test 

because it uses ahistorical proportionality percentages that are calculated based on 

inappropriate post hoc adjustments to the cost allocation amounts and percentages calculated 

during the damages period.  

69. The Government’s initial damages calculation uses ten-year rolling average percentages that 

differ substantially from the percentages shown in Joint Exhibit 2 and provided in response to 

interrogatory 25.    

 
37 See Schedule 1. 
38 See Schedule 2. 
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70. The new percentages overstate the share of CVP capital costs for which power contractors 

were considered to be responsible during the damages period. Consequently, the new 

percentages overstate the amount of M&R payments for which power contractors would have 

been responsible had proportionality been applied during the damages period in accordance 

with the Bureau’s then-applicable cost allocation study.  

71. The Government’s new proportionality percentages appear to be based on post hoc 

adjustments to the contemporaneous cost allocations developed during the damages period. 

The adjustments are discussed in the Government’s response to interrogatory 19 and 

documents cited therein, and are implemented in Excel files (Bates Nos. GOV00000960 and 

GOV0004130–GOV0004153) used to derive the Government’s purported proportionality 

percentages.  

(2)

FY 1999 - 2008 22.388% 28.13% 25.64%
FY 2000 - 2009 22.681% 28.43% 25.33%
FY 2001 - 2010 23.056% 28.87% 25.22%
FY 2002 - 2011 23.661% 29.52% 24.78%
FY 2003 - 2012 24.244% 30.21% 24.60%
FY 2004 - 2013 24.794% 30.82% 24.31%
FY 2005 - 2014 25.402% 31.49% 23.97%
FY 2006 - 2015 26.006% 32.14% 23.58%

FY 2007 - 2016 26.580% 32.72% 23.11%
FY 2008 - 2017 27.130% 33.29% 22.69%
FY 2009 - 2018 27.690% 33.71% 21.73%
FY 2010 - 2019 28.240% 34.12% 20.81%
FY 2011 - 2020 (1) -           -           -                 

(1) 2020 data currently not provided
(2) Percentage increase computed as (B) - (A) = (X); (X)/(A)=C

JX2 Percentages GOV0000002 Percentage Increase

10-Year Rolling Average of Commercial Power
Comparison of JX2 Percentages to GOV0000002

Central Valley Project

(A) (B) (C)
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72. In my view, no post hoc adjustments are appropriate because damages should reflect the 

charges that plaintiffs would have paid had the Bureau applied proportionality during the 

damages period based on then-extant data and the cost allocation studies and policies in 

effect at the time. 

73. As explained above, I will comment on specific adjustments in my rebuttal report when I 

have reviewed the detailed calculations and assumptions underlying those calculations, 

which the Government has said it will provide during the expert discovery phase.  

D. BASE RESOURCE PERCENTAGES 

74. Plaintiffs’ damages are their share of the excess charges imposed on all CVP power 

contractors during the damages period. The Bureau computes the annual M&R payment 

responsibility for all power contractors, and Western, as agent for the Bureau, divides that 

amount and assesses charges to each CVP power contractor in proportion to that contractor’s 

entitlement share of CVP power (i.e., its Base Resource Percentage). In computing plaintiffs’ 

damages, I relied on Base Resource Percentages provided by NCPA.39 The percentages I 

used are:  

 
39 Bates No. PL_REMAND_00347. 
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VI. DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

75. The list of documents, data or other information I considered in conjunction with this report can be 

found in Attachment II. 

VII. CONCLUSIONS 

76. Based on my knowledge, experience and the analysis discussed herein: 

A.  Damages in this case are the difference between the M&R payments that plaintiffs actually paid 

and what they should have paid had proportionality been applied during the damages period.  I 

have quantified plaintiffs’ damages for the period of FY 2008 through FY 2020 by comparing the 

amounts they paid to the amounts they should have paid during the damages period applying 

proportionality. 

Customers
Base Resource 
% (2004 - 2015)

Base Resource 
% (2015 - 2024)

Northern California Power Agency (summary) 17.53465% 18.87958%
Alameda Municipal Power (1.08075%, 1.20622%)
City of Biggs (0.27889%, 0.29542%)
City of Fallon (0.22100%, 0.27798%)   
City of Gridley (0.62417%, 0.66118%)
City of Healdsburg (0.18594%, 0.25146%)   
City of Lodi (0.49049%, 0.56931%)  
City of Lompoc (0.25559%, 0.32263%)  
Port of Oakland (OBRA Contract) (0.13280%, 0.14068%)  
Port of Oakland (0.43825%, 0.46423%)   
City of Palo Alto (11.62024%, 12.30917%)
Plumas-Sierra Rural Electric Cooperative (1.66003%, 1.75845%)
Truckee Donner Public Utility District (0.22000%, 0.27700%)   
City of Ukiah (0.32650%, 0.34585%) 

City of Redding (summary) (1) (2) 8.49986% 9.00085%
Redding Rancheria (0.03700%, 0.03626%)
City of Shasta Lake (0.76030%, 0.80537%)

City of Roseville 4.58170% 4.85333%
City of Santa Clara, dba Silicon Valley Power 9.06592% 9.60341%

Total Base Resource Percentage 39.68213% 42.33717%

Notes: 
Data excerpted from PL_REMAND_00000347 BR spreadsheet.xlsx
(1) City of Redding (summary) includes Redding's allocation under Western's 2004 marketing plan. 
      Pursuant to Stipulation of Agreed-Upon Facts, dated December 29, 2017, at Stipulation 9.
(2) NCPA Member BR Share.xlsx
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B.  I find that Joint Exhibit 2 and the defendant’s response to interrogatory 25 are the most 

appropriate and least speculative measures of the proportionality limitation that should have been 

applied during the damages period.  

1. Damages computed using Joint Exhibit 2 and interrogatory response 25 totaled 

$81,872,385. 

2. Damages computed using the then-contemporaneous annual cost allocations totaled 

$82,231,012. 

C. Counsel asked me to calculate the damages using the two-year lag method employed by the 

Government in GOV0000002.  

1. Damages computed using Joint Exhibit 2 and interrogatory response 25 totaled 

$85,990,156. 

2. Damages computed using then contemporaneous annual cost allocations totaled 

$85,962,400. 

I express no opinion regarding the use of the two-year lag for going-forward purposes, but I find 

that for damages purposes the current-year calculation is more consistent with the statutory text 

and historical practice than the two-year leg method.  

D. The Government’s computation of damages owed totaling $68,154,911 set forth in the 

Government’s response to interrogatory 17 is significantly understated and reflects the use of 

erroneous and inappropriate inputs.  

E. The Government’s retroactive application of the methodology utilized in the 2020 Cost 

Allocation Study is inappropriate because it was not in effect during the damages period.  

77. The opinions expressed herein are based on the information that I have reviewed to date. I reserve the 

right to supplement this report as additional information is produced by the parties, including but not 

limited to relevant information obtained through expert discovery. 

 

________________________________          August 12, 2021   
Wiley R. Wright, III           Date 
Senior Managing Director
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Resume of Wiley R. Wright, III CPA 
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EXPERIENCE
Wiley Wright is a Senior Managing Director and BDO’s Practice Leader of the Construction 
& Environmental Solutions Group. Mr. Wright specializes in providing expert witness and 
forensic accounting services to governmental agencies, private law firms, construction 
contractors, and government contractors.

Mr. Wright’s work includes change order pricing and reviews, contract compliance 
reviews, preparation and evaluation of requests for equitable adjustment and/or claims 
for damages, fraud and false claims investigations, assessing the adequacy of accounting 
systems and indirect cost rate methodologies of governmental agencies, piercing the 
corporate veil analysis, lost profit damages expert testimony on specific damage and 
cost accounting issues, accounting system design and review, cost allowability and 
allocability determinations under federal cost principles, defective pricing reviews, 
contract termination pricing assistance, Qui Tam matters financial and accounting 
analysis, and forensic accounting investigations.

Mr. Wright has testified as an expert witness before numerous state and Federal courts, 
Boards of Contract Appeals, in domestic and international arbitration, and has 
participated in numerous mediations. Mr. Wright has provided expert testimony in over 
one hundred fifty matters.

In addition to his litigation and expert witness services, Mr. Wright has over forty years 
of experience consulting on construction and government contract matters. With respect 
to construction projects, Mr. Wright has significant experience with: Airports, Oil and 
Gas Facilities and Pipelines, Bridges and Tunnels, Industrial Facilities, Power Plants, 
Military and Commercial Launch Facilities, Waste Water Treatment Facilities, Jails and 
Prisons, Stadiums, Aqueducts, Subway and Transit, and Highways and Roads. Mr. Wright 
was a Partner with mid-sized public accounting firms in the Washington, DC area prior to 
BDO and was involved in providing audit, tax, and consulting services to clients in a 
variety of industries, including a heavy concentration in the government contracts and 
construction industries. He was responsible for performing and supervising audits, 
financial statement presentation, internal control reviews, and interaction with 
regulatory agency auditors.

WWright@bdo.com

1910 Towne Centre Blvd.
Suite 250
Annapolis, MD 21401

Tel: 410-336-9866

www.bdo.com

WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions
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Mr. Wright co-authored a chapter entitled “Damages in Construction Arbitrations” 
included in Global Arbitration Review’s 2016 book The Guide to Damages in International
Arbitration. Mr. Wright also co-authored a chapter entitled “Types of Financial Reports 
and Opinions Issued by CPAs and Applicable Professional Standards” included in the 2010
book published by the American Bar Association – Forum on the Construction Industry 
titled Construction Accounting – A Guide for Attorneys and Other Professionals. Mr. 
Wright coauthored an article published in the Maryland Association of Certified Public 
Accountants’ CPA Statement entitled  "Professional Standards Applicable to Litigation 
Support.“

He has taught courses and given presentations on financial and economic damages before 
a variety of professional groups, including the Colorado Society of Certified Public
Accountants, the American Bar Association and the Virginia Bar Association.

Mr. Wright is a CPA and is a graduate of George Mason University.

LISTING OF EXPERT TESTIMONY

WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

United States of America Charles George Trucking 
Co., et al

United States District 
Court for the District of 
Massachusetts

AWM Enterprises, Inc. Noell, Inc. Fairfax County, VA, Circuit
Court

United States of America Scott’s Liquid Gold United States District 
Court, Colorado
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WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions

PLAINTIFF DEFENDANT FORUM

United States of America Broderick Investment 
Company, Tom H. 
Connolly, as Trustee, and 
Burlington Northern 
Railroad Company

United States District 
Court for the District of 
Colorado

United States of America Atlantic Richfield 
Company

Alternative Dispute 
Resolution

United States of America Atlantic Richfield 
Company

United States District 
Court for the Eastern 
District of Texas

Aerojet-General Corp United States Air Force Armed Services Board of
Contract Appeals

United States of America Salvors, Inc., et al United States District 
Court, Florida

Noell, Inc. Los Angeles Department of 
Water and Power

Superior Court of 
California

W.R. Mollohan, Inc., et al Fru-Con Construction 
Corp. et al

United States District 
Court, West Virginia

United States of America Findett Corporation United States District 
Court, Missouri

United States of America DICO, Inc. United States District 
Court, Missouri

Golden Bay Fence Co. Ray Wilson Co Superior Court of 
California, American
Arbitration Association

Joe Amaral Mechanical Clark Construction United States District 
Court, Northern District of 
California

Dillingham Construction County of Los Angeles Superior Court of 
California

United States of America ASARCO, Inc. United States District 
Court, Idaho
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WILEY R. WRIGHT, III CPA
Senior Managing Director
Practice Leader - Construction & Environmental Solutions
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United States of America Montrose Chemical Co. United States District
Court, California

United States of America
and the State of Colorado

Robert M. Friedland, et al. United States District 
Court, District of Colorado

United States of America Chrysler Corporation, Ford 
Motor Company, et al.

United States District 
Court, Northern District of 
Ohio

E.I. Dupont United States of America United States District 
Court, New Jersey

United States of America Tug ALLIE B, et al. United States District 
Court, Southern District of 
Florida

United States of America Sprague Energy, et al. United States District 
Court, North Carolina

Kiewit Construction United States of America United States Court of 
Federal Claims

United States of America Gurley Refining Co. United States District 
Court, Arkansas

United States of America W.R. Grace, et al United States District 
Court,
Montana

Miami Dade County United States of America United States District 
Court, Florida

Information Systems &
Networks Corporation

United States of America United States Federal 
Court of Claims

U.S.F.G. Dick Barton Malow, et al. United States District 
Court, District of Columbia

Carol AuClair Anteon Corporation Fairfax County, Virginia 
Circuit Court

United States of America Mallinckrodt Inc., et al United States District 
Court, District of Missouri

United States of America ASARCO, Inc United States District 
Court, Idaho
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Morrison Knudson 
International, Inc./ 
Contrak International, Inc.
J.V.

National Organization for 
Potable Water and 
Sanitary Drainage

International Commercial 
Arbitration

Hewlett Packard Telecom Egypt International Commercial 
Arbitration

Lighthouse Electric, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Kirby Electric, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

W.G. Tomko, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

C&M Contracting, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Oldcastle Precast, Inc. Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

Macgregor Industries Pennsylvania Department 
of General Services

Pennsylvania Board of 
Claims

United States of America Jay James Jackson, et al. United States District 
Court, District of Nebraska

Jackson 2000 LLC, et al. American Geotech, Inc., 
et al.

United States District 
Court, Southern
District of Ohio – Eastern 
Division

United States of America RSR Corporation, et al. United States District 
Court, Washington

United States of America Dominick Manzo, et al. United States District 
Court for the District of 
New Jersey

East Coast Glass Systems Pohl, Inc. United States District 
Court, Eastern District of 
Virginia

Gates of McLean 
Condominium

Gates of McLean
Development, LLC

Circuit Court of Fairfax 
County
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PLAINTIFF DEFENDANT FORUM

Basic Management, Inc. United States of America United States District 
Court, District of Nevada

United States of America Newmont USA Limited and
Dawn Mining Company, 
LLC

United States District 
Court, Eastern District of 
Washington

Clairton Slag, Inc. Commonwealth of
Pennsylvania, Department 
of General Services

Board of Claims, 
Commonwealth of
Pennsylvania

Lumbermens Mutual 
Casualty

United States of America United States of Court of 
Federal Claims

Sierra Club, et al., and
United States of America

MasTec North America United States District 
Court District of Oregon

Raytheon Aircraft 
Company

United States of America United States District 
Court, District of Kansas at 
Kansas City

PEC Commonwealth of 
Pennsylvania, Department 
of General Services

Board of Claims, 
Commonwealth of
Pennsylvania

Eisenhower Residential, 
L.P., et al.

Hoffman Family, L.L.C., et 
al.

Circuit Court for the City 
of Alexandria, Virginia

Maryland Economic
Development Corporation

Place/Structures, LLC et 
al.

Circuit Court for Prince
Georges County, Maryland

Travelers Casualty and 
Surety Company, as 
Administrator for Reliance 
Insurance Company

Dormitory Authority –
State of New York, TDX 
Construction, Corp. and 
Kohn Pederson Fox 
Associates, P.C.

United States District 
Court
Southern District of New 
York

L.K. Comstock & 
Company, Inc.

Thales Transport & 
Security Inc.

United States District 
Court
Eastern District of New 
York

The Mayor and Council of
Rockville, Maryland

Macris, Hendricks &
Glascock, P.A.

Circuit Court for 
Montgomery County, 
Maryland

Data Computer 
Corporation of America

United States of America United States Court of
Federal Claims
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United States of America Sunoco, Inc. US District Court Eastern 
District of Pennsylvania

TDY Holdings, LLC and
TDY Industries, Inc.

United States of America, 
United States Department 
of Defense and Robert M. 
Gates in his official 
capacity as Secretary of 
Defense

United States District 
Court
Southern District of 
California

RSC Tower I, LLC, et al Camalier Limited 
Partnership

Circuit Court for Circuit 
Court for Montgomery 
County, Maryland

SM Electric Stone & Webster 
Constructing, Inc.

American Arbitration 
Association

Environment International 
Ltd.

Chemonics International Arbitration

Evansville Greenway and
Remediation Trust

Southern Indiana Gas and
Electric Company, Inc. et 
al., and General Waste 
Products et al.

United States District 
Court
Southern District of 
Indiana Evansville Division

United States of America General Electric Company United States District 
Court for the District of 
New Hampshire

American Bridge 
Co./Edward Kraemer & 
Sons, Inc. Joint Venture

PDM Bridge, LLC American Arbitration
Association

Samuel Ecker Chugach McKinley, Inc.,
Lorton Contracting Co.Inc.
and Samuel Hernandez

Circuit Court for 
Montgomery County,
Maryland

United States of America Washington State 
Department of 
Transportation

United States District 
Court,
Western District of 
Washington

New York University
Hospitals Center

HRH Construction LLC U.S. Bankruptcy Court,
Southern District of New 
York
Adv. Pro.
No. 10-0824 (SHL)
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PLAINTIFF DEFENDANT FORUM

Nu-West Mining, Inc. and
Nu-West Industries, Inc.

United States of America United States District 
Court
District of Idaho

United States of America
and California Department 
of Toxic Substances 
Control

Sterling Centrecorp, Inc.
Stephen P. Elder, and 
Elder Development, Inc.

United States District 
Court
Eastern District of 
California

RD Rockville, LLC
RD Rockville Garage, LLC

The Mayor and Council of
Rockville

Circuit Court for 
Montgomery County,
Maryland

Horn & Associates, Inc United States of America United States Court of 
Federal Claims

United States of America Federal Resources
Corporation; Blum Real 
Estate Trust; and Bentley 
J. Blum in his capacity
as Trustee of the Blum 
Real Estate Trust

United States District 
Court of Idaho

LCM Energy Solutions United States of America United States Court of 
Federal Claims
Case No. 1:12-CV-321-TCW

Lockheed Martin Corp. United States of America United States District 
Court for the District of 
Columbia
Case No. 1:08-CV-01160-
ESH

HCLUB Investors Parc Vendome 
Condominiums

JAMS Arbitration

American Bridge Company Commonwealth of Virginia 
– Virginia Department of
Transportation

In The Circuit Court For 
The County of Accomack, 
Virginia
No. 13CL341

United States of America Emhart Industries, Inc., et 
al.

United States District 
Court for the District of 
Rhode Island
Case No. 11-023S
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South Carolina Electric &
Gas Company

Consortium of 
Westinghouse
Electric Company LLC and
Stone & Webster, Inc.

V.C. Summer Dispute 
Review
Board
Dispute No. 001-2016

United States of America
and the State of Wisconsin

NCR Corporation, et al. United States District 
Court for the Eastern 
District of Wisconsin 
Green Bay Division

Montgomery County,
Maryland et al.

Parsons Brinckerhoff, et 
al.

Circuit Court for 
Montgomery
County, Maryland

State of Alaska and City of 
North Pole (Consolidated
Plaintiffs)

Williams Alaska 
Petroleum, Inc., The 
Williams Companies, Inc., 
Flint Hills Resources 
Alaska, LLC, and Flint 
Hills Resources, LLC.

Superior Court for the 
State of Alaska, Fourth 
Judicial District at 
Fairbanks

Maintenance Enterprises,
LLC 

Orascom E&C USA Inc. International Chamber of 
Commerce – International 
Court of Arbitration

PPG Industries, Inc. United States of America, 
et al.

United States District 
Court for the District of 
New Jersey

United States of America CMS Energy Corporation, 
et al.

United States District 
Court for the Western 
District of Michigan

Maintenance Enterprises, 
LLC

Orascom E&C USA, Inc. 
and Iowa Fertilizer 
Company, LLC

United States District 
Court for the Southern 
District of Iowa 
Davenport Division

City of Lincoln United States of America, 
United States Department 
of the Air Force, United 
States General Services 
Administration, and Does
1 through 100

United States District 
Court for the Eastern 
District of California
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SNC-Lavalin Inc. Saskatchewan Power 
Corporation

Arbitration (Canada)

Manolis Painting, Inc. Maryland State Highway 
Administration

Maryland State Board of 
Contract Appeals

Mid-Atlantic Arena, LLC City of Virginia Beach Circuit Court of the City of 
Virginia Beach

O’Connor Corporation Iberdrola Energy Projects, 
Inc.

American Arbitration 
Association – International 
Centre for Dispute 
Resolution

United States of America Dayton Industrial Drum, 
Inc. and Sunoco, Inc.

United States District 
Court for the Southern 
District of Ohio Western 
Division

ECC International, LLC U.S. Army Corps of 
Engineers

Armed Services Board of 
Contract Appeals

United States of America Land O’Lakes, Inc. and 
Cushing Oklahoma 
Brownfields, LLC

United States District 
Court for the Western 
District of Oklahoma

Yuanda Canada 
Enterprises LTD.

Walsh Construction/ 
Bondfield Partnership, 
Walsh Construction 
Company Canada, 
Bondfield Construction 
Company Limited and 
Women’s College Hospital

Ontario Superior Court of 
Justice

United States of America 
and State of California

Montrose Chemical Corp. 
of California, et al.

United States District 
Court Central District of 
California, Western 
Division

Philips Lighting North 
America Corporation

Washington Metropolitan 
Area Transit Authority

Armed Services Board of 
Contract Appeals

United States of America United Park City Mines 
Company

United States District 
Court for the District of 
Utah Central Division

Italics indicate client in the matter
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WILEY R. WRIGHT, III CPA
Senior Managing Director
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PLAINTIFF DEFENDANT FORUM

Costello Construction of 
Maryland, Inc.

BoPat Electric Co., Inc. Circuit Court for Howard 
County, Maryland

ACC Construction –
McKnight Joint Venture, 
Inc.

United States Department 
of State

United States Civilian 
Board of Contract Appeals

Philips Lighting North 
America Corporation

Washington Metropolitan 
Area Transit Authority

Armed Services Board of 
Contract Appeals

TC Rich, LLC, Rifle 
Freight, Inc., Fleischer 
Customs Brokers, Richard 
G. Fleischer, and 
Jacqueline Fleischer

Hussain M. Shaikh, Haroon 
Khan, and Shah Chemical 
Corporation

United States District 
Court Central District of 
California

K&K Adams, Inc. Maryland Stadium 
Authority

Circuit Court for Baltimore 
City, Maryland

Friends of Riverside 
Airport, LLC

Department of the Army, 
Rohr, Inc., Anza Realty 
Company, Lear Siegler, 
Inc., City of Riverside, et 
al

United States District 
Court Central District of 
California, Western 
Division

Refinería de Cartagena 
S.A.

Chicago Bridge & Iron 
Company N.V., CB&I UK 
Limited and CBI 
Colombiana S.A.

International Court of 
Arbitration, International 
Chamber of Commerce

Italics indicate client in the matter

PROFESSIONAL AFFILIATIONS 
 American Bar Association
 American Institute of Certified Public Accountants (AICPA)
 Association of Certified Fraud Examiners 
 Construction Management Association of America
 National Contract Management Association
 National Association of Forensic Economics
 Society of Construction Law – North America, Board Member
 Virginia Society of Certified Public Accountants

EDUCATION
B.S., Business Administration, George Mason University
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DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

 

Docket Filings: 

1. 2015.01.20 Defendant’s Motion to Dismiss & Appendix 
2. 2015.04.01 Plaintiffs’ Opposition to Defendant’s Motion to Dismiss 
3. 2015.05.08 Defendant’s Reply to Plaintiffs’ Opposition to Defendant’s Motion to Dismiss 
4. 2016.09.27 Amended Complaint 
5. 2016.10.14 Defendant’s Answer to Amended Complaint 
6. 2017.12.05 Defendant’s Motion in Limine to Exclude Testimony 
7. 2017.12.13 Plaintiffs’ Response to Defendant’s Motion in Limine to Exclude Witness Testimony 
8. 2017.12.20 Order Denying Motion in Limine 
9. 2017.12.29 Stipulation of Agreed-Upon Facts 
10. 2018.04.02 Defendant’s Post-Trial Brief 
11. 2018.04.02 Plaintiff’s Proposed Findings of Fact and Conclusions of Law 
12. 2018.05.04 Defendant’s Response Brief 
13. 2018.05.04 Plaintiffs’ Response Brief 
14. 2019.03.29 Corrected Brief of Defendant 
15. 2015.06.29 Order on Defendant’s Motion to Dismiss 
16. 2018.07.30 United States Court of Federal Claims Opinion 
17. 2018.07.31 United States Court of Federal Claims Judgment 
18. 2019.11.06 United States Court of Appeals for the Federal Circuit, Opinion 
19. 2020.05.07 Joint Preliminary Status Report filed by Plaintiffs 
20. 2018.01.05 Defendant’s Amended Exhibit List 
21. 2019.04.25 Federal Circuit Appendix 
22. 2018.12.17 NCPA Initial Brief 
23. 2019.03.29 Government Brief 
24. 2019.04.18 NCPA Reply Brief 

Court of Federal Claims Trial Exhibits: 

1. Defendant’s Exhibits (Labeled DX01-DX27) 
2. 2017.10.30 Joint Trial Exhibits List 
3. Joint Exhibits (Labeled JTX001-JTX049) 
4. 2017.10.31 Corrected Plaintiffs’ Trial Exhibit List 
5. Plaintiffs’ Exhibits (Labeled PTX 001- PTX479) 

Transcripts and Related Materials: 

1. 2015.07.02 Telephonic Status Conference 
2. 2018.01.03 Pretrial Conference (Telephonic) Transcript 
3. 2018.01.16 Trial Volume 1 (1-246) 
4. 2018.01.17 Trial Volume 2 (247-499) 
5. 2018.01.18 Trial Volume 3 (500 – 736) 
6. 2018.01.19 Trial Volume 4 (737 – 977) 
7. 2018.01.22  Trial Volume 5 (978-1218) 
8. 2018.01.23 Trial Volume 6 (1219-1457) 
9. 2018.01.24 Trial Volume 7 (1458-1734) 
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10. 2018.01.25 Trial Volume 8 (1735-1878) 
11. 2018.06.01 Trial Volume 9 Closing Arguments (1879-1952) 
12. 2018.05.08 Cumulative Index 

Bates-Numbered Documents: 

1. DEF-PROD00127021 to DEF-PROD00127073 
2. DEF-PROD00188929 
3. DEF-PROD00188930 
4. PL_REMAND_00000345 to PL_REMAND_00000347 
5. GOV000001 to GOV0001023 
6. GOV001029 to GOV0003695 
7. GOV003697 to GOV0005811 

Other Discovery Documents: 

1. Defendant’s Second Set of Interrogatories and Second Set of Requests for Production of 
Documents  

2. Plaintiffs’ Responses to Defendant’s Second Set of Interrogatories 
3. Plaintiffs’ Responses to Defendant’s Second Set of Document Requests 
4. Plaintiffs’ Third Set of Interrogatories 
5. Plaintiffs’ Fourth Set of Interrogatories 
6. Plaintiffs’ Fifth Set of Interrogatories 
7. Defendant’s Second Supplemental Response to Plaintiffs’ First Set of Interrogatories to the 

Defendant 
8. Defendant’s Responses to Plaintiffs’ Second Set of Interrogatories 
9. Defendant’s Responses to Plaintiffs’ Third Set of Interrogatories 
10. Defendant’s Responses to Plaintiffs’ Fourth Set of Interrogatories 
11. Defendant’s Responses to Plaintiffs’ Fifth Set of Interrogatories 
12. Plaintiffs’ Third Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
13. Plaintiffs’ Fourth Set of Requests for Production of Documents, Electronically Stored 

Information, and Tangible Things 
14. Plaintiffs’ Fifth Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
15. Plaintiffs’ Sixth Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
16. Government’s Responses to Plaintiffs’ Fourth Set of Requests for the Production of Documents 
17. Government’s Responses to Plaintiffs’ Fifth Set of Requests for the Production of Documents 
18. Government’s Responses to Plaintiffs’ Sixth Set of Requests for the Production of Documents 
19. Government’s Amended Responses to Plaintiffs’ Third Set of Requests for Production of 

Documents  

Other Items: 

1. 2019.11.21 CVPIA Business Practice Guidelines 
2. 2019.11.21 CVPIA Handout Final 
3. 2019.08.16 CVPIA Reclamation Meeting Croffsets 
4. 2019.11.21 CVPIA - True-Up_Nov_Stakeholder-Mtg_FINAL 
5. 2017.09.14 CVPIA Croffsets Workshop Final 
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6. 2021.04.21 NCPA Power Overpayment 2008 – 2020 with No Lag (Final with Friant) 
7. 2021.04.21 NCPA Power Overpayment 2008 – 2020 with 2 Year Lag (Final with Friant) 
8. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant) 
9. 2021.04.21 NCPA Power Overpayment 2008 – 2015 no Lag (No Friant) 
10. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant) 
11. 2021.04.21 NCPA Power Overpayment 2008 - 2017 with 2 Year Lag (No Friant) 
12. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with No Lag (with Friant) 
13. 2021.04.21 NCPA Power Overpayment 2008 - 2017 with No Lag (No Friant) 
14. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant), as updated 
15. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant), as updated 
16. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant), as updated 
17. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant), as updated  
18. GAO Report to the Ranking Minority Member, Committee on Resources, House of 

Representatives, “Information on Allocation and Repayment of Costs of Constructing Water 
Projects,” GAO/RCED-96-109, July 1996.  

19. GAO Testimony Before the Subcommittee on Water and Power Resources, Committee on 
Resources, House of Representatives, “Reclamation Law and the Allocation of Construction 
Costs for Federal Water Projects,” GAO/T-RCED-97-150, May 1997. 

20. Toni Rae Linenberger for the Bureau of Reclamation, Pacific Northwest-Pacific Southwest 
Intertie, 1997, Reformatted, re-edited, and re-printed by Andrew H. Gahan in 2013.   

21. Reclamation Policy Manual, Water-Related Contracts and Charges – General Principles and 
Requirements, PEC P05. 

22. Central Valley Project Improvement Act, Pub. L. No. 102-575, 106 Stat. 4727-28 (1992) 
23. State of WAPA’s Assets, Winter 2021 
24. 2020.12.04 Fiscal Year 2020 Actuals – Restoration Fund Letter 
25. Ratebooks Irrigation 2003-1998 
26. Ratebooks M&I 2003-1998 
27. Interior Letter for Future Power Payments 
28. NCPA FY2020 Audited Financial Statement 
29. Discussions with Mr. Jerry Toenyes, Consultant to NCPA 
30. Discussions with Ms. Lena Perkins, Senior Resources Planner & Manager, Program for Emerging 

Technologies, City of Palo Alto 
31. NCPA_FY2020_Audited_Financial_Statement 
32. Government-Produced Spreadsheet with filename: CVPIA Croffset Alloc 

Scenarios_Fy18_updated_revised_R 
33. 2021.06.21 Damages to NCPA – 2 year lag 
34. 2021.06.21 Damages to 2008 – 2020 with No Lag 
35. CVPIA Collections 2008-2020 document 
36. Copy of NCPA member BR Share 
37. Federal Defendants’ Motion to Dismiss, Case No. 3:20-cv-05630 (D. N. Cal. 2020). 
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Schedule 1

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          42,050,295          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.924% 11,620,566        
2007 42,885,000          37,337,486          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.089% 9,842,320          
2008 43,938,000          27,378,379          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.388% 7,475,602          19,535,485         7,752,091        -                      7,752,091        
2009 45,306,000          25,447,505          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.681% 7,298,593          27,237,496         10,808,410      -                      10,808,410      
2010 45,567,000          37,328,175          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.056% 11,172,980        (491,386)            (194,992)          -                      (194,992)          
2011 46,467,000          40,504,786          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.661% 11,851,239        9,109,214           3,614,727        -                      3,614,727        
2012 46,953,000          44,263,353          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.244% 12,365,287        8,497,346           3,371,925        -                      3,371,925        
2013 48,963,000          30,445,382          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.794% 8,661,429          8,742,845           3,469,345        -                      3,469,345        
2014 49,956,000          14,589,574          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.402% 4,070,746          30,249,907         12,003,798      -                      12,003,798      
2015 50,361,000          9,753,177            40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 26.006% 2,706,726          37,682,971         -                      15,953,915      15,953,915      
2016 51,024,000          23,409,573          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.580% 7,094,454          33,860,444         -                      14,335,564      14,335,564      
2017 51,135,000          40,121,530          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.130% 12,536,321        13,510,676         -                      5,720,042        5,720,042        
2018 52,359,000          52,765,216          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.690% 17,133,900        (7,236,942)         -                      (3,063,918)       (3,063,918)       
2019 53,151,000          53,666,371          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 28.240% 17,692,357        13,086,384         -                      5,540,409        5,540,409        
2020 54,548,000          39,581,290          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 28.240% 12,949,129        6,049,219           -                      2,561,070        2,561,070        
Total 723,827,000$      518,642,091$      351,697,526$    364,170,443$    98,688,743$      715,867,970$    814,556,713$         154,471,648$    199,833,660$     40,825,305$    41,047,081$    81,872,385$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power

(2) Actual Power M&R as a Percent of Total Power & Water M&R

(3) Power's 10-Year Rolling Average Capital CVP Percentages (JTX2/Interrogatory 25)

(4) Power M&R Obligation Proportional to (Water M&R + Other Water)

(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)

compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet

which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag

CVPIA 3407 Actual Collections (8):
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Schedule 2

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          41,909,000          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.715% 11,479,271        
2007 42,885,000          37,316,164          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.052% 9,820,998          
2008 43,938,000          28,054,366          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 23.928% 8,151,589          18,859,498         7,483,845        -                      7,483,845        
2009 45,306,000          25,432,246          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.644% 7,283,335          27,252,754         10,814,465      -                      10,814,465      
2010 45,567,000          37,305,703          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.020% 11,150,508        (468,914)            (186,075)          -                      (186,075)          
2011 46,467,000          40,459,134          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.591% 11,805,586        9,154,866           3,632,843        -                      3,632,843        
2012 46,953,000          44,215,113          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.172% 12,317,046        8,545,587           3,391,068        -                      3,391,068        
2013 48,963,000          30,442,083          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.787% 8,658,130          8,746,144           3,470,653        -                      3,470,653        
2014 49,956,000          14,585,355          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.382% 4,066,527          30,254,126         12,005,472      -                      12,005,472      
2015 50,361,000          9,745,738            40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 25.953% 2,699,287          37,690,410         -                      15,957,064      15,957,064      
2016 51,024,000          23,352,339          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.422% 7,037,220          33,917,678         -                      14,359,795      14,359,795      
2017 51,135,000          40,026,521          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 26.980% 12,441,312        13,605,685         -                      5,760,266        5,760,266        
2018 52,359,000          52,640,169          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.544% 17,008,853        (7,111,895)         -                      (3,010,977)       (3,010,977)       
2019 53,151,000          53,051,139          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 27.528% 17,077,124        13,701,617         -                      5,800,881        5,800,881        
2020 54,548,000          39,130,998          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 27.528% 12,498,837        6,499,511           -                      2,751,711        2,751,711        
Total 723,827,000$      517,666,067$      351,697,526$    364,170,443$    98,688,743$      715,867,970$    814,556,713$         153,495,624$    200,647,066$     40,612,272$    41,618,740$    82,231,012$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power

(2) Actual Power M&R as a Percent of Total Power & Water M&R

(3) Power's 10-Year Rolling Average Capital CVP Percentages 

(4) Power M&R Obligation Proportional to (Water M&R + Other Water)

(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)

compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet

which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag, as Recomputed

CVPIA 3407 Actual Collections (8):
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Schedule 3

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          39,809,669          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.924% 9,379,939          
2007 42,885,000          38,250,246          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.089% 10,755,080        
2008 43,938,000          31,523,343          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.388% 11,620,566        15,390,521         6,107,282        -                      6,107,282        
2009 45,306,000          27,991,232          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.681% 9,842,321          24,693,768         9,799,006        -                      9,799,006        
2010 45,567,000          33,630,797          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.056% 7,475,602          3,205,992           1,272,205        -                      1,272,205        
2011 46,467,000          35,952,141          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.661% 7,298,593          13,661,859         5,421,312        -                      5,421,312        
2012 46,953,000          43,071,046          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.244% 11,172,980        9,689,653           3,845,058        -                      3,845,058        
2013 48,963,000          33,635,192          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.794% 11,851,239        5,553,035           2,203,561        -                      2,203,561        
2014 49,956,000          22,884,115          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.402% 12,365,287        21,955,366         8,712,350        -                      8,712,350        
2015 50,361,000          15,707,880          40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 26.006% 8,661,429          31,728,268         -                      13,432,860      13,432,860      
2016 51,024,000          20,385,865          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.580% 4,070,746          36,884,152         -                      15,615,717      15,615,717      
2017 51,135,000          30,291,935          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.130% 2,706,726          23,340,271         -                      9,881,617        9,881,617        
2018 52,359,000          42,725,770          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.690% 7,094,454          2,802,504           -                      1,186,502        1,186,502        
2019 53,151,000          48,510,335          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 28.240% 12,536,321        18,242,420         -                      7,723,330        7,723,330        
2020 54,548,000          43,766,061          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 28.240% 17,133,900        1,864,448           -                      789,355           789,355           
Total 723,827,000$      508,135,626$      351,697,526$    364,170,444$    98,688,744$      715,867,970$    814,556,713$         143,965,182$    209,012,258$     37,360,775$    48,629,382$    85,990,156$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power

(2) Actual Power M&R as a Percent of Total Power & Water M&R

(3) Power's 10-Year Rolling  Average Capital CVP Percentages (JTX2/Interrogatory 25)

(4) Power M&R Obligation Proportional to (Water M&R + Other Water)

(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)

compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet

which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag

CVPIA 3407 Actual Collections (8):
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Schedule 4

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power 

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          39,809,669          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.715% 9,379,939          
2007 42,885,000          38,250,246          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.052% 10,755,080        
2008 43,938,000          31,382,047          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 23.928% 11,479,271        15,531,817         6,163,351        -                      6,163,351        
2009 45,306,000          27,969,909          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.644% 9,820,998          24,715,091         9,807,467        -                      9,807,467        
2010 45,567,000          34,306,784          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.020% 8,151,589          2,530,005           1,003,959        -                      1,003,959        
2011 46,467,000          35,936,883          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.591% 7,283,335          13,677,117         5,427,367        -                      5,427,367        
2012 46,953,000          43,048,574          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.172% 11,150,508        9,712,125           3,853,975        -                      3,853,975        
2013 48,963,000          33,589,539          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.787% 11,805,586        5,598,688           2,221,677        -                      2,221,677        
2014 49,956,000          22,835,874          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.382% 12,317,046        22,003,607         8,731,493        -                      8,731,493        
2015 50,361,000          15,704,581          40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 25.953% 8,658,130          31,731,567         -                      13,434,257      13,434,257      
2016 51,024,000          20,381,646          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.422% 4,066,527          36,888,371         -                      15,617,503      15,617,503      
2017 51,135,000          30,284,496          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 26.980% 2,699,287          23,347,710         -                      9,884,767        9,884,767        
2018 52,359,000          42,668,536          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.544% 7,037,220          2,859,738           -                      1,210,733        1,210,733        
2019 53,151,000          48,415,326          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 27.528% 12,441,312        18,337,429         -                      7,763,554        7,763,554        
2020 54,548,000          43,641,014          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 27.528% 17,008,853        1,989,495           -                      842,297           842,297           
Total 723,827,000$      508,225,125$      351,697,526$    364,170,444$    98,688,744$      715,867,970$    814,556,713$         144,054,682$    208,922,759$     37,209,290$    48,753,110$    85,962,400$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power

(2) Actual Power M&R as a Percent of Total Power & Water M&R

(3) Power's 10-Year Rolling  Average Capital CVP Percentages 

(4) Power M&R Obligation Proportional to (Water M&R + Other Water)

(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)

compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet

which agree to percentages used by the Government in GOV0000002

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag, as Recomputed

CVPIA 3407 Actual Collections (8):
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I. INTRODUCTION AND SCOPE OF WORK 

1. My name is Wiley R. Wright, III. I have been retained by the plaintiffs in this case—

Northern California Power Agency (NCPA) and the Cities of Redding, Roseville, and Santa 

Clara, California—to provide my opinions concerning the methods and data to use to 

compute damages in this case. I also have been asked to perform and present the necessary 

damage calculations.  

2. For my analysis and testimony, I will be compensated at my usual hourly rate of $350. 

3. The Cities of Redding, Roseville, and Santa Clara are members of NCPA, and in this report I 

refer to the plaintiffs collectively as NCPA. 

4. I issued an affirmative report in this matter on August 12, 2021 that set forth my opinions 

regarding the methods and data used to compute damages in this case, presented my 

calculation of damages and included a discussion of the Central Valley Project, the Central 

Valley Project Improvement Act, and the issues in the current litigation (affirmative report). 

In the affirmative report, I calculated damages using the historically applicable 

proportionality percentages set forth in a joint trial exhibit already in evidence and 

corresponding percentages produced in discovery for later years. As a check, I also 

calculated damages using proportionality percentages I derived directly from annual cost 

allocation spreadsheets that the Bureau prepared during the damages period. 

5. After issuing my affirmative report, I discovered a formula error in the alternative damages 

calculation models. This report includes the correction to the damages amounts using the 

alternative method set forth in my affirmative report.  

II. EXPERT QUALIFICATIONS AND PREVIOUS TESTIMONY 

6. My qualifications and experience, including a copy of my resume, were addressed and 

included in my affirmative report.  

7. I am responsible for the services performed and the opinions given herein and have 

personally rendered or reviewed the analysis performed by the members of our staff with 

respect to them. Use of the words “I”, “my”, “we”, and “our” throughout this report means 

myself and the BDO professionals working under my direction and supervision. 
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8. All work performed by BDO was completed in accordance with the American Institute of 

Certified Public Accountants (AICPA) Statement on Standards for Forensic Services.1  These 

standards require, in part, that the practitioner obtain sufficient relevant data to afford a 

reasonable basis for conclusions or recommendations in relation to any professional services 

provided. I have done so for the work performed and opinions expressed herein.  

9. The documents, data and information that I considered in performing my analysis are the 

types of documents, data and information that experts in my field typically consider and rely 

upon in performing similar damages engagements.    

III. SUMMARY OF OPINIONS 

Correction of alternative quantification of damage amounts 

10. As reflected in my affirmative report, I quantified Plaintiffs’ damages for the period fiscal 

year (FY) 2008 through FY 2020 by comparing the actual amounts they paid to the amounts 

they should have paid during the damages period applying proportionality. My damages 

calculations were presented in my affirmative report. Subsequent to the issuance of my 

affirmative report, I identified formula errors in an Excel worksheet I used to develop my 

damages calculations using then-contemporaneous annual cost allocations for both the no lag 

and two-year lag approaches. The formula errors had no impact on my calculations of 

damages using Joint Exhibit 2 and interrogatory response 25 presented in my affirmative 

report; those amounts remain unchanged.    

IV. BASES FOR OPINIONS 

11. As I explained in my August 12, 2021 affirmative report, this is an overcharge case. Under 

the Central Valley Project Improvement Act (CVPIA), the United States imposes charges—

called “mitigation and restoration” (M&R) payments—on contractors that receive water or 

electric power from the Central Valley Project (CVP or Project). The CVPIA requires that, to 

the greatest degree practicable, M&R charges be collected from water and power contractors 

in the same proportion measured over a ten-year rolling average as their respective 

 
 

1 Statement on Standards for Forensic Services (SSFS) No. 1 (FS sec. 100). 
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allocations of responsibility to repay CVP costs. The United States, however, did not abide 

by that limitation and instead imposed disproportionate charges upon the plaintiffs and other 

power contractors. In my affirmative report, I quantified the proportionate amounts that the 

United States should have charged plaintiffs during the relevant period and the 

disproportionate excess that it actually charged them, which the Government should pay as 

damages. 

12. In my report, I calculated what the United States should have charged by using the 

proportionality percentages set forth in Joint Exhibit 2—an exhibit the parties jointly 

sponsored during the 2018 trial to show the ten-year rolling average of water and power 

contractors’ repayment allocations through FY 2015. See Jan. 17, 2018 Tr. at 322:23–323:12. 

For later years, I used percentages provided by the Government in response to plaintiffs’ 

interrogatory 25, which asked the Government for percentages calculated on the same basis 

as Joint Exhibit 2 covering the ten-year periods 2007–2016 through 2011–2020.2 I explained 

that these percentages reflected the cost allocations actually in effect during the damages 

period, and were the least speculative percentages to use in calculating damages. 

13. As a check, I also performed damages calculations using proportionality percentages I 

derived directly from CVP cost allocation spreadsheets that the Government prepared 

annually during the damages period. See paragraphs 63–67 & schedules 2 and 4 of my 

August 12, 2021 affirmative report. Using these percentages, schedule 2 compared plaintiffs’ 

actual payments to what they would have been had power’s M&R payment been proportional 

to water’s CVPIA payments for the same year. Schedule 4 estimated damages as if power’s 

M&R payments had been proportional to water’s CVPIA payments two years earlier. 

14. Subsequent to the issuance of my affirmative report of August 12, 2021, I noted an error in 

the calculations and resulting damages estimate based on these then-contemporaneous annual 

spreadsheets. The errors were due to (1) a formula that carried through an entire column of 

totals, (2) one of the ten-year rolling averages incorrectly included 11 years of costs, and 

(3) a typographical error of the commercial power input for 2015. The cumulative result of 

 
 

2 As explained in my August 12, 2021 affirmative report, the Government provided data through FYs 2010–2019, 
and asserted that cost allocation data for 2020 was not yet available. In my damage calculations, when 
proportionality percentages for FY 2020 were required, I held the percentages constant from 2019 to 2020.  
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these errors changed the ten-year rolling average percentages which impacted the total 

damage amounts. The no lag damage amount decreased by $54,950 as compared to the 

amount that was in my affirmative report. The two-year lag damage amount increased by 

$195,525 as compared to the amount reflected in my affirmative report.    

15. I have attached to this supplemental report amended versions of schedules 2 and 4 reflecting 

my corrected calculations. Schedules 1 and 3 remain unchanged, and represent my opinion 

about the damages the defendant owes using proportionality percentages from Joint Exhibit 2 

and interrogatory 25. The tables below summarize the changed and unchanged damage 

amounts: 

No lag 

Damages using Joint 
Exhibit 2 and 

Interrogatory 25 
(unchanged) 
[Schedule 1] 

Damages presented in 
affirmative report using then-
contemporaneous annual cost 

allocations 
[Schedule 2] 

Damages using then-
contemporaneous annual cost 

allocations, as recalculated 
 

[Amended Schedule 2] 

$81,872,385 $82,231,012 $82,176,062 

 

Two-year lag 

Damages using Joint 
Exhibit 2 and 

Interrogatory 25 
(unchanged) 
[Schedule 3] 

Damages presented in 
affirmative report using then-
contemporaneous annual cost 

allocations  
[Schedule 4] 

Damages using then-
contemporaneous annual cost 

allocations, as recalculated 
 

[Amended Schedule 4] 

$85,990,156 $85,962,400 $86,157,925 

16. For the reasons explained in my August 12, 2021 affirmative report, the amount calculated in 

schedule 1—$81,872,385—is the amount I believe the court should award as damages. 

V. DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

17. The list of documents, data or other information I considered in conjunction with this report 

can be found in Attachment I. 
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VI. CONCLUSIONS 

18. Except as noted above, the conclusions set forth in my August 12, 2021 affirmative report 

remain unchanged.  

 

________________________________        September 10, 2021   
Wiley R. Wright, III           Date 
Senior Managing Director
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ATTACHMENT I 
 
 

Documents, Data or Other Information Considered 
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DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

 

Docket Filings: 

1. 2015.01.20 Defendant’s Motion to Dismiss & Appendix 
2. 2015.04.01 Plaintiffs’ Opposition to Defendant’s Motion to Dismiss 
3. 2015.05.08 Defendant’s Reply to Plaintiffs’ Opposition to Defendant’s Motion to Dismiss 
4. 2016.09.27 Amended Complaint 
5. 2016.10.14 Defendant’s Answer to Amended Complaint 
6. 2017.12.05 Defendant’s Motion in Limine to Exclude Testimony 
7. 2017.12.13 Plaintiffs’ Response to Defendant’s Motion in Limine to Exclude Witness Testimony 
8. 2017.12.20 Order Denying Motion in Limine 
9. 2017.12.29 Stipulation of Agreed-Upon Facts 
10. 2018.04.02 Defendant’s Post-Trial Brief 
11. 2018.04.02 Plaintiff’s Proposed Findings of Fact and Conclusions of Law 
12. 2018.05.04 Defendant’s Response Brief 
13. 2018.05.04 Plaintiffs’ Response Brief 
14. 2019.03.29 Corrected Brief of Defendant 
15. 2015.06.29 Order on Defendant’s Motion to Dismiss 
16. 2018.07.30 United States Court of Federal Claims Opinion 
17. 2018.07.31 United States Court of Federal Claims Judgment 
18. 2019.11.06 United States Court of Appeals for the Federal Circuit, Opinion 
19. 2020.05.07 Joint Preliminary Status Report filed by Plaintiffs 
20. 2018.01.05 Defendant’s Amended Exhibit List 
21. 2019.04.25 Federal Circuit Appendix 
22. 2018.12.17 NCPA Initial Brief 
23. 2019.03.29 Government Brief 
24. 2019.04.18 NCPA Reply Brief 

Court of Federal Claims Trial Exhibits: 

1. Defendant’s Exhibits (Labeled DX01-DX27) 
2. 2017.10.30 Joint Trial Exhibits List 
3. Joint Exhibits (Labeled JTX001-JTX049) 
4. 2017.10.31 Corrected Plaintiffs’ Trial Exhibit List 
5. Plaintiffs’ Exhibits (Labeled PTX 001- PTX479) 

Transcripts and Related Materials: 

1. 2015.07.02 Telephonic Status Conference 
2. 2018.01.03 Pretrial Conference (Telephonic) Transcript 
3. 2018.01.16 Trial Volume 1 (1-246) 
4. 2018.01.17 Trial Volume 2 (247-499) 
5. 2018.01.18 Trial Volume 3 (500 – 736) 
6. 2018.01.19 Trial Volume 4 (737 – 977) 
7. 2018.01.22  Trial Volume 5 (978-1218) 
8. 2018.01.23 Trial Volume 6 (1219-1457) 
9. 2018.01.24 Trial Volume 7 (1458-1734) 
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10. 2018.01.25 Trial Volume 8 (1735-1878) 
11. 2018.06.01 Trial Volume 9 Closing Arguments (1879-1952) 
12. 2018.05.08 Cumulative Index 

Bates-Numbered Documents: 

1. DEF-PROD00127021 to DEF-PROD00127073 
2. DEF-PROD00188929 
3. DEF-PROD00188930 
4. PL_REMAND_00000345 to PL_REMAND_00000347 
5. GOV000001 to GOV0001023 
6. GOV001029 to GOV0003695 
7. GOV003697 to GOV0005811 

Other Discovery Documents: 

1. Defendant’s Second Set of Interrogatories and Second Set of Requests for Production of 
Documents  

2. Plaintiffs’ Responses to Defendant’s Second Set of Interrogatories 
3. Plaintiffs’ Responses to Defendant’s Second Set of Document Requests 
4. Plaintiffs’ Third Set of Interrogatories 
5. Plaintiffs’ Fourth Set of Interrogatories 
6. Plaintiffs’ Fifth Set of Interrogatories 
7. Defendant’s Second Supplemental Response to Plaintiffs’ First Set of Interrogatories to the 

Defendant 
8. Defendant’s Responses to Plaintiffs’ Second Set of Interrogatories 
9. Defendant’s Responses to Plaintiffs’ Third Set of Interrogatories 
10. Defendant’s Responses to Plaintiffs’ Fourth Set of Interrogatories 
11. Defendant’s Responses to Plaintiffs’ Fifth Set of Interrogatories 
12. Plaintiffs’ Third Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
13. Plaintiffs’ Fourth Set of Requests for Production of Documents, Electronically Stored 

Information, and Tangible Things 
14. Plaintiffs’ Fifth Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
15. Plaintiffs’ Sixth Set of Requests for Production of Documents, Electronically Stored Information, 

and Tangible Things 
16. Government’s Responses to Plaintiffs’ Fourth Set of Requests for the Production of Documents 
17. Government’s Responses to Plaintiffs’ Fifth Set of Requests for the Production of Documents 
18. Government’s Responses to Plaintiffs’ Sixth Set of Requests for the Production of Documents 
19. Government’s Amended Responses to Plaintiffs’ Third Set of Requests for Production of 

Documents  

Other Items: 

1. 2019.11.21 CVPIA Business Practice Guidelines 
2. 2019.11.21 CVPIA Handout Final 
3. 2019.08.16 CVPIA Reclamation Meeting Croffsets 
4. 2019.11.21 CVPIA - True-Up_Nov_Stakeholder-Mtg_FINAL 
5. 2017.09.14 CVPIA Croffsets Workshop Final 
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6. 2021.04.21 NCPA Power Overpayment 2008 – 2020 with No Lag (Final with Friant) 
7. 2021.04.21 NCPA Power Overpayment 2008 – 2020 with 2 Year Lag (Final with Friant) 
8. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant) 
9. 2021.04.21 NCPA Power Overpayment 2008 – 2015 no Lag (No Friant) 
10. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant) 
11. 2021.04.21 NCPA Power Overpayment 2008 - 2017 with 2 Year Lag (No Friant) 
12. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with No Lag (with Friant) 
13. 2021.04.21 NCPA Power Overpayment 2008 - 2017 with No Lag (No Friant) 
14. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant), as updated 
15. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant), as updated 
16. 2021.04.21 NCPA Power Overpayment 2008 – 2017 with 2 Year Lag (with Friant), as updated 
17. 2021.04.21 NCPA Power Overpayment 2008 – 2015 with No Lag (with Friant), as updated  
18. GAO Report to the Ranking Minority Member, Committee on Resources, House of 

Representatives, “Information on Allocation and Repayment of Costs of Constructing Water 
Projects,” GAO/RCED-96-109, July 1996.  

19. GAO Testimony Before the Subcommittee on Water and Power Resources, Committee on 
Resources, House of Representatives, “Reclamation Law and the Allocation of Construction 
Costs for Federal Water Projects,” GAO/T-RCED-97-150, May 1997. 

20. Toni Rae Linenberger for the Bureau of Reclamation, Pacific Northwest-Pacific Southwest 
Intertie, 1997, Reformatted, re-edited, and re-printed by Andrew H. Gahan in 2013.   

21. Reclamation Policy Manual, Water-Related Contracts and Charges – General Principles and 
Requirements, PEC P05. 

22. Central Valley Project Improvement Act, Pub. L. No. 102-575, 106 Stat. 4727-28 (1992) 
23. State of WAPA’s Assets, Winter 2021 
24. 2020.12.04 Fiscal Year 2020 Actuals – Restoration Fund Letter 
25. Ratebooks Irrigation 2003-1998 
26. Ratebooks M&I 2003-1998 
27. Interior Letter for Future Power Payments 
28. NCPA FY2020 Audited Financial Statement 
29. Discussions with Mr. Jerry Toenyes, Consultant to NCPA 
30. Discussions with Ms. Lena Perkins, Senior Resources Planner & Manager, Program for Emerging 

Technologies, City of Palo Alto 
31. NCPA_FY2020_Audited_Financial_Statement 
32. Government-Produced Spreadsheet with filename: CVPIA Croffset Alloc 

Scenarios_Fy18_updated_revised_R 
33. 2021.06.21 Damages to NCPA – 2 year lag 
34. 2021.06.21 Damages to 2008 – 2020 with No Lag 
35. CVPIA Collections 2008-2020 document 
36. Copy of NCPA member BR Share 
37. Federal Defendants’ Motion to Dismiss, Case No. 3:20-cv-05630 (D. N. Cal. 2020). 
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Schedule 1

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          42,050,295          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.924% 11,620,566        
2007 42,885,000          37,337,486          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.089% 9,842,320          
2008 43,938,000          27,378,379          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.388% 7,475,602          19,535,485         7,752,091        -                      7,752,091        
2009 45,306,000          25,447,505          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.681% 7,298,593          27,237,496         10,808,410      -                      10,808,410      
2010 45,567,000          37,328,175          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.056% 11,172,980        (491,386)            (194,992)          -                      (194,992)          
2011 46,467,000          40,504,786          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.661% 11,851,239        9,109,214           3,614,727        -                      3,614,727        
2012 46,953,000          44,263,353          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.244% 12,365,287        8,497,346           3,371,925        -                      3,371,925        
2013 48,963,000          30,445,382          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.794% 8,661,429          8,742,845           3,469,345        -                      3,469,345        
2014 49,956,000          14,589,574          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.402% 4,070,746          30,249,907         12,003,798      -                      12,003,798      
2015 50,361,000          9,753,177            40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 26.006% 2,706,726          37,682,971         -                      15,953,915      15,953,915      
2016 51,024,000          23,409,573          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.580% 7,094,454          33,860,444         -                      14,335,564      14,335,564      
2017 51,135,000          40,121,530          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.130% 12,536,321        13,510,676         -                      5,720,042        5,720,042        
2018 52,359,000          52,765,216          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.690% 17,133,900        (7,236,942)         -                      (3,063,918)       (3,063,918)       
2019 53,151,000          53,666,371          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 28.240% 17,692,357        13,086,384         -                      5,540,409        5,540,409        
2020 54,548,000          39,581,290          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 28.240% 12,949,129        6,049,219           -                      2,561,070        2,561,070        
Total 723,827,000$      518,642,091$      351,697,526$    364,170,443$    98,688,743$      715,867,970$    814,556,713$         154,471,648$    199,833,660$     40,825,305$    41,047,081$    81,872,385$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power

(2) Actual Power M&R as a Percent of Total Power & Water M&R

(3) Power's 10-Year Rolling Average Capital CVP Percentages (JTX2/Interrogatory 25)

(4) Power M&R Obligation Proportional to (Water M&R + Other Water)

(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)

compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet

which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag

CVPIA 3407 Actual Collections (8):
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Amended Schedule 2

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          41,909,000          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.715% 11,479,271        
2007 42,885,000          37,316,164          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.052% 9,820,998          
2008 43,938,000          27,362,327          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.351% 7,459,551          19,551,537         7,758,460        -                      7,758,460        
2009 45,306,000          25,432,246          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.644% 7,283,335          27,252,754         10,814,465      -                      10,814,465      
2010 45,567,000          37,305,703          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.020% 11,150,508        (468,914)            (186,075)          -                      (186,075)          
2011 46,467,000          40,459,134          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.591% 11,805,586        9,154,866           3,632,843        -                      3,632,843        
2012 46,953,000          44,215,113          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.172% 12,317,046        8,545,587           3,391,068        -                      3,391,068        
2013 48,963,000          30,442,083          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.787% 8,658,130          8,746,144           3,470,653        -                      3,470,653        
2014 49,956,000          14,585,355          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.382% 4,066,527          30,254,126         12,005,472      -                      12,005,472      
2015 50,361,000          9,744,950            40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 25.947% 2,698,499          37,691,198         -                      15,957,398      15,957,398      
2016 51,024,000          23,388,911          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.523% 7,073,792          33,881,106         -                      14,344,312      14,344,312      
2017 51,135,000          40,090,715          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.081% 12,505,506        13,541,491         -                      5,733,088        5,733,088        
2018 52,359,000          52,727,002          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.645% 17,095,686        (7,198,728)         -                      (3,047,740)       (3,047,740)       
2019 53,151,000          53,392,739          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 27.925% 17,418,725        13,360,016         -                      5,656,257        5,656,257        
2020 54,548,000          39,381,017          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 27.925% 12,748,856        6,249,492           -                      2,645,860        2,645,860        
Total 723,827,000$      517,752,459$      351,697,526$    364,170,443$    98,688,743$      715,867,970$    814,556,713$         153,582,016$    200,560,674$     40,886,888$    41,289,175$    82,176,062$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power

(2) Actual Power M&R as a Percent of Total Power & Water M&R

(3) Power's 10-Year Rolling Average Capital CVP Percentages 

(4) Power M&R Obligation Proportional to (Water M&R + Other Water)

(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)

compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet

which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment - No Lag, as Recomputed

CVPIA 3407 Actual Collections (8):
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Schedule 3

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          39,809,669          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.924% 9,379,939          
2007 42,885,000          38,250,246          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.089% 10,755,080        
2008 43,938,000          31,523,343          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.388% 11,620,566        15,390,521         6,107,282        -                      6,107,282        
2009 45,306,000          27,991,232          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.681% 9,842,321          24,693,768         9,799,006        -                      9,799,006        
2010 45,567,000          33,630,797          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.056% 7,475,602          3,205,992           1,272,205        -                      1,272,205        
2011 46,467,000          35,952,141          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.661% 7,298,593          13,661,859         5,421,312        -                      5,421,312        
2012 46,953,000          43,071,046          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.244% 11,172,980        9,689,653           3,845,058        -                      3,845,058        
2013 48,963,000          33,635,192          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.794% 11,851,239        5,553,035           2,203,561        -                      2,203,561        
2014 49,956,000          22,884,115          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.402% 12,365,287        21,955,366         8,712,350        -                      8,712,350        
2015 50,361,000          15,707,880          40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 26.006% 8,661,429          31,728,268         -                      13,432,860      13,432,860      
2016 51,024,000          20,385,865          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.580% 4,070,746          36,884,152         -                      15,615,717      15,615,717      
2017 51,135,000          30,291,935          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.130% 2,706,726          23,340,271         -                      9,881,617        9,881,617        
2018 52,359,000          42,725,770          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.690% 7,094,454          2,802,504           -                      1,186,502        1,186,502        
2019 53,151,000          48,510,335          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 28.240% 12,536,321        18,242,420         -                      7,723,330        7,723,330        
2020 54,548,000          43,766,061          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 28.240% 17,133,900        1,864,448           -                      789,355           789,355           
Total 723,827,000$      508,135,626$      351,697,526$    364,170,444$    98,688,744$      715,867,970$    814,556,713$         143,965,182$    209,012,258$     37,360,775$    48,629,382$    85,990,156$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power

(2) Actual Power M&R as a Percent of Total Power & Water M&R

(3) Power's 10-Year Rolling  Average Capital CVP Percentages (JTX2/Interrogatory 25)

(4) Power M&R Obligation Proportional to (Water M&R + Other Water)

(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)

compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet

which agree to percentages used by the Government in GOV0000002.

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag

CVPIA 3407 Actual Collections (8):
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Amended Schedule 4

A B C D E F G H I J K L M N O

$30 Million Total Water & Total Power & Proportional Power 

Fiscal Year (7)
Limit Indexed 

for Inflation (5)
Proportional 
Power M&R Power M&R Water M&R Other Water

 Water M&R 
(1)

Total All 
Collections

CVPIA Annual 
% (2)

CVP 10-Year % 
(3)

Power M&R 
(4)

Over/(Under) 
Payment

NCPA Share 
39.68% (6)

NCPA Share 
42.34% (6)

Total NCPA 
Overpayment

2006 41,214,000          39,809,669          13,488,271        30,429,729        10,953,565        43,918,000        54,871,565            24.582% 21.715% 9,379,939          
2007 42,885,000          38,250,246          5,366,834          27,495,166        7,220,078          32,862,000        40,082,078            13.390% 22.052% 10,755,080        
2008 43,938,000          31,382,047          27,011,088        19,902,777        6,012,734          46,913,864        52,926,598            51.035% 22.351% 11,479,271        15,531,817         6,163,351        -                      6,163,351        
2009 45,306,000          27,969,909          34,536,089        18,148,911        6,731,823          52,685,000        59,416,823            58.125% 22.644% 9,820,998          24,715,091         9,807,467        -                      9,807,467        
2010 45,567,000          33,614,746          10,681,594        26,155,195        11,132,008        36,836,789        47,968,797            22.268% 23.020% 7,459,551          3,222,043           1,278,574        -                      1,278,574        
2011 46,467,000          35,936,883          20,960,452        28,653,548        9,582,862          49,614,000        59,196,862            35.408% 23.591% 7,283,335          13,677,117         5,427,367        -                      5,427,367        
2012 46,953,000          43,048,574          20,862,633        31,898,066        6,740,140          52,760,699        59,500,839            35.063% 24.172% 11,150,508        9,712,125           3,853,975        -                      3,853,975        
2013 48,963,000          33,589,539          17,404,274        21,783,953        4,488,185          39,188,227        43,676,412            39.848% 24.787% 11,805,586        5,598,688           2,221,677        -                      2,221,677        
2014 49,956,000          22,835,874          34,320,653        10,518,828        1,435,723          44,839,481        46,275,204            74.166% 25.382% 12,317,046        22,003,607         8,731,493        -                      8,731,493        
2015 50,361,000          15,704,581          40,389,697        7,046,451          654,906             47,436,148        48,091,054            83.986% 25.947% 8,658,130          31,731,567         -                      13,434,257      13,434,257      
2016 51,024,000          20,381,646          40,954,898        16,315,119        3,281,374          57,270,017        60,551,391            67.637% 26.523% 4,066,527          36,888,371         -                      15,617,503      15,617,503      
2017 51,135,000          30,283,708          26,046,997        27,585,209        6,086,804          53,632,206        59,719,010            43.616% 27.081% 2,698,499          23,348,498         -                      9,885,100        9,885,100        
2018 52,359,000          42,705,108          9,896,958          35,631,316        9,112,356          45,528,274        54,640,630            18.113% 27.645% 7,073,792          2,823,166           -                      1,195,250        1,195,250        
2019 53,151,000          48,479,520          30,778,741        35,974,014        8,983,617          66,752,755        75,736,373            40.639% 27.925% 12,505,506        18,273,235         -                      7,736,376        7,736,376        
2020 54,548,000          43,727,847          18,998,348        26,632,161        6,272,566          45,630,509        51,903,075            36.604% 27.925% 17,095,686        1,902,662           -                      805,534           805,534           
Total 723,827,000$      507,719,898$      351,697,526$    364,170,444$    98,688,744$      715,867,970$    814,556,713$         143,549,454$    209,427,986$     37,483,905$    48,674,020$    86,157,925$    

(1) Actual 3407(d) Restoration Fund Collections from Water and Power

(2) Actual Power M&R as a Percent of Total Power & Water M&R

(3) Power's 10-Year Rolling  Average Capital CVP Percentages 

(4) Power M&R Obligation Proportional to (Water M&R + Other Water)

(5) $30 million, as indexed for inflation, limitation amounts provided by the Government, see GOV0000002. 

Amounts are presented for an analysis of the three-year rolling average as described in Section 3407(d)(2)(A)

compared to the Total Water M&R receipts and Commercial Power's maximum repayment.

(6) NCPA share percentages sourced from worksheet with bates number PL_REMAND_00000347 BR Spreadsheet

which agree to percentages used by the Government in GOV0000002

(7) 2006 & 2007 presented for purposes of computing the $30M, three-year rolling average pursuant to 
Section 3407(d)(2)(A).

(8) CVPIA water receipts sourced from GOV0000002. While we disagree with the Government's damages 
computation, we do not contest their accounting of CVPIA receipts. 

CVPIA Restoration Fund Commercial Power Damages Assessment- 2 Year Lag, as Recomputed

CVPIA 3407 Actual Collections (8):
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I. INTRODUCTION AND SCOPE OF WORK 

1. My name is Wiley R. Wright, III. I have been retained by the plaintiffs in this case—

Northern California Power Agency (NCPA) and the Cities of Redding, Roseville, and Santa 

Clara, California—to provide my opinions concerning the methodology, conclusions and 

damages calculations presented in the Expert Disclosures (disclosures) of Bureau of 

Reclamation, Department of the Interior employees Mr. Spencer Walden, Mr. Steve Pavich 

and Dr. William Taylor, as disclosed by the Defendant. To the extent that I do not address 

certain parts of the Government’s experts’ disclosures in this report, it does not mean that I 

agree they are correct.  

2. For my analysis and testimony, I will be compensated at my usual hourly rate of $350. 

3. The Cities of Redding, Roseville, and Santa Clara are members of NCPA, and in this report I 

refer to the plaintiffs collectively as NCPA. 

4. I issued an affirmative report in this matter on August 12, 2021 that set forth my opinions 

regarding the methods and data used to compute damages in this case, presented my 

calculation of damages and included a discussion of the Central Valley Project (CVP), the 

Central Valley Project Improvement Act (CVPIA), and the issues in the current litigation 

(affirmative report). In the affirmative report, I calculated damages using proportionality 

percentages set forth in a joint trial exhibit already in evidence and corresponding 

percentages produced in discovery for later years. As a check, I also calculated damages 

using proportionality percentages I derived directly from annual cost allocation spreadsheets 

that the Bureau prepared during the damages period. On September 10, 2021, I issued a 

supplemental report to fix minor formula errors in the latter set of calculations. As explained 

in the supplemental report, the errors did not affect my primary calculations using the joint 

trial exhibit; nor, aside from the impact of my fixing the formula errors on the alternative 

damages calculations described above, did they affect any of the conclusions stated in my 

August 12 affirmative report.  

II. EXPERT QUALIFICATIONS AND PREVIOUS TESTIMONY 

5. My qualifications and experience, including a copy of my resume, were addressed and 

included in my affirmative report.  

A159

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 161 of 601



 
 

 

2 
 

6. I am responsible for the services performed and the opinions given herein and have 

personally rendered or reviewed the analysis performed by the members of our staff with 

respect to them. Use of the words “I”, “my”, “we”, and “our” throughout this report means 

myself and the BDO professionals working under my direction and supervision. 

7. All work performed by BDO was completed in accordance with the American Institute of 

Certified Public Accountants (AICPA) Statement on Standards for Forensic Services.1  These 

standards require, in part, that the practitioner obtain sufficient relevant data to afford a 

reasonable basis for conclusions or recommendations in relation to any professional services 

provided. I have done so for the work performed and opinions expressed herein.  

8. The documents, data and information that I considered in performing my analysis are the 

types of documents, data and information that experts in my field typically consider and rely 

upon in performing similar damages engagements.    

III. SUMMARY OF OPINIONS 

9. Based on my review and analysis of the Government’s expert disclosures I find no basis to 

modify my damages calculations.  

10. The Government’s expert disclosures do not address or identify the complete basis for the 

opinions expressed in the disclosures. My rebuttal opinions are of necessity limited to the 

information described in the disclosures. Should the Government and its experts provide the 

requisite information for the opinions expressed I will, if necessary, update my rebuttal 

opinions.   

11. Both the Plaintiffs and the Defendant agree that the damages in this case should be calculated 

as the difference between what the Defendants have paid (amounts billed by the 

Government) and what the Defendants should have been charged, applying proportionality. 

The calculation of what the Defendants should have been charged should be done using the 

cost allocations, methods, and data in place at the time the charges were levied during the 

damages period.2 During the 2018 trial, the parties jointly submitted an exhibit—Joint 

Exhibit 2—documenting the CVP water and power users’ respective allocations for CVP 

repayment over rolling ten-year periods through fiscal year 2015 and calculating the 

percentages that would have been used to calculate proportional Mitigation and Restoration 
 

1 Statement on Standards for Forensic Services (SSFS) No. 1 (FS sec. 100). 
2 The damages period is FY2008 through FY2020. 

A160

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 162 of 601



 
 

 

3 
 

(M&R) charges. As I explained in my affirmative report, Joint Exhibit 2 and corresponding 

data provided in discovery for later years, represent the historical CVP cost allocations 

during the damages period. Those are the data that should be used in calculating damages. 

12. The Government’s damages calculations are inconsistent with the approach used during the 

damages period. As explained in the expert disclosures, the calculations reflect post hoc 

changes that depart significantly from the historical cost allocations, methods, and data that 

the Government would have used to calculate charges had it applied proportionality during 

the damages period. The Government’s damages calculation is based on adjustments that are 

speculative and counterfactual, and the Government has provided no justification for why its 

calculations constitute a proper measure of Plaintiffs’ damages. 

13. Adjustments that have not been explained adequately or justified should be rejected. In 

discovery, the Government listed 12 cost categories that it treated differently in deriving 

proportionality percentages for its damages calculations compared to how it historically 

treated those costs in its annual CVP cost allocations and Joint Exhibit 2.3 For most of those 

categories the Government has not described the costs at issue or explained the purported 

reason for the changed treatment. 

14. In at least some cases, the different treatment appears to reflect a retroactive application of 

certain new methodologies that the Bureau adopted in the CVP Final Cost Allocation Study 

(CAS), which it issued in 2020 (after the charges at issue in this case had been calculated and 

assessed) and stated that it would apply prospectively beginning with fiscal year 2021.4 The 

Government’s expert disclosures do not identify the basis for applying these changes to a 

calculation involving damages for a prior period. This retroactive application should be 

rejected not only because it is counterfactual and unsupported but, also, because it is being 

done in an unprincipled and inconsistent fashion. The Government seems to be applying 

certain concepts from the 2020 study retroactively to reduce plaintiffs’ damages in this case, 

but has not proposed to apply the study retroactively to re-state the plaintiffs’ underlying 
 

3 See Defendant’s response to plaintiffs’ interrogatory no. 27. 
4 See Bureau of Reclamation, Central Valley Project Final Cost Allocation Study 103-04 (2020), 
https://www.usbr.gov/mp/cvp/docs/cvp-final-cost-allocation-study-2020.pdf (2020 CAS) (discussing going forward 
implementation of the 2020 CAS). See also Defendant’s response to plaintiffs’ interrogatory nos. 21 and 23; U.S. 
Bureau of Reclamation, News Release Archive, Reclamation ends decades of financial uncertainty for water and 
power users of the Central Valley Project (Jan. 14, 2020), 
https://www.usbr.gov/newsroom/newsroomold/newsrelease/detail.cfm?RecordID=69163 (“The Cost Allocation 
Study will be reflected in rates for 2021 . . . ”) (last accessed Sept. 10, 2021). 
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CVP repayment obligations during the damages period and refund excess collections. Nor is 

the Bureau using it to re-compute either the CVP repayment obligations or the M&R 

payments for which non-plaintiff contractors were responsible during the same time periods. 

15. The Government’s most significant departure from historical CVP cost allocation is its 

subtraction from water users’ allocations of costs that water users must repay the United 

States related to the construction of CVP water distribution systems and San Felipe “out of 

basin” facilities. Holding everything else constant, the Government’s exclusion of CVP water 

distribution systems and San Felipe out of basin facilities accounts for the majority of the 

difference between the Government’s calculation of damages and ours. 

16. The Government’s witnesses acknowledge that the exclusion of these costs is a departure 

from historical practice,5 but do not offer a sound basis for calculating damages using cost 

allocations different from those that were in effect during the damages period. One witness, 

Dr. Taylor, asserts that the original inclusion—in place for thirty years—should have been 

changed in 1993, but was not “corrected” until “the implementation of the final cost 

allocation in 2020.”6 But the 2020 study states that it applies prospectively, and neither 

explains nor justifies retroactive cost allocation changes for purposes of computing damages.  

17. Dr. Taylor suggests several other rationales for excluding distribution systems costs.7 The 

offered rationales do not justify exclusion because none was persuasive enough to be adopted 

by the Bureau during the damages period or is a persuasive basis to justify exclusion now for 

purposes of calculating damages. Moreover, neither Dr. Taylor nor any of the other 

Government witnesses addresses the reasoning behind the also-excluded San Felipe costs or 

the other cost categories for which the Government proposes different accounting treatment 

than was used historically.  

IV. BASES FOR OPINIONS 

18. Both sides agree that damages in this case are the difference between what plaintiffs actually 

paid during the damages period (fiscal year 2008 through fiscal year 2020) and what the 

Bureau should have charged during that period applying proportionality.8 The parties 

 
5 See Expert Disclosure of Steve Pavich (Pavich Disclosure) at 4; Expert Disclosure of Dr. William (Bill) J. Taylor 
(Taylor Disclosure) at 4. 
6 Taylor Disclosure at 4. 
7 Id. at 3-5. 
8 Expert Disclosure of Mr. Spencer Walden (Walden Disclosure) at 2. 
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disagree about how to calculate what the Bureau should have charged the plaintiffs. The most 

consequential difference concerns how the parties quantify the “water and power users’ 

respective allocations for repayment of the Central Valley Project” (CVPIA § 3407(d)(2)(A)) 

to which the M&R charges at issue in this case should be proportional.  

19. I explained in my affirmative report that, to avoid undue speculation, any assessment of what 

power contractors should have paid during the damages period should reflect the facts and 

circumstances that existed at the time when the charges were levied.9 For purposes of 

measuring proportionality, that means using the CVP cost allocations that were in effect 

when the M&R charges were imposed.  

20. As I further explained,10 Joint Exhibit 2, which the parties introduced at trial, was the parties’ 

then-agreed-upon calculation of water and power users’ respective allocations for repayment 

of the Central Valley Project on a ten-year rolling average basis through FY 2015 based upon 

the Bureau’s actual, historical CVP cost allocations for power and water users. The 

Government’s response to plaintiffs’ interrogatory no. 25 provided corresponding figures 

computed on the same basis for later years.11 

21. The Government’s expert disclosures confirm that Joint Exhibit 2 reflected the Bureau’s 

historical allocation of CVP costs during the damages period. See Pavich Disclosure at 4 

(describing Joint Exhibit 2 as reflecting the allocations “that [were] used historically”). 

22. The Government’s disclosures confirm that their damages calculations do not use the 

Bureau’s historical cost allocations to measure proportionality. Instead, they adopt new cost 

allocation assumptions “that are different than what was used historically” (id.) and apply the 

new assumptions “retroactively . . . to all CVP plant-in-service allocations” (id. at 4-5). 

23. Mr. Pavich’s disclosure states (at 4) that “[a] list of all costs included/excluded in the CVPIA 

proportionality calculations is available in a separate file (refer to Bates numbers: 

GOV0000958-959), which are consistent with the assumptions used in the CAS. There are 

several key CAS assumptions used for CVPIA proportionality calculations that are different 

than what was used historically (see Joint Exhibit 2).” But neither Mr. Pavich or Mr. Walden 

nor Dr. Taylor explain how, to what extent, or why the Government used the 2020 CAS for 

purposes of developing the Government’s damages calculation. In any event, it is neither 
 

9 Affirmative Report ¶ 45. 
10 Id., ¶ 60. 
11 Id., ¶ 61. 
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sound nor sensible to calculate what charges would have been imposed in the period 2008-

2019 by applying a methodology developed in 2020 that is based on assumptions contrary to 

those that were operative during the damages period. 

A. THE DEFENDANT’S DISCLOSURES PROVIDE NO METHODOLOGICAL 
JUSTIFICATION FOR DEFENDANT’S DAMAGES CALCULATION 

24. The Defendant has provided three disclosures from possible expert witnesses: a four-page 

disclosure from Mr. Spencer Walden, an accountant with the Bureau of Reclamation 

concerning “how the Government calculated damages”; a six page disclosure of from Dr. 

William Taylor, an economist with the Bureau  “to provide testimony concerning the role 

and appropriateness of the U.S. Bureau of Reclamation’s (Reclamation) cost allocation in 

this case;”12 and a six-page disclosure from Mr. Steve Pavich, an economist with the Bureau, 

“concerning the percentages used to calculate proportionality for CVPIA Restoration Fund 

Payments.”13  

25. Mr. Walden states, “In general, the damages amount is the difference between what was paid 

and what should have been paid.”14 His disclosure further asserts that his damages 

calculation is “consistent with the court’s opinion,” and that the amount of Plaintiffs’ 

damages is $68,154,911. 15 This is the same damages figure that the Defendant provided in 

discovery as a preliminary calculation in response to interrogatory no. 17. While the parties 

agree that the damages amount should be calculated as the difference between what plaintiffs 

actually paid and what they should have paid during the damages period had the Bureau 

implemented the statutory proportionality requirement, Mr. Walden’s damages calculation is 

substantially less than my calculation of $81,872,385.16  

26. The difference between Plaintiffs’ damages calculation and Defendant’s damages calculation 

seems to depend upon two methodological differences. First, the Government’s damages 

calculation is premised upon retroactive adjustments to the actual historical ten-year rolling 

averages of water and power customers’ respective allocations of responsibility to repay CVP 

costs during the damages period. Second, the Government’s calculation also uses a “two-year 

 
12 Walden Disclosure at 1; Taylor Disclosure at 1. 
13 Pavich Disclosure at 1. 
14 Walden Disclosure at 2.  
15 Id. at 2, 4. 
16 Affirmative Report at ¶ 76. 
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lag” not in effect during the damages period and instead first implemented by the Bureau to 

calculate power customers M&R charge payments on a going-forward basis, beginning in FY 

2021.17 

27. Although Mr. Walden’s disclosure describes the mathematical formula the Government used 

to calculate its damage amount, and the use of the two-year lag, his disclosure does not 

acknowledge the use of the ten-year rolling averages that do not reflect the cost allocations in 

use at the time. He instead refers to the use of “appropriate allocation percentages.” 

Specifically, he states: “For determining power’s M&R payment, Reclamation will apply the 

appropriate allocation percentage identified from the ten-year rolling average for repayment 

of the CVP to actual water receipts, inclusive of both discretionary payments and non-

discretionary payments using a two-year lag.”18 The adjustments that the Government 

intends to make to the ten-year rolling average percentages are revealed in Mr. Pavich’s 

disclosure.    

28. The Pavich disclosure confirms that Joint Exhibit 2 represents the “historical” CVP cost 

allocation figures, the same conclusion I reached and explained in my affirmative report. His 

disclosure further explains that the Bureau’s 2020 CAS is used to develop these charges 

currently and going forward.19 But the Bureau is apparently not using the 2020 CAS in its 

entirety to calculate damages; it has instead adjusted the historical CVP cost allocation 

figures in Joint Exhibit 2 to account for certain methodological changes in the 2020 CAS.20  

He states by way of explanation:  

The CVPIA proportionality percentages exclude direct assigned 
and certain other costs that were excluded from the SCRB 
methodology in the [2020] CAS. A list of all costs 
included/excluded in the CVPIA proportionality calculations is 
available in a separate file (refer to Bates number: GOV0000958-
959), which are consistent with the assumptions used in the CAS. 
There are several key CAS assumptions used for CVPIA 
proportionality calculations that are different than what was used 
historically (see Joint Exhibit 2).     

 
17 Id. at ¶¶ 38-39 (discussing two-year lag versus historical annual approach). 
18 Walden Disclosure at 2 (emphasis supplied). 
19 Pavich Disclosure at 4. 
20 Id. 
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Id. However, Mr. Pavich does not provide support for calculating damages using “key 

assumptions” that differ from the historical inputs.  

29. Dr. Taylor’s disclosure discusses the Bureau’s cost allocation process, including the direct 

assignment of certain costs and the use of the “separable cost remaining benefit” (SCRB) 

process to allocate other costs. Although Dr. Taylor’s disclosure addresses certain of the 

Government’s “adjustments” (which I address more fully below), his disclosure does not 

provide a justification for the Bureau’s use of the 2020 study assumptions to calculate 

damages rather than the historical ten-year rolling average CVP cost allocations that were in 

effect during the damages period. 

30. Mr. Walden’s disclosure addresses the two-year lag that is the other major difference 

between my calculations and the Government’s.  He says that the Bureau has implemented 

the two-year lag in order “[t]o set [M&R] bills for the upcoming fiscal year.” 21 But Mr. 

Walden’s disclosure does not explain why it is appropriate to use the two-year lag for 

purposes of calculating Plaintiffs’ damages when it was not used for purposes of developing 

M&R charges during the damages period. I express no opinion on the Government’s use of a 

two-year lag to establish the charges for power on a going-forward basis. 

31. The Government’s disclosures do not justify retroactively applying certain methodology 

changes in the 2020 CAS study to the damages period, when all of the M&R payments at 

issue in this case were computed and assessed before the 2020 study was completed.  The 

same concerns holds with respect to the retroactive imposition of the two-year lag for 

purposes of calculating damages. No post hoc adjustments are appropriate because damages 

should reflect the charges that plaintiffs would have paid had the Bureau applied 

proportionality during the damages period based on then-extant data and the cost allocation 

studies and policies in effect at the time. 

 
21 Walden Disclosure at 2. 
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B. THE ADJUSTMENTS AS DESCRIBED BY MR. TAYLOR ARE
INAPPROPRIATE TO USE FOR DAMAGES CALCULATIONS IN THIS
CASE.

32. Plaintiffs rely on the 1970 Cost Allocation Study (as updated in 1976).22 All bills sent and

paid during the agreed damages period were calculated under the 1970 CAS, as updated.23

The Government relies on the 2020 Cost Allocation Study, which the Government has only

applied prospectively to CVP and CVPIA cost allocations in FY2021. As I explained in my

affirmative report, Joint Exhibit 2 reflects the historical annual CVP cost allocations in place

during the damages period through fiscal year 2015, the defendant’s response to

interrogatory 25 provides corresponding data through fiscal year 2019, and I based my

calculations on those historical percentages.

33. Conversely, the Government’s damages calculations rest on “several key CAS

assumptions . . . that are different than what was used historically.”24 The Government

applies these changed assumptions “retroactively . . . to all CVP plant-in-service allocations

used in [its] analysis.”25 In discovery, the Government provided a listing of 39 cost

categories and stated whether the costs were included or excluded from the allocations it used

in computing damages.26 A subsequent discovery response revealed that in twelve of the 39

categories the Government’s damages calculations departed from the historical allocations

reflected in Joint Exhibit 2.27 The response to interrogatory no. 27 states:

We indicate in bold below whether Reclamation, in developing JX 2, included or 
excluded the referenced costs from the CVPIA proportionality calculation. After 
further analysis, Reclamation currently takes a different position with respect to 
whether certain of those costs should be included or excluded from the 
proportionality calculation.  

The quoted discovery response refers to the Bureau having chosen to take a different position 

on the identified cost categories “[a]fter further analysis,” but no such analysis is included as 

part of the disclosures. The twelve categories with “a discrepancy between JX 2’s inclusion 

22 The referenced update was issued on March 8, 1976. See Bates No. GOV0000105. We refer to it here as the 1976 
update, though it is sometimes also referred to as the 1975 update. 
23 As I discuss below, the Bureau also performed a study in 2001 that reviewed the then-existing allocations, 
considered alternatives, and decided to keep the existing allocations in place.  
24 Pavich Disclosure at 4. 
25 Id. at 4-5. 
26 Bates Nos. GOV0000958-59. 
27 Defendant’s response to plaintiffs’ interrogatory no. 27. 
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or exclusion of certain costs and Reclamation’s current position regarding whether those 

costs should be included or excluded from the proportionality calculation” were:28 

• Benefits (SCRB) used in the Final Cost Allocation Study (CAS): NOT
APPLICABLE

• Fish & Wildlife Enhancement costs: EXCLUDED
• Pacific NW-Pacific SW Intertie (PACI) owned by WAPA: EXCLUDE
• Water distribution systems (repayment contracts): INCLUDE
• San Felipe Unit costs: INCLUDE
• Repayment obligations -- USACE (included in water rates): INCLUDE
• WAPA retired assets (included in water rates): INCLUDE
• Direct Assign – Safety of Dams costs (15% reimbursable share):

INCLUDE
• Folsom Safety of Dams not in repayment (not currently allocated):

INCLUDE
• CVPIA-authorized construction costs (not currently allocated): INCLUDE
• Interest During Construction: INCLUDE
• Capitalized OM&R/Replacements (after FY-13): INCLUDE

34. For reasons I explained above and in my affirmative report, post hoc adjustments are

inappropriate. The damages in this case should reflect the charges that plaintiffs would have

paid had the Bureau applied proportionality during the damages period based on then-extant

data and the cost allocation studies and policies in effect at the time.

35. I intended (as stated in my affirmative report) to comment here on the Government’s specific

adjustments. But the Government’s disclosures do not discuss most of the categories as to

which the Government changed its position from Joint Exhibit 2. While spreadsheets

produced in discovery allow us to quantify the amounts included or excluded, neither the

discovery nor the Government’s disclosures describe the nature of the facilities or costs at

issue or the basis for the Government’s decision to treat the costs differently in its damage

calculations than it did in its historical cost allocations and Joint Exhibit 2. The

Government’s failure to explain and support its modifications to the historical cost

allocations is an independent reason to reject them.

36. The post hoc adjustment that had the biggest dollar impact on the Government’s damages

calculations was the removal of the capital costs of CVP water distribution systems and San

28 Id. In this interrogatory response, the words “include,” “exclude,” and “not applicable” refer to whether Joint 
Exhibit 2 and response to interrogatory no. 25 included the costs in water and/or power users’ allocations for CVP 
repayment. The categories excerpted above are those for which the Government adopted the opposite treatment in 
developing its damages calculation. 
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Felipe “out of basin” facilities. Those costs were included historically among the costs 

allocated to water users, and were included in the allocations used to develop the ten-year 

rolling averages in Joint Exhibit 2. The removed costs collectively amount to more than 

$600 million. For example, the Government removed $294,967,305 of water distribution 

system costs and $329,860,459 of San Felipe costs from the amounts allocated to water users 

in the Bureau’s annual allocation spreadsheet for fiscal year 2015. The exact amounts vary 

from year to year, but are similar in magnitude. The removal of these costs significantly 

affected the Government’s damages calculation. I estimate that adding back only these costs 

(restoring them to their original treatment) would increase the Government’s computed 

damages to an amount that approximates our damages calculation. 

37. The exclusion of these costs is a departure from practice during the damages period. In its 

2001 cost allocation study,29 the Bureau explained the prevailing treatment of local water 

distribution systems and other “single-purpose” facilities: “These facilities are included in the 

CVP cost allocation because Reclamation is responsible for collections under provisions of 

the repayment contracts. Their costs are allocated to the water supply purpose and then set 

aside in a separate repayment contract category.”30 Tables ES-1, ES-2, and ES-3 of that 

report illustrate the treatment. Table ES-1 shows the “Plant-in-Service Total Cost in Existing 

Allocation” for M&I Water Users of $436.5 million and Irrigation Water Users in the amount 

of $1,476.2 billion.31 Tables ES-2 and ES-332 show the breakdown of those totals. In each 

case, the table excludes “Repayment Contracts for Distributions Systems” from the 

“subtotals” used in setting water service contracts rates, an exclusion that makes sense 

because the amounts are being recovered under other contracts. But tables ES-2 and ES-3 

include those costs when computing the totals that are carried into Table ES-1 stating the 

“Total Cost in Existing Allocation” for M&I and Irrigation Water Users.   

 
29 Bureau of Reclamation, Central Valley Project Cost Allocation Study (2001), 
https://www.usbr.gov/mp/cvp/docs/cost_alloc_study_fnl/cost_alloc_full_doc_05-2001.pdf (2001 CAS). 
30 2001 CAS at III-2, Bates No. GOV0000636. See also Central Valley Project California, Reallocation of CVP 
costs FY1969-70, Bates Nos. GOV00000189, GOV0000208, GOV0000210, GOV0000214, GOV0000222, 
GOV0000232-33, GOV0000251, and GOV0000264. 
31 2001 CAS at ES-5, Bates No. GOV0000617. 
32 Id. at ES-6, Bates No. GOV0000618. 
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38. In 2001, the Bureau considered a proposal to exclude “local distribution facilities that are

subject to repayment contracts” from the specific cost totals used to allocate joint costs,33 but

declined to adopt it. The Bureau concluded that were no “compelling reasons” to adopt the

proposed alternative allocation method.34 Instead, the Bureau decided that the existing

allocation was “the preferred allocation alternative,” which the Bureau would “continue to

use . . . for CVP plant-in-service allocations.”35

39. Dr. Taylor’s rationale for excluding these costs from the Government’s calculations here

amounts to a claim that the historical treatment was wrong and was corrected in the 2020 cost

allocation study.36 Even if that were correct, the 2020 study applies prospectively and affects

CVP water rates, M&R charges, and repayment obligations beginning with fiscal year 2021.

It does not purport to change retroactively the cost allocations that were previously in effect,

nor does it justify modifying those historical cost allocations retroactively for purposes of

calculating damages.

40. Dr. Taylor appears to base his recommendation in part on Business Practice Guidelines

(BPGs) considered by the Government in 1993, but never implemented. Those BPGs did

suggest that water distribution systems be excluded from the percentages, and Dr. Taylor

points to the BPGs as apparent support for excluding distribution system costs as part of the

percentage used for CVPIA purposes. Dr. Taylor has not cited the authority relied upon for

this methodology change, but instead stated “the thought process utilized in the development

of the 1975 cost allocation update was not consistent with how this information should be

used and that individual contractor indebtedness to the federal government should not be

considered when looking at project cost recovery.”37 But rather than supporting his position,

I read Dr. Taylor’s disclosure as admitting that his adjustment was not implemented during

the damages period.38

33 See Id. at IV-7, IV-10, Bates Nos. GOV0000649, GOV0000652. 
34 Id. at VII-2, Bates No. GOV0000687. 
35 Id. at ES-5, Bates No. GOV0000617. 
36 See Taylor Disclosure at 4. 
37 Id. at 4. 
38 Even if those guidelines had been implemented, the passage to which Dr. Taylor seems to be referring would have 
provided for the exclusion of “distribution and drainage” facilities constructed or financed for the “exclusive use of 
individual Water Contractors.” See Joint Exhibit 6 at 28 n.18 (Bureau of Reclamation, Title 34 Public Law 102-575, 
Central Valley Improvement Act, Central Valley Project - California, Revised Interim Guidelines: Restoration Fund 
Payments and Charges, 28 n.18 (1993), https://www.usbr.gov/mp/cvp/docs/cvpia_revised_interim_guidelines.pdf)). 
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41. To recap the chronology, there have been two parallel timelines: one involving CVP cost 

allocation and the other involving proportional CVPIA charges. For CVP cost allocation, 

distribution system and San Felipe costs have been included and allocated to water users 

since at least the 1970s. In 1993, the Bureau proposed to exclude distribution system costs 

from the CVPIA proportionality calculations, but never finalized or implemented that 

provision. In the 2001 CVP cost allocation study, the Bureau considered excluding the 

distribution system costs and separating them from the CVP cost allocation, but decided not 

to do so. In the 2020 CVP cost allocation study, the Bureau took the step it considered but 

declined to take in 2001. The Bureau is applying the 2020 study to CVP rates prospectively, 

beginning with 2021 rates, but here relies on the study to justify removing distribution 

system costs from the historical CVP cost allocations for purposes of calculating damages. I 

disagree with that step.

42. Dr. Taylor contends that “[w]hen Reclamation relies on the ‘CVP cost allocation’” to 

establish proportional M&R charges “it is the SCRB, and not the whole allocation, that 

reflects the appropriate allocation to use.”39 As he observes, there are $3.9 billion of plant-in-

service costs identified in the CVP for final cost allocation, but of that amount only

$2.2 billion had to be allocated using the SCRB method because the remainder had 

prescribed cost assignments. Id. The distribution system costs are among those with 

prescribed cost assignments; they are to be repaid by the relevant water contractors under 

repayment contracts between the United States and the contractors.

43. I disagree with Dr. Taylor’s contention that the CVPIA proportionality calculations should 

take into account only the subset of costs that are allocated to water or power users by the 

SCRB method and should exclude costs allocated to those users by other means. The 

CVPIA’s proportionality provision refers to water and power users’ “respective allocations 

for [CVP] repayment” (CVPIA § 3407(d)(2)(A)) and does not distinguish among costs 

attributable to water and power users based on how they have been allocated or whether they 

had prescribed cost assignments. Nor does it distinguish among costs based on whether they 

are payable by all water or power users or sub-allocated to a subset of them. Focusing only 

Even if it had been put into effect, this would not have justified the exclusion of the costs of San Felipe out of basin 
facilities serving more than one contractor.   
39 Taylor Disclosure at 3. 
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on those costs that are allocated using the SCRB process captures only a portion of the costs 

for which water or power users are responsible and is, from an accounting standpoint, unduly 

narrow.  

44. Dr. Taylor states that “[r]eliance on the allocation as a whole mixes multiple allocation 

processes and the result is hodge-podge.”40 Again I disagree. Using multiple allocation 

processes to allocate costs is not uncommon. To the contrary, multiple process cost 

allocations are commonly utilized to achieve the fundamental requirement for a cost 

allocation: to causally link the allocable cost to the activity or cost objective to which the 

costs are allocated. Different cost types often have different causal connections to the cost 

objectives to which they are allocated and, as a result, must be allocated using different 

allocation processes. The end result of a multiple process allocation is to identify and 

accumulate the total cost of cost objectives. The sum of the direct (separable) and indirect or 

allocable costs is the total cost of a cost objective (project or purpose). I agree with Dr. 

Taylor when he states “[t]he sum of the separable and joint cost allocated to each purpose 

becomes the total cost for each purpose ….”41 The multiple process allocation achieves the 

objective of fully recovering the total cost of the process. 

45. Dr. Taylor also seems to suggest that the distribution facilities (and, presumably, the San 

Felipe “out of basin” facilities) are in some sense outside of and not really part of the CVP.42  

However, Dr. Taylor’s approach is contrary to decades of historical practice including the 

costs of these facilities within the CVP cost allocation process, and is contrary to the 2020 

study’s acknowledgement that the costs “remain part of the overall CAS.”43 Additionally, 

counsel informs me that Congress included as an authorized purpose of the CVP the 

“construction under the provisions of the Federal reclamation laws of such distribution 

systems as the Secretary of the Interior deems necessary”44 and listed such systems among 

 
40 Id. at 3. 
41 Id. at 3. 
42 See Taylor Disclosure at 5 ( “Ultimately, what constitutes the water and power users’ respective allocations for 
repayment of the Central Valley Project has been determined in the CVP final cost allocation. First, the CVP is 
defined to extend to the point where the CVP water or power is transferred to the contractor.”); id. (asserting that 
recovery of the costs of the distribution system is “repayment by the water and power contractor for their business 
and not the CVP”). 
43 2020 CAS at 19. 
44 54 Stat. 1198, 1200 (Oct. 17, 1940). 
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the “principal” works of the CVP.45 Dr. Taylor’s departure takes an approach that is 

inconsistent with the Bureau’s historical practice.  

46. Dr. Taylor further appears to suggest that distribution system costs should be removed from 

the allocations used to establish proportional M&R charges because the costs will be repaid 

pursuant to individual repayment contracts rather than through water service rates.46 But the 

CVPIA’s proportionality provision focuses on whether costs are allocated to water users or 

power users, not the particular mechanism used to accomplish repayment. Repayment 

contracts and water service contracts are two means of recovering CVP costs that contractors 

must repay. To prevent double counting, it is appropriate to deduct repayment contract 

amounts from the total allocations to isolate the remainder that must be recovered through 

water service contracts. But that rate-setting step does not remove the costs from water’s total 

allocation of CVP costs. See Tables ES-1, ES-2, and ES-3 of the 2001 CAS report. 

47. Dr. Taylor also alludes to the fact that some distribution systems were built by water 

contractors with funds borrowed from the United States and not by the United States itself.47 

That may be, but it is not clear why it should matter for purposes of the damages calculation 

in this case. Regardless of who built them, all of the facilities at issue are owned by the 

United States and were built for delivery of CVP water, financed by the United States with 

funds that the contractors must repay, and the Bureau historically included the costs in water 

users’ CVP cost allocations during the damages period. 

48. Finally, Dr. Taylor appears to suggest that water distribution system costs should be excluded 

from the CVP cost allocation as a matter of equity because power contractors’ electric 

distribution system costs are not included.48 But this overlooks a crucial difference. Power 

contractors financed the construction of their own distribution systems, so there is no federal 

repayment obligation to include in or exclude from the CVP cost allocation. In short, power 
 

45 Public Law 86-488, 74 Stat. 156 (1960); Public Law 90-72, 81 Stat. 173 (1967). 
46 Taylor Disclosure at 5 (“CVP Ratesetting Policies make it clear that when a feature (isolated or out of basin) 
benefits only a contractor (or group of contractors) that the costs will not be shared by all CVP contractors. To 
include investment for some contractors and not for others does not result in a fair or equitable proportion of what 
CVP costs are allocated to a project purpose.”); Defendant response to interrogatory no. 19 (“Water distribution 
systems, including San Felipe Unit costs that are covered under repayment contracts, are excluded from the CVPIA 
proportionality percentages.”). 
47 Taylor Disclosure at 5. 
48 E.g., Taylor Disclosure at 5: “In many ways, distribution systems are similar to power lines providing electricity 
to homes and businesses.”; Bates No. GOV0001056-57 (“To assure equivalency and equitable treatment of water 
and commercial power investments when determining allocation percentages between the two functions for the 
purposes of allocating CVPIA costs, it is appropriate to only consider allocating the costs of main CVP facilities.”). 
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contractors and water contractors are differently situated in this respect, so it is not 

inequitable to treat them differently.  

V. DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

49. The list of documents, data or other information I considered in conjunction with this report 

can be found in Attachment I. 

VI. CONCLUSIONS 

50. The Government’s retroactive application of the 2020 CAS is inappropriate and inconsistent 

with the cost allocations performed using the methodologies applicable during the damages 

period.  

51. The Government’s exclusion of certain costs (e.g., water distribution systems and San Felipe, 

out of basin) from the allocation process is contrary to the treatment of these costs during the 

damages period. 

52. The Government has failed to identify and establish fully the basis for the cost adjustments 

they have made. 

53. The Government’s adjustments are inappropriate. 

54. The Government’s expert disclosures do not contain any data or information that would alter 

the damages amount included in my affirmative report. 

 

 

________________________________        September 13, 2021   
Wiley R. Wright, III           Date 
Senior Managing Director
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Documents, Data or Other Information Considered 
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DOCUMENTS, DATA OR OTHER INFORMATION CONSIDERED 

 
1. Expert Disclosure of Spencer Walden 
2. Expert Disclosure of Dr. William (Bill) J. Taylor 
3. Expert Disclosure of Steve Pavich 
4. 54 Stat 1198, 1200 (October 17, 1940) 
5. Public Law 86-488, 74 Stat. 156 (1960) 
6. Public Law 90-72, 81 Stat. 173 (1967)  
7. All documents, data, or other information identified in Attachment II to my affirmative 

report. 
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS 
 

NORTHERN CALIFORNIA POWER 
AGENCY, ET AL., 

 
Plaintiffs, 

 

  
v. No. 14-817C 

(Judge Tapp) 
  
  
THE UNITED STATES, 
 

 

Defendant.  
  

SUPPLEMENTAL EXPERT DISCLOSURE 

Pursuant to Rule 26(a)(2)(C) of the Rules of the United States Court of Federal 

Claims (RCFC), defendant, the United States, makes the following supplemental 

disclosure of expert testimony. This disclosure is based upon information reasonably 

available to us, and we reserve the right to supplement it as we obtain additional 

information. 

The Government may call Steve Pavich to provide testimony concerning the 

percentages used to calculate proportionality for CVPIA Restoration Fund 

payments.  Mr. Pavich’s opinions are based upon his experience as an Economist. 

Mr. Pavich is currently an Economist at the Bureau of Reclamation (Reclamation) 

and works in the California-Great Basin Region located in Sacramento, California. 

Mr. Pavich has been at his current Economist position since November 2013.  In 

this position, he uses his technical expertise and experience to provide support in the 
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areas of cost allocation, cost-benefit analyses, ability-to-pay analyses, and to 

conduct general economic research and analysis supporting water resource 

management in the Central Valley Project (CVP). He routinely collaborates with 

internal staff and key stakeholders on issues related to cost allocation in the CVP. 

Mr. Pavich may testify concerning the following assumptions from the Final 

Cost Allocation Study (2020) that represent a change from Joint Exhibit 2 and the 

rationales for that change described below.  

Assumptions included below are those that represent change from Joint Exhibit 2 
 

• Costs allocated only to the authorized purposes of the CVP in the Separable Cost-
Remaining Benefits (SCRB) used in the Final Cost Allocation Study (CAS): 
INCLUDE1 

o CVPIA Section 3702(d)(2)(a) states that: “The amount of the mitigation 
and restoration payment made by Central Valley Project water and 
power users, taking into account all funds collected under this title, shall, 
to the greatest degree practicable, be assessed in the same proportion, 
measured over a ten-year rolling average, as water and power users' 
respective allocations for repayment of the Central Valley Project”. 
Accordingly, only CVP costs that are allocated for repayment should be 
included in CVPIA proportionality; these costs were included in the SCRB 
cost allocation in the Final CAS. 

o Other CVP costs that are “direct assigned” (and therefore not “allocated” 
for repayment) should not be included in CVPIA proportionality; these 
are the costs that were excluded from the SCRB cost allocation in the 
Final CAS. 

o Only costs that support the authorized purposes of the CVP that are 
subject to allocation per the SCRB methodology should be included in the 

                                                 
1 “INCLUDE” means the Government included the costs in calculating damages.  “EXCLUDE” means the 
government excluded the costs in calculating damages.  
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calculation of proportionality because they reflect investment in the 
financially- and operationally-integrated CVP.  

 

• Fish & Wildlife Enhancement costs: NOT APPLICABLE 
o These costs were listed in Mr. Wright’s rebuttal report, but they do NOT 

represent a change from Joint Exhibit 2 because these costs are 
nonreimbursable and do not affect the proportionality percentages that 
only apply to irrigation, M&I, and commercial power; therefore they are 
“not applicable.” 

 

• Pacific NW-Pacific SW Intertie (PACI) owned by WAPA: INCLUDE 
o Included in the proportionality percentages because they were included 

in the SCRB allocation of CVP costs in the Final CAS 
o PACI costs were included in the Separable Costs Remaining Benefits 

(SCRB) allocation because when PACI was constructed, it was authorized 
to be used to enable the CVP to firm its hydropower output on behalf of 
the project.  Additionally, the federally-owned portion of the line is 
directly interconnected to the CVP power transmission system.   

 

• Water distribution systems (repayment contracts): EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS.  These costs 
represent a direct-assigned cost. 

o Water distribution systems are not financially- and operationally-
integrated in the CVP.  

 

• San Felipe Unit costs: EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS; they 
represent a direct-assigned cost. 

o San Felipe Unit out-of-basin facilities are not financially- and 
operationally-integrated in the CVP. 

 
• Repayment obligations -- USACE (included in water rates): EXCLUDE 
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o Excluded from the proportionality percentages because they were 
excluded in the SCRB allocation of CVP costs in the Final CAS; they 
represent a direct assigned cost. 

o USACE repayment obligations are not financially- and operationally-
integrated in the CVP 

 

• WAPA retired assets (included in water rates): EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS; represent a 
direct-assigned cost 

o WAPA retired assets are not part of current CVP operations. 
 

• Safety of Dams costs (15% reimbursable share): EXCLUDE 
o Excluded from the proportionality percentages because were excluded in 

the SCRB allocation of CVP costs in the Final CAS; represent a direct-
assigned cost (cost recovery for Safety of Dams costs are prescribed by 
law).  

o Safety of Dams costs do not generate new benefits in the CVP; they 
perpetuate existing benefits. 

 

• Folsom Safety of Dams not in repayment (not currently allocated): EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS; represent a 
direct-assigned cost (cost recovery for Safety of Dams costs are 
prescribed by law). 

o Safety of Dams costs do not generate new benefits in the CVP; they 
perpetuate existing benefits.  

 

• CVPIA-authorized construction costs (not currently allocated): EXCLUDE 
o Excluded from the proportionality percentages because they were 

excluded in the SCRB allocation of CVP costs in the Final CAS. 
o CVPIA is a separate program distinct from the CVP with its own provisions 

for cost allocation and recovery. 
o It is not appropriate to include CVPIA costs in calculating proportionality 

under CVPIA as that would involve circular reasoning.  
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• Interest During Construction: EXCLUDE 
o IDC recorded in Sch. 1 of the CVP financial statements is only charged to 

M&I and commercial power for repayment purposes; it is not equitable 
to include recorded IDC in proportionality percentages because it would 
unfairly skew costs since IDC associated with Irrigation is not subject to 
repayment. 

 

• Capitalized OM&R/Replacements (after FY-13): EXCLUDE 
o Excluded from proportionality percentages because represents O&M cost 

of CVP, not construction subject to repayment 
o Capitalized OM&R costs do not generate new benefits in the CVP; they 

perpetuate existing benefits. 
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251

1                 P R O C E E D I N G S
2                 -    -    -    -    -
3          (Proceeding called to order, 9:36 a.m.)
4          THE CLERK:  All rise.
5          The United States Court of Federal Claims
6 is now in session.  The Honorable Thomas E. Wheeler
7 presiding.
8          THE COURT:  Good morning.
9          ALL COUNSEL:  Good morning, Your Honor.

10          THE COURT:  Please be seated.
11          On the record for day two of our trial in
12 Northern California Power Agency versus the United
13 States.  I think we're ready for cross-examination.
14          Ma'am, you understand that you're still
15 under oath this morning?
16          THE WITNESS:  Yes, sir.
17          THE COURT:  Okay.
18          MS. BAE:  Your Honor, I just wanted to
19 confirm before I start that I will be doing my cross
20 and my direct, but I will do my cross first and then
21 notify for the record when I'm switching to my
22 direct examination.
23          THE COURT:  Perfect.
24          ///
25          ///
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1                   CROSS-EXAMINATION
2 BY MS. BAE:
3      Q   Good morning, Ms. Trujillo-Bixby.
4      A   Good morning.
5      Q   Do you recall testifying yesterday about
6 whether water customers had been subjected to late
7 fees or interest for late restoration fund payments?
8      A   Yes.
9      Q   So if water had paid late fees or interest,

10 do you know whether or not those fees or interest
11 would go into the Restoration Fund?
12      A   They would not go into the restoration
13 fund.
14      Q   What type of fund would they go into then?
15      A   They would go into a Treasury fund for
16 interest/penalty.
17      Q   And do you know why they would go into that
18 fund and not the restoration fund?
19      A   It's a debt due to the government, not to
20 Reclamation.
21      Q   And do you know if there's any guidance or
22 authority for that point?
23      A   There's a Treasury manual that discusses
24 interest, penalties, and administrative fees, and
25 they go into a Reclamation fund.
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1      Q   I'd like to pull up Defendant's Exhibit
2 Number 25.
3          Ms. Trujillo-Bixby, do you recognize this
4 document?
5      A   Yes.
6      Q   Is this the Treasury manual that you were
7 just referring to?
8      A   Yes.
9      Q   And do you know where in this document it

10 provides the guidance you were just speaking of for
11 where to direct interest and late fees received by
12 the bureau?  There's a paper copy, if it helps you
13 to go through that.  I think it will be in the red
14 binder.
15      A   In this one?
16      Q   The one with the red cover.
17      A   Oh, gotcha.
18          So there's a specific section, section 7130
19 that deals with interest, penalties and
20 administrative fees.
21      Q   Okay.  What page is that on?
22      A   On page two.
23      Q   And how does that page provide that
24 interest and penalties should go into a separate
25 fund?
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1      A   Well, this is a fund that's identified in
2 the Treasury manual.  So it talks about that these
3 are Reclamation fees that start accumulating on the
4 61st day for interest, and it describes when
5 penalties start accruing and administrative fees,
6 but you also have to tie this directive in with our
7 directives and standards for our -- for our
8 finances, and it talks about and identifies the
9 specific fund that these would go into in

10 Reclamation as an interior -- the name of the fund
11 is for Interior, Department of Interior, not
12 Reclamation fund and it's not a restoration fund.
13      Q   Does that mean that this fund that late
14 fees and interest would go into is a Department of
15 Interior-wide fund rather than just a Bureau of
16 Reclamation fund?
17      A   Correct.
18      Q   Can you turn to Defendant's Exhibit 26,
19 please.
20          Would this be the Reclamation Directives
21 and Standards that you were just referencing?
22      A   Yes.
23      Q   And can you explain how this document ties
24 with the other document to show where late fees and
25 interest would go?
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1      A   Yes.  Let me find it here.
2          THE COURT:  Can we pause just one moment.
3 My binder came apart.
4          MS. BAE:  No problem.
5          THE COURT:  Let me just catch up.
6          MS. BAE:  Sure.
7          THE WITNESS:  I'm trying to find the right
8 page myself here.
9 BY MS. BAE:

10      Q   No problem.  Take your time.
11      A   Okay.  It's on page 17, and it's the fourth
12 entry up from the bottom, and it talks about its
13 Treasury symbol 145000.21, and this goes into the
14 Treasury fund group of Special Fund Receipt
15 Accounts, and the Treasury symbol name is
16 Miscellaneous Interest, Reclamation Fund, Interior.
17 And then it identifies the fund, FBMS fund symbol
18 that we use, the fund type is identified, the FFS
19 fund that it used to be and then what we have titled
20 it, our fund name.
21      Q   Okay.  And, Your Honor, before I delve back
22 in, I just wanted to note that we have provided the
23 Defendant's Exhibit binder and plaintiffs have
24 provided a Joint Exhibit binder and their own
25 witness binder.  We have also provided a separate
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1 witness binder of Plaintiffs' Exhibits that we are
2 planning on using with Ms. Trujillo-Bixby just in
3 case they were not included already in plaintiffs'
4 witness binder groups.
5          THE COURT:  All right.  Very well.
6 BY MS. BAE:
7      Q   So, Ms. Trujillo-Bixby, I'd like to turn
8 again to reconciliation, which you recall testifying
9 a little bit about yesterday, right?

10      A   Yes.
11      Q   Could you turn to Plaintiffs' Exhibit 122.
12 Can we just blow up the text a little bit.
13          And do you recall discussing this document
14 with Mr. Murray yesterday?
15      A   Yes.
16      Q   Going to the first page, do you see where
17 there's an e-mail from Sherry asking if there are
18 potentially $10.5 million in CVPRF charges that had
19 not been collected?
20      A   Yes.
21      Q   Are you aware of whether this $10.5 million
22 discrepancy that was shown by your spreadsheet
23 necessarily means that water customers have actually
24 failed to pay this entire $10.5 million or whether
25 there were other reasons for this discrepancy?
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1      A   There are other reasons for the discrepancy
2 because my information was merely doing a comparison
3 of charges that are in the BORWORKS system and
4 comparing it to payments.
5      Q   Do you know what some of the other reasons
6 might be for there to be a discrepancy showing?
7      A   As we found when the reconciliation was
8 done for Westlands, the payment was made by
9 Westlands, but it was put into the water fund

10 instead of the restoration fund.  There were some
11 errors also identified on the spreadsheets with the
12 total charges being counted twice in some cases, so
13 there was an error in that showing the charges being
14 more than they should have been.  There were errors
15 in BORWORKS with charges being identified which
16 should not have been identified.
17          For example, all of the contractors under
18 the Cross Valley Canal, they are not subject to the
19 Friant surcharge, but yet they had been assessed
20 Friant surcharges in the BORWORKS system so that
21 resulted in it looking like they owed money for the
22 Friant surcharge when they really did not owe any
23 money.
24      Q   Thank you, Ms. Trujillo-Bixby.
25          And do you know whether the $10.5 million
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1 discrepancy that's being discussed, do you know
2 whether that applies to all restoration fund charges
3 or only for the mitigation and restoration fund that
4 power pays into?
5      A   That's for all of the funds, not just the
6 mitigation and restoration.
7      Q   I'd like to turn to Plaintiffs'
8 Exhibit 134.
9          Do you recall discussing this document with

10 Mr. Murray yesterday?
11      A   Yes.
12      Q   And if you recall, this e-mail reflects
13 that Reclamation was planning to start with overpaid
14 contractors, and you had expressed a concern about
15 that.  Do you recall that?
16      A   Yes.
17      Q   Do you know why it might make sense to
18 start with overpaid contractors rather than
19 underpaid contractors?
20          MR. MURRAY:  Objection.  Calls for
21 speculation.
22          THE COURT:  Overruled.  Let her answer, if
23 she knows.
24          THE WITNESS:  I believe the reason that
25 they wanted to start with overpaid was because if
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1 there was an overpaid amount in one of the funds,
2 they could transfer it to the contractor where they
3 were underpaid on a specific contract.  So if it was
4 all within the same contractor, they could offset
5 some of the -- because, if you recall the payment
6 spreadsheet, there's -- the first one, I believe,
7 was City of Avenal or something, and there was maybe
8 four contracts for that City of Avenal, and some
9 were overstated and some were understated.  So if

10 you could move from overpaid amount to another one,
11 you'd still be collecting money in reducing water
12 payments which would be a benefit to power.
13 BY MS. BAE:
14      Q   Okay.  And I know you testified yesterday
15 that you are not aware of the current status of the
16 reconciliation specifically, but are you aware of
17 whether the $10.5 million discrepancy that was shown
18 has gotten smaller as the Bureau has proceeded with
19 reconciliation efforts?
20      A   Yes.
21      Q   Do you know whether or not power has gotten
22 credit toward its payment obligation as late
23 payments from contractors have come in?
24      A   Yes, they have.
25      Q   And do you know whether or not power has
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1 gotten credit toward its payment obligation when
2 Reclamation has discovered that some money was in
3 the wrong fund and then transferred it into the
4 restoration fund?
5      A   Yes, they did.
6      Q   Now, Ms. Trujillo-Bixby, do you recall
7 testifying yesterday that under Reclamation's
8 current methodology for power payments that power
9 could theoretically be responsible for paying up to

10 the full inflated $30 million?
11      A   Yes.
12      Q   Has a situation ever happened where water
13 paid nothing and power ended up having to pay the
14 full amount?
15      A   No.
16      Q   I'd like to turn to the suspense account
17 now.
18          You testified yesterday about Reclamation's
19 use of a suspense account when the money is
20 transferred into a suspense account when you're over
21 the ceiling for a particular fiscal year, and then
22 back into the restoration fund the following fiscal
23 year.  Do you recall testifying about that?
24      A   Yes.
25      Q   And do you know how it affects power's
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1 obligation in that next fiscal year when the money
2 is transferred from the suspense account back into
3 the restoration fund?
4      A   It reduces the power payment obligation for
5 that fiscal year.
6      Q   And you stated yesterday that you thought
7 that Reclamation's transfer of funds into the
8 suspense account and then back is a valid accounting
9 practice.

10          Do you recall testifying that?
11      A   Yes.
12      Q   And why do you believe that?
13      A   It's identified in our report and
14 accounting -- reporting and accounting table that
15 it's a valid transaction for us to do that standard
16 voucher as identified on our table of valid
17 transactions.
18      Q   And you testified yesterday that
19 Reclamation does its restoration fund on a
20 cash-based accounting system, right?
21      A   Yes.
22      Q   And how is Reclamation's use of the
23 suspense account consistent with a cash-based
24 accounting system?
25      A   Because you're debiting and crediting cash
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1 when you do this voucher that I'm talking about.  So
2 you credit cash in the restoration fund, and you
3 debit cash in the suspense fund, so that moves it
4 from the restoration fund to the suspense fund.  And
5 then when you do the opposite the following month or
6 so, the following fiscal year, you debit cash in the
7 restoration fund and you credit cash in the suspense
8 fund, so that's essentially moving the money back to
9 the restoration fund.

10      Q   Does the Bureau index the overpayment -- or
11 does the Bureau index the amount that goes into the
12 suspense fund up to account translation between the
13 fiscal years when it goes back into the restoration
14 fund?
15      A   No.
16      Q   And why not?
17      A   Because we don't account for money that
18 way.  It's money that was received in a particular
19 fiscal year.  It was inflated to the amount that it
20 was supposed to be for a particular period of time.
21 And just like we're reducing the water payment and
22 moving them into the suspense fund, we don't
23 increase or decrease those, we don't increase or
24 decrease power's payments either.
25      Q   Do you know how long Reclamation generally
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1 keeps the money in the suspense account before
2 transferring it back over to the restoration fund
3 the next fiscal year?
4      A   It's usually transferred back in November.
5      Q   Would that be the beginning of the next
6 fiscal year?
7      A   Of the next fiscal year.
8      Q   Ms. Trujillo-Bixby, do you recall
9 testifying yesterday that the Denver office did not

10 allow you to use the suspense account for the amount
11 that was over the ceiling in fiscal year 2016
12 because it was worried about an audit?
13      A   Yes.
14      Q   Do you know whether Reclamation's practice
15 of using suspense accounts has been audited before?
16      A   It has.
17      Q   Do you know whether it was audited
18 internally or by an external independent auditor?
19      A   It was audited both internally for our OMB
20 circular A-123 audit, and it was also audited
21 externally by our KPMG auditors.  And in both cases
22 it passed.  We were not written up, and there was no
23 finding identified in this practice being done.
24      Q   And in fiscal year 2016 when you couldn't
25 use the suspense account, did you adjust power's
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1 obligation for the next fiscal year?
2      A   I'm sorry.  Could you repeat that again?
3      Q   Sure.
4          In fiscal year 2016 when you couldn't use
5 the suspense account like you normally do, did
6 power's obligation get adjusted for the next fiscal
7 year in some other way?
8      A   Yes, we reduced their obligation when we
9 did the true-up letter in January.

10      Q   And do you know whether it's possible that
11 Reclamation will go back to the use of the suspense
12 account or whether Denver has said that this is not
13 how it's going to be moving forward?
14      A   We are going to look at that again and try
15 and get that passed with our Denver office again.
16 It's a possibility that this year we would be in the
17 same situation that we were in in fiscal year '16
18 because we have a very low ceiling, so it's a
19 possibility that we would exceed the ceiling.  So
20 we're going to start discussions with Denver this
21 year so that we can do that because it had a
22 negative impact to our program based on the
23 three-year rolling average.
24      Q   And when you say "do that," do you mean use
25 the suspense account again?
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1      A   Yes.
2      Q   I think you testified yesterday that for
3 fiscal year 2010 there was an amount put into a
4 suspense fund at the end of the year, and I believe
5 yesterday you testified that power did not get a
6 credit that following fiscal year for the amount
7 that had been put into the suspense fund.  Do you
8 recall that?
9      A   For 2010 they did not get a credit?

10      Q   I mean, do you recall testifying to that
11 effect yesterday?
12      A   No.
13      Q   Okay.  I'd like to turn to PX 110.  If you
14 could just blow up the chart.
15          Ms. Trujillo-Bixby, do you recognize this
16 document?
17      A   Yes.
18      Q   And what is it?
19      A   This is the transfer in fiscal year 2011
20 bringing the money back from the suspense account
21 into the restoration fund.
22      Q   And is it showing that the money had been
23 moved into the suspense account at the end of fiscal
24 year 2010?
25      A   Well, this is the one that's done in the
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1 following fiscal year to bring it back from the
2 suspense fund into the restoration fund, so the only
3 way we could bring it back is if it had been moved
4 into the suspense fund.
5      Q   So does it mean that if, as this document
6 shows, the money was put back into the restoration
7 fund in 2011, that power would have gotten a credit
8 towards its 2011 obligation?
9      A   Correct.

10      Q   I'd like to pull up Joint Exhibit 42.
11          Ms. Trujillo-Bixby, do you recognize this
12 document that you discussed yesterday with
13 Mr. Murray?
14      A   Yes.
15      Q   And do you recall testifying yesterday
16 about the fact that for fiscal year 2017 you sent
17 this updated obligation letter stating that power's
18 updated obligation was 25 million?
19      A   Yes.
20      Q   And we'll just blow up that last paragraph.
21          And it says right here at the end of that
22 paragraph that the updated obligation is 25 million,
23 correct?
24      A   Right.
25      Q   And then can we bring up Joint Exhibit 43?
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1 And if we can just blow up the body of that.
2          And then do you recall testifying yesterday
3 that for the mid-year adjustment letter for this
4 year you had referenced power's obligation as being
5 35 million?
6      A   Yes.
7      Q   Why did you reference power's obligation as
8 being 35 million in this mid-year adjustment letter
9 if you had earlier updated the obligation as being

10 only 25 million?
11      A   It was just overlooking the previous
12 letter, and when we went through our mid-year
13 adjustment process it looked like everything would
14 remain the same, the obligation would not be
15 increased.  But when I pull up all my backup folder
16 and I pull out my files, the '16 true-up letter was
17 in the '16 files so I didn't have that readily
18 available to look at when I pulled out my backup
19 documentation.  So I didn't even discuss it in this
20 letter, and nobody -- nobody along the way caught it
21 that we should be referencing the January -- January
22 letter.
23      Q   And do you know if that ended up having an
24 effect on power's overall obligation for that year?
25      A   Power still paid in accordance with the
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1 January letter, the 25 million.
2      Q   Okay.  Do you recall testifying yesterday
3 that when there is a shortfall for a particular
4 year, power is responsible for paying that shortfall
5 the next fiscal year?
6      A   Yes.
7      Q   Do you know if Reclamation is able to
8 simply forgive power's payments if there's a
9 shortfall in a given year, meaning that power would

10 never have to pay that back?
11          MR. MURRAY:  Objection.  Calls for a legal
12 conclusion.
13          THE COURT:  Overruled.  I'll take her
14 answer.
15          THE WITNESS:  No, we don't forgive it in
16 the sense that it's never due.  It's rolled into the
17 three-year rolling average, and it affects the
18 second year out in the rolling average, and that
19 figure will be adjusted to show an increase or a
20 decrease in our ceiling for that fiscal year.
21 BY MS. BAE:
22      Q   So power is responsible for the shortfall
23 the next fiscal year?
24      A   Yes.
25      Q   And do you recall Mr. Murray asking you
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1 yesterday and you testifying about how after the
2 mid-year adjustment letter Reclamation does not
3 generally send out another revised estimate of
4 power's obligation, but instead waits until the end
5 of the year for the true-up process?
6      A   Right.
7      Q   Do you know why Reclamation doesn't do
8 anything like sending out another letter, say, over
9 the summer, giving power another update so that the

10 estimation might be even more accurate than it was
11 at the mid-year adjustment?
12      A   Western has always said that we get -- when
13 talking with us that they adjust their bills twice a
14 year, the initial letter and the mid-year adjust.
15 That they don't adjust their bills any other time.
16 That's in accordance with our agreement.
17      Q   Are you aware of why Western only wants to
18 adjust their bills twice a year or is it just
19 because of the agreement?
20      A   I believe it's because of the agreement and
21 that their process that they have identified in
22 their federal register notice.
23      Q   Do you know if there's any authority in the
24 CVPIA or otherwise that prevents Reclamation from
25 rescinding a mid-year adjustment?
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1      A   No, there's nothing that prevents that.
2      Q   Is the Bureau required to do a mid-year
3 adjustment in the first place, that is CVPIA?
4      A   No.
5      Q   I'd like to turn to Plaintiffs' Exhibit
6 204.
7          Do you recall testifying about this audit
8 report conducted by the Department of Interior
9 Inspector General yesterday?

10      A   Yes.
11      Q   And you stated that you're familiar with
12 the contents of this report?
13      A   Yes.  Well, I read it over once years ago
14 when I first came to the agency.
15      Q   And can we turn to page five, please.
16          Do you recall what the overall -- or do you
17 know what the overall finding of the audit was as
18 far as Reclamation's assessments, collections, and
19 expenditures pertaining to the restoration fund?
20      A   No.  I'd have to read the report again and
21 familiarize myself with this information.
22      Q   Would it help to refresh your recollection
23 if you were to read the first few lines under
24 "Results of Audit"?
25          MR. MURRAY:  Your Honor, objection.  She's
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1 not refreshing recollection.  She testified she
2 doesn't know.
3          THE COURT:  Overruled.  I think it's
4 proper.
5          THE WITNESS:  So do you want me to read
6 that first paragraph?
7 BY MS. BAE:
8      Q   Yeah.  Do you need it blown up a little bit
9 more?

10      A   No, it's okay.
11      Q   Yeah, just the first paragraph under
12 "Results of Audit."
13      A   It states here that the Bureau of
14 Reclamation was in compliance with the requirements
15 of the CVPIA as it pertained to the restoration fund
16 for assessments, collections, and expenditures.
17      Q   Thank you, Ms. Trujillo-Bixby.
18          I'd like to turn to Plaintiffs'
19 Exhibit 184.
20          THE COURT:  For future reference, if you're
21 going to refresh her recollection, after she reads
22 it, you should take it off the screen.
23          MS. BAE:  I apologize, Your Honor.
24          THE COURT:  We'll do it that way.
25          MS. BAE:  Thank you, Your Honor.
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1 BY MS. BAE:
2      Q   Could we blow up the text of this e-mail.
3          Do you recall discussing this e-mail
4 yesterday in your testimony?
5      A   Yes.
6      Q   And this e-mail has to do with the $23,000
7 in M&I fees for Westlands?
8      A   Yes.
9      Q   And I think you testified yesterday that

10 you don't think that it has been moved into the
11 restoration fund, right?  Is that how you recall
12 testifying?
13      A   That's correct.
14      Q   Do you know once the money gets put into
15 the restoration fund if that will affect power's
16 payment obligation?
17      A   It will reduce power's payment obligation
18 by $23,000 if it got moved into the
19 mitigation-restoration fund.
20      Q   Do you recall discussing with Mr. Murray
21 yesterday approximately $784,000 amount that rate
22 setting had mistakenly moved from the restoration
23 fund to a water advance account?
24      A   Yes.
25      Q   Do you know where that $784,000 is now?
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1      A   It's in the restoration fund.
2      Q   Do you recall testifying yesterday that OMB
3 recommended against the use of a GDP deflator as an
4 index factor?
5          MR. MURRAY:  Objection.  That misstates the
6 testimony.  She did not testify to that yesterday.
7          THE COURT:  Well, let's just have her
8 answer the question again.
9          THE WITNESS:  Yes, OMB recommended that we

10 use the CPIU rather than the GDP inflation factor.
11 BY MS. BAE:
12      Q   And do you recall why OMB recommended
13 against the use of the GDP deflator?
14          MR. MURRAY:  Objection.  Hearsay.
15          THE COURT:  Overruled.  I'll take her
16 answer.
17          THE WITNESS:  The information that we
18 received from our program and budget office in D.C.
19 said that OMB felt that the CPIU was a more stable
20 index factor than the GDP inflation factor.  They
21 also stated that OMB had done some analysis
22 regarding the two and recommended the use of the
23 CPIU.
24 BY MS. BAE:
25      Q   To your knowledge, do you know which
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1 inflation factor is used in the President's yearly
2 budget?
3      A   The CPIU.
4      Q   Yesterday I think you testified that even
5 if Reclamation were to use the GDP deflator, the
6 Friant surcharge would not change because it's set
7 at a flat non-indexed $7.  Do you recall that
8 testimony?
9      A   Yes.

10      Q   Do you know whether the Friant surcharge is
11 counted toward the $30 million ceiling for
12 mitigation and restoration payments?
13      A   No, it is not.
14      Q   If it isn't counted toward the $30 million
15 ceiling for M&R payments, how, if at all, would
16 using the GDP deflator affect whether the Friant
17 surcharge would lower power's proportional
18 obligation?
19      A   Since the Friant surcharge is not part of
20 the 30 million, it wouldn't have an effect on
21 lowering the power payment obligation, and it's not
22 indexed so the GDP or CPIU would have no influence
23 for the $7 either way.
24          MS. BAE:  Your Honor, I'm done with the
25 cross portion of my exam, and I'll now switch to
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1 direct.
2          THE COURT:  All right.  Very well.  Thank
3 you.
4                  DIRECT EXAMINATION
5 BY MS. BAE:
6      Q   Ms. Trujillo-Bixby, you testified earlier
7 that you are the CVPIA accountant.  Can you describe
8 your role in terms of the CVPIA as the accountant
9 versus the role that the rate-setting group plays?

10      A   As a CVPIA accountant, I track receipts and
11 expenditures.  It's part of an internal control
12 process to have a separation of duties.  So our
13 rate-setting department looks at and tracks the
14 water delivery and the acre-feet, and they insure
15 that the correct charge is associated with each
16 water type subtype identified in the system, and so
17 they manage the charge portion.
18          And just to go on with the separation of
19 duties, our accounts receivable team, they manage
20 the payments coming in.  And so there's a separation
21 of duties, and I kind of track and report the
22 information so I could identify if I do see
23 something unusual with the payments that have been
24 posted to the system or if I see something unusual
25 with charges.
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1      Q   And I think you beat me to the punch.  I
2 was going to ask you next about accounts receivable.
3          Does accounts receivable have any other
4 role other than what you just said as regards to the
5 CVPIA?
6      A   No.
7      Q   Can you just briefly explain the difference
8 of your understanding of a cash-based accounting
9 system versus an accrual-based accounting system?

10      A   A cash-based accounting system relies on
11 activity into the cash account.  And our cash
12 account is identified as the 1010 general ledger
13 account in our chart of accounts, so anything that
14 hits the 1010 general ledger account that affects
15 the restoration fund shows up in our cash reports.
16          An accrual-basis accounting would be
17 identifying revenues, and that's a different general
18 ledger account, that's our 5900 account, and that
19 would be identified when revenue is recognized as
20 opposed to when you're looking at the 1010 accounts.
21      Q   And do you know why Reclamation uses a
22 cash-based accounting system instead of an
23 accrual-based accounting system for the restoration
24 fund?
25      A   My understanding is that since this was
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1 determined back by our program and budget office at
2 the time when the CVPIA was passed because we had to
3 have collections that would reflect -- or
4 appropriations that would reflect our collections,
5 so it was determined at that time that we had to
6 have cash on hand in order to use it for the
7 program, so we've always followed cash-basis
8 accounting system for this fund.
9      Q   And you testified yesterday that the Bureau

10 collects mitigation and restoration charges from
11 water after the amount of water that was already
12 taken is determined.  Do you recall that?
13      A   Yes.
14      Q   And why does the Bureau only collect M&R
15 charges from water based on the amount actually
16 taken rather than paying it down?
17      A   The law says that you take the $6 for water
18 sold and delivered for irrigation water or $12 for
19 water sold and delivered for municipal and
20 industrial purposes.  So we've always considered
21 that, that you have to -- it has to be delivered
22 water first before we can charge for it.
23      Q   Do you know whether the CVPIA provides for
24 a methodology that requires Reclamation to project
25 water delivery estimates in a certain way?
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1      A   No.
2      Q   No, you don't know, or, no, it does not?
3      A   No, it does not.
4      Q   And you testified yesterday that
5 Reclamation has changed its methodology for
6 estimating water deliveries over the years.  Do you
7 remember that?
8      A   Yes, we have.
9      Q   Do you know whether or not Reclamation has

10 shared the fact that it changed its methodology with
11 power customers?
12      A   Yes, we have.
13      Q   And how has it done so?
14      A   We've attended their power customer
15 meetings and talked about how we've come up with our
16 power payment obligation for the year.  We also
17 worked in conjunction with Western any time we do
18 change our methodology, and they agree to how we
19 were projecting our water deliveries.
20      Q   Does Reclamation directly handle billing
21 and payment with power customers for the restoration
22 fund?
23      A   No.
24      Q   Is that done through Western?
25      A   Yes.
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1      Q   Are you aware of whether Western assesses
2 late fees to power customers for late payments?
3      A   Yes, I believe they do.
4      Q   Are you aware of whether power customers
5 have ever asked Western whether late penalties can
6 be waived?
7      A   Yes.
8      Q   And do you know if Western has the
9 discretion to waive late fees for power, or is that

10 a decision that has to be made by Reclamation?
11      A   There's some penalties that it's my
12 understanding that Western can just waive when they
13 see the information, but sometimes I know they do
14 come to Reclamation to ask for Reclamation to waive
15 the late fees.
16      Q   And do you know whether Western has ever
17 waived late fees for power payments?
18      A   I believe they have.
19      Q   Do you know whether Reclamation has ever
20 agreed to waive late fees for power payments?
21      A   The only time I've seen it was the e-mail
22 that I saw here during testimony.
23      Q   Oh, do you know what e-mail you're
24 referring to?
25      A   The one from Mr. Happs to Western, and then
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1 Western forwarded that e-mail to us.
2      Q   Can we bring up Plaintiffs' Exhibit 220.
3 If you could blow it up.  Is this the e-mail that
4 you're referring to?
5      A   Yes.
6      Q   And are you aware as to whether Reclamation
7 waived late fees in this circumstance?
8      A   Under this particular circumstance, they
9 did.  And this is Jennifer Strother, our account

10 services manager at the time, replied back to
11 Western that these could be cancelled.
12      Q   And I'd like to pull up DX 18.
13          Do you recognize this document?
14      A   Yes.
15      Q   And what is this document?
16      A   This is one of the standard vouchers that I
17 would have done to move the money from the suspense
18 account to the restoration fund in the year
19 following the movement to the expense account, so
20 it's talking about fiscal years 2007 and 2008.
21      Q   Are these of the same type of voucher as
22 the ones you discussed yesterday with plaintiffs'
23 counsel?
24      A   Yes.
25      Q   I'd like to move to Defendant's Exhibit 13.
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1 If you could just blow up the top table.
2          Are you familiar with this document?
3      A   Yes.
4      Q   And could you just explain what that
5 document is.
6      A   This is our ten-year rolling average
7 calculation for the CVP restoration fund.
8      Q   If we could take a particular year, let's
9 say 2016 since it's the last one on the list.

10      A   Okay.
11      Q   You see that for power it says
12 48.772 percent?
13      A   Yes.
14      Q   And can you explain how the ten-year
15 rolling average gets to 48.772 percent for 2016?
16      A   So you would take all of the power
17 payments, the amounts, the dollar amounts that are
18 in the receipts column, and you would total up -- so
19 you would total up the receipts from fiscal year
20 2007 all the way to 2016, which would be a ten-year
21 period of time, and get your total amount of power
22 receipts.  And you look at the total receipts column
23 for the same period of time, total all those up, and
24 take the power receipts divided by the total
25 receipts to come up with the 48.772 percent.
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1      Q   When we're looking just at the receipts, so
2 ignoring the percentages for now, if you see, say,
3 for 2016 again, for irrigation, it lists the
4 receipts as 12,688,521.  Do you see that?
5      A   Yes.
6      Q   So does that represent the receipts just
7 for 2016, or does it represent an average amount of
8 receipts for the past ten years?
9      A   No, those are total receipts for that

10 fiscal year.
11      Q   For irrigation?
12      A   For irrigation.
13      Q   And then the 6,907,972 number is the
14 receipts just for 2016 for M&I water?
15      A   Correct.
16      Q   And then the same for power, the 40,954,898
17 number?
18      A   Yes.
19      Q   So then does the 60,551,392 number on the
20 very right, does that represent the total amount of
21 receipts received into the fund with M&R charges
22 just for 2016?
23      A   These wouldn't just be just M&R charges.
24 These would be all the funds, yes.  So this is the
25 total of all the receipts into the restoration fund.
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1      Q   In 2016?
2      A   In 2016, yes.
3      Q   So if you were to determine what percentage
4 of the restoration fund power actually paid into for
5 a particular year, how would you go about doing that
6 using this chart?
7      A   If you were just looking at fiscal year
8 2016, you would just look at the 40.9 million that
9 power paid in and divide it by the 60.5 million of

10 total receipts for that fiscal year.
11          MS. BAE:  And, Your Honor, permission to
12 approach the witness with a calculator?
13          THE COURT:  Sure.
14 BY MS. BAE:
15      Q   Now, Ms. Trujillo-Bixby, I've given you a
16 calculator, and there is an easel here with some
17 paper and a marker, and I may ask you to do some
18 math calculations for us.  Hopefully, you're
19 comfortable with that since you're an accountant.
20      A   Okay.  As long as I have my calculator, I'm
21 good.
22      Q   Okay.  So using this table, if you were to
23 calculate the percentage that power paid into the
24 restoration fund, say, for 2010, could you
25 demonstrate, using your calculator and the easel,
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1 how you would get to that number?
2      A   Do you want me to do it on the easel first
3 or on the calculator or --
4      Q   Whichever works for you.
5      A   Okay.  So it would be -- you would take the
6 power receipts for the year was --
7      Q   Hopefully, one of those works.
8      A   Whoopsie.  Oh, there we go.  10681 --
9      Q   If it's easier to use the paper copy and

10 take it out, you can do that.
11      A   So this is how you would do the
12 calculation.  You would take the power receipts,
13 divide it by the total receipts, and you would get
14 the calculation for the percentage that power paid
15 in for that fiscal year.
16      Q   Are we looking at 2010 right now?
17      A   I'm sorry.  I put the wrong amount down for
18 the receipts.  So what number is this?  It's
19 probably easier if I take the paper sheet.
20      Q   I agree.  It's Defendant's Exhibit Number
21 13.  It should be in that small red binder.
22      A   In the small one.
23      Q   I understand it's hard to go back and
24 forth.
25      A   This number should really be 479 -- so it
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1 would be the 10.6 million divided by the
2 47.9 million.
3      Q   And could you just run that calculation on
4 the calculator and write down the percentage?
5      A   This would be 22 percent.  And it didn't
6 calculate any further.  It's set to calculate just
7 to two decimals.
8      Q   Is there any way to make the calculator set
9 to calculate to decimal points?  If not, don't worry

10 about it.
11      A   I'm not sure exactly which one would be the
12 correct one to -- let me see.  We can do it with a
13 floating decimal.  Okay.  So there we go.  22.267 --
14 8, rounding it.
15      Q   All right.  You can go sit back down for
16 now.
17      A   Okay.
18      Q   So, Ms. Trujillo-Bixby, according to your
19 calculation, is this 22.268 number the percentage
20 that power paid into the restoration fund for that
21 year, for 2010?
22      A   Correct.
23      Q   I'd like to pull up DDX 1.  This is a
24 demonstrative the government is offering.
25          Now, Ms. Trujillo-Bixby, if you look at the
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1 chart, if you see at the bottom, it says that the
2 orange line is the approximate proportional average
3 percentage that power would owe according to its
4 repayment allocation per plaintiffs' amended
5 complaint.  And then the line represents the actual
6 percentage that power had paid into the restoration
7 fund over the years.
8          If you look at 2010, which unfortunately is
9 not marked, but it's the one between 2009 and 2011,

10 it says power paid 22.268 for that year.
11          Does that reflect your understanding as the
12 calculation you just did?
13      A   Yes.
14      Q   And I won't ask you to get up and do it
15 again up there, but let's just try it for a
16 different year.
17          For 2007, using the chart, could you
18 calculate power's percentage payment into the
19 restoration fund?
20      A   Sure.  So power paid in 5366834 divided by
21 total receipts of 40082078, and that would be 13.38
22 -- 13.390, if you round it to three decimal places
23 again.
24      Q   Can we bring up the demonstrative again.
25          And does that comport with what's reflected
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1 on this chart for 2007?
2      A   Yes.
3      Q   You testified earlier this morning that
4 Reclamation has been conducting mid-year adjustments
5 pursuant to an agreement letter with Western.  Do
6 you recall that?
7      A   Yes.
8      Q   I'd like to pull up Joint Exhibit 8.  And
9 if we could just blow up the text a little bit.

10          Do you recognize this document?
11      A   Yes.
12      Q   I know it was written before you got there,
13 but you have read it before?
14      A   Yes.
15      Q   And what is this document?
16      A   This is a letter where we were responding
17 to NCPA's concerns and Western's concerns about only
18 having an initial power payment obligation, and this
19 is where we recognized that we really should do some
20 kind of mid-year adjust because it's difficult for
21 them, it's difficult for us in our estimating, and
22 so we agreed that we would do a mid-year adjust
23 letter.
24      Q   So does this document then comport with
25 your understanding of the reasons that the Bureau
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1 has started using a mid-year adjustment process?
2      A   Yes.
3      Q   And how does the mid-year adjustment, in
4 general, help power customers?
5      A   Well, they get to -- if we're going to
6 increase the power payment obligation at the
7 mid-year point, they get five months to pay that
8 amount rather than waiting until the end of the
9 fiscal year to say here's the true-up amount and you

10 owe -- most likely, it would be a greater amount
11 that would be in the true-up figure if we waited
12 until that point to let them know of their power
13 payment obligation where they get a longer period of
14 time to pay their obligation.
15      Q   And do you know whether power has ever
16 expressed that they prefer using the mid-year
17 adjustment than not?
18      A   Yes.  I have talked with members of NCPA,
19 and they have said that they would prefer to know as
20 soon as possible what any adjustment to their power
21 obligation is rather than wait until the mid-year.
22      Q   And in certain situations, have you been
23 able to provide them an estimation before the normal
24 mid-year adjustment in response to their request?
25      A   We did that for the letter that they wanted
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1 us to update in January of 2014, so we did it in
2 that situation.  We have adjusted our mid-year,
3 also, one fiscal year for our months' projection.
4      Q   I'd like to pull up Joint Exhibit 27.  If
5 we could just blow up the body of the letter.
6 Actually, can we just blow up the whole body of the
7 letter.
8          Ms. Trujillo-Bixby, do you recognize this
9 letter?

10      A   Yes.
11      Q   And what is it?
12      A   This is a letter that we did to our
13 mid-year adjustment where we had attended a power
14 customer meeting and they pointed out to us a
15 discrepancy in our formula, so we immediately
16 reissued our letter and decreased their power
17 payment obligation by $972,622.
18      Q   If you look in the middle paragraph of this
19 letter, it says:  "After discussions at the power
20 customer meeting, the process was analyzed and one
21 more month of estimated water deliveries was added
22 to projected water deliveries."  And it says:  "It
23 was the correct projected deliveries to reflect a
24 12-month period."
25          How -- were you not using a 12-month period
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1 for that fiscal year prior to discovery of this
2 mistake?
3      A   That's correct.  We had used a 11-month
4 period of time for the mid-year adjust letter rather
5 than a 12-month period of time.
6      Q   And how would that affect the projection?
7      A   It would have underestimated our water
8 deliveries and expected receipts from water
9 customers by one month, and it would have inflated

10 the amount that power would have to pay.
11      Q   And was it just an error that you used
12 11 months instead of 12 months?
13      A   Yes, it was an error that I discovered when
14 I went back and looked at my spreadsheet and I
15 had -- in my Excel formula that I used for a
16 particular cell, when I did my auto sum, I
17 highlighted five months instead of six months.
18      Q   Ms. Trujillo-Bixby, do you recall giving a
19 deposition or taking -- getting your deposition
20 taken in this case?
21      A   Yes, ma'am.
22      Q   And do you recall during the deposition
23 Mr. Murray asking you about this error based on an
24 11-month projection?
25          MR. MURRAY:  Your Honor, I'm going to

A194

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 196 of 601



Trial
Northern California Power Agency v. USA 1/17/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

12 (Pages 291 to 294)

291

1 object.  This is not a prior inconsistent statement
2 in her deposition testimony.
3          THE COURT:  What's the purpose of offering
4 the deposition?
5          MS. BAE:  Your Honor, plaintiff did not
6 address it on their direct, but there was a mistake
7 in what Ms. Trujillo-Bixby stated during her
8 deposition regarding this point, and I just wanted
9 to afford her an opportunity to clarify the error.

10          THE COURT:  All right.  Go ahead.
11          THE WITNESS:  Could you restate your
12 question again?  I'm sorry.
13 BY MS. BAE:
14      Q   Sure.
15          Do you recall being asked in your
16 deposition about this error regarding the 11-month
17 projection of water rather than the 12-month?
18      A   Yes.
19      Q   And do you recall testifying that you had
20 used the 11-month number for the projections for all
21 years prior to 2013?
22      A   Yes.  I mistakenly thought that since it
23 was the same spreadsheet being used every year, you
24 know, you copy over the previous spreadsheet, update
25 it with current information, and you would get the
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1 updated power payment obligation for the mid-year
2 adjust.  So since the one fiscal year '13 was
3 incorrect, I assumed that all the previous fiscal
4 years had been incorrect.  So I did say during my
5 deposition that, yes, all the previous fiscal years
6 were incorrect, but when I went back to check all of
7 the spreadsheets, this was only an error in fiscal
8 year '11, '12 and '13.
9          THE COURT:  Can you give us a page

10 reference in the deposition?
11          MS. BAE:  Yes, Your Honor, let me try and
12 find that.
13          I apologize, Your Honor, I thought I had
14 written it down on this sheet, but I have not, but I
15 do have the deposition with me.
16          THE COURT:  Maybe you can have the witness
17 look at the deposition, and then she can identify
18 where this mistake occurred.
19          MS. BAE:  Sure.  Could we pull up
20 Ms. Trujillo-Bixby's deposition transcript.
21          MR. MURRAY:  If it's of assistance to
22 counsel, I believe it's page 164 or thereabouts.
23          MS. BAE:  Yes, you're right.  Thank you
24 Mr. Murray.  I apologize, I had it in my outline, I
25 must have inadvertently deleted it.
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1          So could we pull up page 164 of the
2 deposition.
3          I apologize for this, Your Honor.  I
4 apologize, Your Honor.  It seems that our trial
5 director for the deposition transcript isn't
6 working, and I believe our extra copies of the
7 deposition are upstairs.  Would you like me to read
8 the portion into the record or -- I don't know how
9 you would like me to address this, Your Honor.  I

10 apologize.
11          MR. RALSTON:  Your Honor, I'll offer it is
12 Plaintiffs' Exhibit 45, which the government has
13 objected, but the exhibit is available there if it's
14 of an assistance to the Court -- Plaintiffs'
15 Exhibit 13.
16          MS. BAE:  And then could you blow up the
17 lower right quadrant.
18          THE COURT:  All I really would like to have
19 is the witness's affirmation of where in the
20 deposition this error occurred.
21 BY MS. BAE:
22      Q   Ms. Trujillo-Bixby, does this reflect the
23 discussion in your deposition regarding the 11-month
24 water projection?
25      A   Yes.
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1      Q   And then could we turn to page 165 of the
2 deposition.  And is this the continuation of where
3 you testified about the 11-month projection?
4      A   Yes.
5      Q   And do these two pages reflect the error
6 that you just clarified right now?
7      A   Yes.
8      Q   Thank you, Ms. Trujillo-Bixby.
9          Can we pull up Joint Exhibit 27 again.  And

10 then blow up the body again.
11          Now, it states in this middle paragraph
12 that:  "This process does not affect previous years,
13 as power received credit for prior years at the time
14 the restoration allocation was exceeded."
15          What did you mean by that statement?
16      A   So it looked like previous fiscal years,
17 the ceiling was exceeded so they would have received
18 a credit from the previous fiscal year that would
19 have moved forward to the next fiscal year, and it
20 would have reduced their obligation for '12 -- '11
21 going into '12 and '12 going into '13.
22      Q   Does that mean that power would have
23 received a credit if their obligation had been
24 changed as a result of the error?
25      A   If we had -- wait.  I'm not following you.
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1 I don't want to say something that --
2      Q   You just stated that it didn't affect power
3 because they received credits for prior fiscal
4 years, correct?
5      A   Right.  The credits would have rolled into
6 the next fiscal year and reduced their power
7 obligation for that new fiscal year.
8      Q   I'd like to move next to Plaintiffs'
9 Exhibit 360.

10          Ms. Trujillo-Bixby, do you recognize this
11 document?
12      A   Yes.
13      Q   What is it?
14      A   This looks like this is a process that we
15 do to forecast the power payment obligation in
16 future -- five-year future period of time at the
17 request of power.
18      Q   So why do you issue this five-year forecast
19 for power's obligation?
20      A   The request came to us from power through
21 Western that, for budgeting purposes, power
22 customers would like to have a forecast five years
23 out of their possible power payment obligation.  So
24 we do this estimation, and we do use a standard
25 deviation for our acre-feet that has been paid for
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1 in the restoration fund to determine a low water
2 delivery amount and a high water delivery amount so
3 that we can estimate here's the range that the power
4 payment could be in this future fiscal year.
5      Q   Is this forecast binding on power or on
6 Reclamation?
7      A   No.
8      Q   Could we please bring up Defendant's
9 Exhibit 2.

10          Ms. Trujillo-Bixby, do you recognize this
11 document?
12      A   Yes.
13      Q   And what is it?
14      A   This is a document, an e-mail that Autumn
15 asked for the supporting documentation to show that
16 items identified during the historical
17 reconciliation, items that were put into power
18 payments or water contractor payments that were put
19 into the water fund instead of the restoration fund,
20 she was asking for the back-up documentation to show
21 where these items had been correctly moved to the
22 restoration fund.
23      Q   And can we move to the third page, please.
24 And it might be easier to scroll through the paper
25 version which is in that small binder as well.
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1      A   This is Number 2, you said?
2      Q   Yes.  You can just take a look through the
3 entirety of that e-mail, of that document?
4      A   Okay.
5      Q   Ms. Trujillo-Bixby, do you know if you sent
6 or received these e-mails and documents?
7      A   Yes, I did.  I sent pages three and four to
8 be included as documentation that the receipts
9 actually ended up being in the Friant surcharge

10 account and into the restoration fund account for --
11 this is the contractor Lower Tule River Irrigation
12 District.
13      Q   And as far as the e-mails go, did you
14 either send or receive that series of e-mails?
15      A   Yes.
16      Q   Do you know whether the e-mails and
17 documents were made at or near the time of the
18 events or acts discussed?
19      A   Yes, this is the cost posting that show in
20 October.  These items were posted into our FBMS
21 financial system.  It shows the document numbers,
22 and then the document numbers are referenced on
23 these other items that show where the money came
24 from in the water account.
25      Q   And were these documents and e-mails made
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1 and kept in the course of regularly conducted
2 business?
3      A   Yes.
4      Q   I'd like to move for admission of
5 Defendant's Exhibit 2.
6          MR. MURRAY:  Just a moment, Your Honor.
7          Your Honor, the concern is whether the
8 subsequent documentation in the last few pages was
9 prepared by Ms. Trujillo-Bixby or not.  The e-mail

10 at the front end, we don't dispute that those are
11 her e-mails, but whether she had a role and can
12 testify to lay a foundation for these reports at the
13 end are the concern.
14 BY MS. BAE:
15      Q   I believe Ms. Trujillo-Bixby already
16 testified that she pulled some of these documents
17 herself.
18          And the other documents that you did not
19 pull, did you -- are you aware of whether you
20 received them, and do you know where they were
21 pulled from?
22      A   Yes, I received copies of these in the
23 e-mail string, and these were all pulled out of our
24 FBMS system.
25          MS. BAE:  Your Honor, I would like to move
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1 the admission of these.
2          MR. MURRAY:  And just one further point,
3 Your Honor.  On page five of this exhibit there's
4 sort of a summary chart, and I'm not clear who
5 prepared that and whether this witness prepared it
6 or someone else did.
7 BY MS. BAE:
8      Q   Ms. Trujillo-Bixby, do you see page five on
9 the chart that Mr. Murray is referencing?

10      A   Yes.
11      Q   And did you see or receive this document at
12 or near the time that the e-mails were sent?
13      A   Yes.
14      Q   And do you know where it's been pulled
15 from?
16      A   It's been pulled from our FBMS system.
17          MS. BAE:  Your Honor, I would like to renew
18 my request to admit this exhibit.
19          THE COURT:  Any objection at this point?
20          MR. MURRAY:  Just would like clarification
21 that the summary chart is not part of the FBMS
22 system so someone prepared that, and it's not clear
23 what the genesis of that is.  In terms of that
24 coming in as substantive evidence, Your Honor,
25 that's the concern.  It appears to be a hearsay
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1 chart sort of prepared as a summary, and I don't
2 think this witness has explained where that comes
3 from.
4          THE COURT:  I'll overrule the objection.
5 Defendant's Exhibit 2 is admitted.
6          (Defendant's Exhibit 2 admitted
7          into Evidence.)
8 BY MS. BAE:
9      Q   Ms. Trujillo-Bixby, I believe you've

10 explained a little bit as you were testifying about
11 this document what the various e-mails and charts
12 show, but could you explain briefly what these
13 charts show -- sorry, excuse me -- in their totality
14 regarding Lower Tule payments?
15      A   It's showing documents where the money was
16 sitting in the water account.  It's showing where it
17 got posted into the restoration fund, and it was
18 showing the ending balance that was left in the
19 water account after the transfer of the money.
20      Q   So do the documents show that money was
21 transferred from the Lower Tule water account to the
22 restoration fund?
23      A   Yes.
24      Q   I'd like to move to Defendant's Exhibit 9.
25          Ms. Trujillo-Bixby, I believe there are
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1 four pages to this exhibit.  Do you recognize these
2 documents?  And you can take your time to look
3 through them?
4      A   Yes.
5      Q   And what are these documents?
6      A   These are similar documents as the Lower
7 Tule documents, only these are for Rosedale-Bravo
8 Water Service District, and this is showing where
9 payments were sitting in the water account.  They

10 were moved to the restoration fund and the Friant
11 surcharge fund, and then it shows a balance left in
12 the water account, and these were reports and
13 documents pulled from our FBMS system.
14      Q   Did you pull these reports and documents?
15      A   Yes, I did.  I pulled the reports.
16      Q   Are there documents in here that you did
17 not pull?
18      A   The document itself from the -- showing
19 what was in the water account was pulled by our
20 accounts receivable team to back up the e-mails that
21 we moved that money.
22      Q   And did you receive these documents from
23 the accounts receivable team?
24      A   Yes, I did.
25      Q   Ms. Trujillo-Bixby, were these documents
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1 made and kept in the course of regularly conducted
2 business?
3      A   Yes.
4          MS. BAE:  I'd like to move for admission of
5 Defendant's Exhibit 9.
6          MR. MURRAY:  No objection.
7          THE COURT:  Defendant's Exhibit 9 is
8 admitted.
9          (Defendant's Exhibit No. 9 was

10          admitted into Evidence.)
11 BY MS. BAE:
12      Q   And, Ms. Trujillo-Bixby, you testified
13 about these documents, that they show the funds
14 being moved from the water advance account to the
15 restoration fund.
16          Do you know if this had anything to do with
17 the Reclamation's reconciliation effort?
18      A   Yes, it was directly related to those
19 historical reconciliations that were done, and it
20 was identified during those historical
21 reconciliations that payments by water contractors
22 had been put into the water fund.
23      Q   And, Ms. Trujillo-Bixby, I'd like to move
24 to the CPIU and GDP deflator issue again.  Could you
25 please turn to Plaintiffs' Exhibit 203.
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1          Looking at the first page, have you read
2 this document before?
3      A   I read it over after it was presented to me
4 at the deposition.
5      Q   But at this point you have read through the
6 document?
7      A   Yes.
8      Q   And what is this document?
9      A   It's an OMB circular that talks about

10 guidelines and discount rates to be used for
11 cost-benefit analysis of federal programs.
12      Q   And what is a cost-benefit analysis of the
13 federal program, in general terms?
14      A   My understanding of cost-benefit analysis
15 is something that you will do to determine if it's
16 better to lease something or purchase something.
17 Like, say, you're going to purchase a big item of
18 equipment, you'll do a cost-benefit analysis to
19 determine whether it would be more appropriate to
20 lease the item or to purchase the item, what would
21 be the best benefit for the federal government.
22      Q   And, Ms. Trujillo-Bixby, are you aware of
23 whether this document recommends use of the GDP
24 deflator as a general inflation assumption?
25      A   Yes, it does.
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1      Q   And are you aware of whether Reclamation is
2 conducting a cost-benefit analysis when it's
3 inflating its restoration fund numbers?
4      A   No, it's not doing a cost-benefit analysis.
5 We're just merely inflating the numbers that have
6 been established in the CVPIA, and we're inflating
7 them from October 1992 price levels.
8      Q   Ms. Trujillo-Bixby, since you have read
9 this document, do you know whether this circular

10 contains any exceptions to the recommendation of the
11 GDP deflator as a general assumption?
12      A   Yes, it does, under -- I believe it was
13 page three or four where it had exceptions to the
14 use of this circular.  It says do not use these for
15 water resource projects or federal energy programs.
16      Q   And could you please pull up page three.
17 Could you highlight the bottom of page three.
18          Is this where it reflects that a water
19 resource project is an exception to the
20 recommendation?
21      A   Yes.
22      Q   And could we go to page four.  And could
23 you please highlight the top part.
24          Does it show anywhere here that the federal
25 energy program is also an exception to the
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1 recommendation?
2      A   Yes, under number three.
3      Q   At the very top of the page?
4      A   At the very top of the page, yes.
5      Q   Thank you, Ms. Trujillo-Bixby.
6          Your Honor, I'm done with my examination.
7          THE COURT:  Okay.  Is there any redirect?
8          MR. MURRAY:  There will be, Your Honor.  We
9 think it might be appropriate to take a short recess

10 to sort of prepare and for organization.
11          THE COURT:  Okay.  Let's take a 15-minute
12 break.  We'll reconvene at 11 o'clock.
13         (Recess taken from 10:45 to 11:01).
14          THE CLERK:  All rise.  The court is again
15 in session.
16          THE COURT:  Thank you.  You may be seated.
17          All right.  Mr. Murray, any redirect?
18          MR. MURRAY:  Yes, Your Honor.
19          THE COURT:  All right.
20          MR. MURRAY:  And, Your Honor, consistent
21 with defense counsel doing the, I guess, cross first
22 before the redirect, I'm going to try to indicate
23 where I'm transitioning from questions based on the
24 cross to questions based on the direct examination.
25          THE COURT:  Okay.
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1                 REDIRECT EXAMINATION
2 BY MR. MURRAY:
3      Q   So, Ms. Trujillo-Bixby, earlier this
4 morning you testified that interest and penalties on
5 overdue restoration fund amounts would not go into
6 the restoration fund; is that correct?
7      A   Yes.
8      Q   The revised interim guidelines that
9 Reclamation published in 1993, those are the

10 guidelines governing how restoration fund payments
11 are collected and applied, correct?
12      A   Yes.
13      Q   And there's not been an update or revision
14 of those guidelines since 1993, has there?
15      A   No.
16      Q   As far as you're aware, that's the
17 definitive Reclamation guidance of how payments into
18 the restoration fund should be collected and
19 applied?
20      A   Yes.
21      Q   If we could direct you to Joint Exhibit 5,
22 please.
23          And, Ms. Trujillo-Bixby, are you familiar
24 with the Summary of Comments that Reclamation has
25 prepared on the comments it received on the interim
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1 guidelines?
2      A   Yes, I reviewed this document before.
3      Q   And this document reflects Reclamation's
4 recounting of comments it received on the draft
5 interim guidelines and their responses as to how
6 they were responding to those comments in the
7 revised interim guidelines, correct?
8      A   Yes.
9      Q   If we go to page 17 of this document, "Part

10 B" of the interim guidelines is titled "Deposits to
11 the Restoration Fund."  Is that right?
12      A   Oh, yes.
13      Q   And if we go to the next page, page 18, I
14 want to direct your attention to comment B-3 and the
15 response.  And tell me when you've had a chance to
16 read that.
17      A   I've read that.
18      Q   All right.  That indicates that Reclamation
19 was changing the interim guidelines to say that any
20 interest and penalties on late restoration fund
21 payments would be deposited into the restoration
22 fund, doesn't it?
23      A   Correct.
24      Q   And the basis was that the restoration fund
25 was the fund that was being hurt by the late
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1 payments, and that's why the interest and penalties
2 should be credited to the restoration fund, correct?
3      A   That's what it's saying.
4      Q   Let's go to Joint Exhibit 6.
5          And, Ms. Trujillo-Bixby, you're familiar
6 with this document, correct?
7      A   Yes.
8      Q   This is actually the revised interim
9 guidelines that were issued in response to the

10 summary and comments that we saw in just Exhibit 4?
11      A   Yes.
12      Q   And if I can direct your attention to page
13 10 of this exhibit.  Again, this is "Part B" that
14 refers to "Deposits to the Restoration Fund."
15 Correct?
16      A   Yes.
17      Q   And it actually indicates the subsection
18 that it is responding to is subsection 3407(a),
19 correct?
20      A   Yes.
21      Q   And I want to direct your attention to the
22 final paragraph there of this document.  And tell me
23 when you've had a chance to read that.  Or the final
24 paragraph of this page, I should say.
25          Have you had a chance to read that,
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1 Ms. Trujillo-Bixby?
2      A   Yes.
3      Q   So the 1993 interim guidelines issued by
4 Reclamation stated that all interest and penalty
5 charges collected for delinquent payment of
6 restoration fund payments and charges would be
7 deposited in the restoration fund, correct?
8      A   Yes.  It also states they will not be
9 credited to water and power contractors.

10      Q   In terms of the $30 million ceiling,
11 correct?
12      A   Correct.
13      Q   But it would be part of the 50 million that
14 you would be trying to collect in a year?
15          MS. BAE:  Objection.  Calls for
16 speculation.
17          THE COURT:  Overruled.  I'll take an answer
18 to this.
19          THE WITNESS:  I'm not sure when it's
20 talking about the restoration fund, since all of the
21 specific funds are delineated up above, if this
22 would go into the mitigation and restoration payment
23 fund or if it would go into one of the other funds
24 or if it would go -- I'm not sure where it would be
25 deposited.
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1 BY MR. MURRAY:
2      Q   But you do understand that there is a
3 ceiling on total restoration fund collections in a
4 year of $50 million 1992 dollars?
5      A   Correct.
6      Q   There was some testimony earlier this
7 morning about the suspense account and the indexing
8 of the suspense account money.
9          If that amount that's moved into the

10 suspense account -- let's take fiscal year 2009.
11 There's an over-collection in 2009, you put it in
12 the suspense account, bring it back in fiscal year
13 2010, right?
14      A   Yes.
15      Q   An alternative approach would be to leave
16 it as a fiscal year 2009 collection, and so if you
17 didn't do a suspense account it would stay as a
18 fiscal year 2009 collection, correct?
19      A   Correct.
20      Q   And when you're calculating the ceilings,
21 you do deflate the fiscal year 2009 collections
22 using your fiscal year 2009 index factor, don't you?
23      A   Yes.
24      Q   Whereas, for 2010, when you're deflating it
25 to determine what your ceiling is in the upcoming
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1 year, you're using the fiscal year 2010 index
2 factor?
3      A   Yes.
4      Q   And has there ever been a year that you've
5 been doing these calculations where the index factor
6 for the next year was lower than the index factor
7 for the prior year?
8      A   No.
9      Q   They have always been higher the following

10 year, haven't they?
11      A   Yes.
12      Q   Which means that dollar-for-dollar, a
13 fiscal year 2010 dollar gets deflated to a lower
14 1992 dollar value than a fiscal year 2009 dollar?
15      A   Of fiscal year -- say that again.
16      Q   If you look at your two index factors for
17 fiscal year 2010 and 2009, if the 2010 index factor
18 is higher than a 2010 dollar deflated to 1992 is
19 worth less than a 2009 dollar deflated to 1992?
20      A   Yes.
21      Q   Why did Denver veto the use of the suspense
22 account transfer for 2017?
23          MS. BAE:  Objection.  Asked and answered.
24          THE COURT:  I think we've heard a lot about
25 this.  Sustain the objection.
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1 BY MR. MURRAY:
2      Q   You mentioned that KPMG had approved the
3 use of the suspense account; is that your testimony?
4      A   I mentioned that they have audited those
5 transactions before when they have looked at our
6 financial statements, and there was never a finding
7 written up that those transactions were not valid or
8 any of the back-up documentation presented to them
9 did not accurately reflect why we were doing the

10 transactions.
11      Q   And was that for a particular year?
12      A   They do audit samples for every fiscal
13 year, and I'm not sure which fiscal year these
14 particular documents were audited.
15      Q   There's some testimony about power
16 receiving a credit in 2011 from amounts that were
17 transferred in suspense in 2010.  Do you remember
18 that?
19      A   Yes.
20      Q   Do you remember testifying yesterday that
21 there was a certain amount that you did not transfer
22 to a suspense from 2010 that you weren't notified in
23 time to transfer?
24      A   Yes.
25      Q   And so that amount was not applied as a
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1 fiscal year 2011 payment, was it?
2      A   Correct.
3      Q   That stayed in the fiscal year 2010
4 collection?
5      A   Right.
6      Q   And so that amount was not credited as a
7 power payment 2011?
8      A   Yes.
9      Q   Was not?

10      A   Was not, yes.
11      Q   Turn to Joint Exhibit 42, and this was the
12 end-of-year true-up letter for fiscal year 2016,
13 correct?
14      A   Yes.
15      Q   And so this was the recent occasion where
16 you had an over-collection from the prior year of
17 over 7 million, but did not use the suspense
18 account, correct?
19      A   Correct.
20      Q   So there was not $7 million in cash that
21 was being brought in in fiscal year 2017 as a power
22 credit?
23      A   Correct.
24      Q   That money stayed as a fiscal year 2016
25 collection?
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1      A   Yes.
2      Q   And you testified that you handled the not
3 transferring it in as a credit by telling Western to
4 deduct that from the power obligation in 2017,
5 correct?
6      A   Yes.
7      Q   Now, at the end of the year when you're
8 going to true up whatever receipts are received from
9 water versus your ceiling, it's going to depend on

10 how much you receive from water, isn't it, in terms
11 of what the power obligation is?
12      A   For the true up?
13      Q   Yes.
14      A   Yes.
15      Q   All right.  And you didn't -- in this
16 process of this letter, you didn't adjust the
17 ceiling that you had previously set for 2017, did
18 you?
19      A   The 2017 ceiling had already been
20 established by the time this true-up letter had gone
21 out, and we wouldn't adjust a ceiling that's already
22 been established in the President's budget.
23      Q   So by telling Western to collect
24 7.7 million less from power in that year, if the
25 ceiling doesn't change at the end of the year, if
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1 $7 million in water receipts don't materialize,
2 power is still going to owe that money back, aren't
3 they?
4          MS. BAE:  Objection.  Argumentative.  Calls
5 for speculation.
6          THE COURT:  Overruled.
7          THE WITNESS:  Could you repeat your
8 question?
9 BY MR. MURRAY:

10      Q   Yep.
11          If the ceiling stays the same with this
12 over-collection issue and all you're doing is
13 saying, Western, collect less from power right now,
14 at the end of the year you're still using the same
15 ceiling and measuring against the same water
16 receipts for that year, aren't you?
17      A   This 7 million would not impact the ceiling
18 in 2018 is what you're saying, right?
19      Q   I'm actually asking about 2017 right here.
20          So you had fiscal year 2016 over-collection
21 as referenced in this letter, correct?
22      A   Right.
23      Q   And instead of using the suspense account
24 transaction where you move it into a suspense
25 account and bring it in as cash in the next year
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1 that applies towards the ceiling, you're telling
2 Western just to collect less right now from power,
3 correct?
4      A   For '17, yes.
5      Q   Yes, for 2017.
6      A   Yes.
7      Q   And at the end of the year when you're
8 determining your true up, the true up is going to be
9 based as it always is on whatever your ceiling was

10 and whatever your water receipts are, and the
11 difference is going to be assessed to power,
12 correct?
13      A   You take into consideration your ceiling,
14 actual water receipts, actual power receipts and
15 determine if those two combined met the ceiling or
16 exceeded the ceiling, and then you would determine
17 if there's power payment obligation that would move
18 from '17 to be collected in '18.
19      Q   If Western reduced the power receipt by
20 this amount, 7.742, and you didn't hit your ceiling
21 by 7.742 when you're doing your true up at the end
22 because the water receipts weren't enough, that
23 7.742 million would be assessed again to power as a
24 shortfall, wouldn't it?
25      A   It would depend how the receipts were for
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1 the year.  I can't just hypothetically say that
2 power would -- it would affect the 18 numbers if I
3 don't know -- it's all based on actual numbers, and
4 this was a credit given for '17.  It was actual
5 receipts in '16.  It was a credit given in '17.  I
6 would still have to look at actual receipts for the
7 fiscal year to compare to the ceiling.
8      Q   I understand.  I'm just trying to establish
9 that this is essentially a paper credit at this

10 point; there's no cash associated with this that's
11 going into your M&R fund in 2017?
12      A   Yes.
13      Q   Okay.  You also mentioned that it's your
14 understanding that Western only adjusts their bills
15 twice a year; is that correct?
16      A   Yes.
17      Q   And obviously, to state the obvious, you
18 don't work at Western, do you?
19      A   No.
20      Q   And you don't handle or even review the
21 bills they send out to their power customers, do
22 you?
23      A   No, I don't.
24      Q   In this letter telling Western to apply
25 this credit to the power obligation, this is not a
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1 mid-year adjustment letter, is it?
2      A   No.  This would be what you would consider
3 our true-up letter.
4      Q   All right.  And so the true-up letter in
5 any year, whether it's a shortfall or a credit,
6 that's another adjustment to the power obligation,
7 isn't it?
8      A   Yes.
9      Q   Do you remember testifying this morning

10 that OMB recommended that Reclamation use the CPIU?
11      A   Yes.
12      Q   You've never spoken with someone at OMB to
13 get that recommendation yourself, have you?
14      A   No, it would not be in my daily business
15 where I would talk to anybody at OMB.  It would be
16 somebody in our program and budget office that would
17 have communications with OMB.
18      Q   But you, yourself, were the person that was
19 asked to sort of do the analysis on the GDP deflator
20 versus the CPIU in 2010-2011, correct?
21      A   For that report that we were working on,
22 yes.
23      Q   And that was the report to look into that
24 at Western's request as to whether one index would
25 be better than the other?
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1      A   Yes.
2      Q   And in that analysis or investigation you
3 did not contact anyone at OMB to find out what their
4 viewpoint was?
5      A   No.
6          MS. BAE:  Objection.  Asked and answered.
7          THE COURT:  Sustained.
8          MR. MURRAY:  Your Honor, at this point, I'm
9 transitioning to the direct-examination so this, I

10 guess, would be cross.
11                  CROSS-EXAMINATION
12 BY MR. MURRAY:
13      Q   Ms. Trujillo-Bixby, you mentioned earlier
14 that Reclamation only collects M&R payments from
15 water contractors after the fact because of a
16 provision in the CVPIA; is that correct?
17      A   Yes.
18      Q   Isn't it true that you do collect payments
19 from water contractors in advance when they are able
20 to pay in advance for M&R payments?
21      A   A number of water contractors do pay in
22 advance.  They are required to pay in advance for
23 their water for -- for the water they think they're
24 going to take they pay in advance, and a lot of
25 customers do pay in advance for their power -- or
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1 their restoration payments at the same time they pay
2 for their power.
3      Q   Are you -- we've looked earlier --
4      A   I'm sorry, I said for their power.  Yeah,
5 at the same time that they pay for their regular
6 water delivery, they will pay for their restoration.
7      Q   We looked earlier at the summary of
8 comments on the original draft interim guidelines, I
9 believe it was Joint Exhibit 5.

10          And do you know whether Reclamation's
11 initial interim guidelines provided for water
12 customers to pay their restoration fund payments in
13 advance on the same schedule they pay their water
14 payment?
15      A   Not that I'm aware of.
16      Q   Pull up Plaintiff's 220.
17          Ms. Trujillo-Bixby, you looked at the
18 exhibit earlier and said this was evidence that
19 Reclamation has waived a late fee for a power
20 customer?
21      A   Yes.
22          MS. BAE:  Objection.  Mischaracterizes her
23 testimony.
24          THE COURT:  Overruled.  I'll let her
25 answer.
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1          THE WITNESS:  I was stating that we --
2 Mrs. Strother said the request for waiver was to go
3 ahead -- to approve it, to waive the late fees for
4 SMUD.
5 BY MR. MURRAY:
6      Q   And the letter or the e-mail further down
7 indicates that SMUD was requesting this because the
8 invoice had actually gotten lost in the mail.  Isn't
9 that what the explanation was?

10          Let's go --
11      A   I don't see that on here.
12      Q   -- to the next page.
13      A   Yes, the invoice was received late, it says
14 here.
15      Q   So this wasn't a circumstance where SMUD
16 had just waited months and months to pay a
17 restoration fund charge?
18          MS. BAE:  Objection.  Argumentative.  Calls
19 for speculation.
20          THE COURT:  Sustained.
21 BY MR. MURRAY:
22      Q   And you're not aware, are you, whether
23 Western has actually assessed late fees for power
24 customers for being a day or two late on a
25 restoration fund payment?
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1      A   I believe they do assess it when they're
2 late.  I don't know exactly when they assess it,
3 but --
4      Q   You send out a letter every year notifying
5 water contractors of what the inflated CVPIA charges
6 are for the upcoming fiscal year, correct?
7      A   Correct.
8          MS. BAE:  Objection.  Outside the scope of
9 my examination.

10          MR. MURRAY:  Your Honor, I'm addressing a
11 late fee issue.
12          THE COURT:  Go ahead.
13 BY MR. MURRAY:
14      Q   That letter tells water contractors that if
15 they are late on these payments, they will be
16 assessed late fees in accordance with the debt
17 collection act, correct?
18      A   Correct.
19      Q   And to your knowledge, those late fees have
20 not been assessed against water contractors for late
21 restoration fund payments, have they?
22      A   I'm not aware of any.
23      Q   If we can pull up -- let's go to Joint
24 Exhibit 2.  I believe this is the same exhibit you
25 were looking at earlier as a defense exhibit, but
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1 does this -- this is the ten-year rolling average
2 assessment of collections and repayment allocation,
3 correct?
4      A   Yes.
5      Q   And so at the bottom of the page, what you
6 weren't looking at this morning was the repayment
7 allocations for power versus the water functions,
8 correct?
9      A   Yes.

10      Q   And that's done on a ten-year rolling
11 average?
12      A   Yes.
13      Q   And that's what the restoration fund says
14 in terms of how the repayment allocation should be
15 measured for proportionality if they're on the
16 ten-year rolling average basis?
17      A   Yes.
18      Q   And you were asked actually to get up and
19 do some calculations for a couple of individual
20 years.
21          For fiscal year 2008 to 2016, do you see
22 any year in which the ten-year rolling average was
23 less of the collections for power than their
24 repayment allocation?
25          MS. BAE:  Objection.  Confusing.  Vague and
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1 ambiguous.
2          THE COURT:  I'll let you answer if you can
3 understand the question.
4          THE WITNESS:  Could you repeat your
5 question?
6 BY MR. MURRAY:
7      Q   There's no year from 2008 to 2016 in which
8 the collections from power were equal to or less
9 than their repayment allocation, is there?

10      A   No.
11      Q   Let's go to Joint Exhibit 8.
12          This was the amendment to the letter of
13 agreement between Western and the Bureau of
14 Reclamation about how Western would collect power
15 restoration fund charges, correct?
16      A   Yes, this had to do with the mid-year
17 adjust agreement.
18      Q   And this is -- the first version of the
19 letter agreement did not have a mid-year adjustment
20 procedure, correct?
21      A   Correct.
22      Q   And so this was a later modification of
23 that that instituted a mid-year adjustment process?
24      A   Yes.
25      Q   And this letter itself you mentioned was an
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1 agreement with Western and NCPA, correct?
2      A   It responded to concerns from NCPA and
3 Western.
4      Q   But NCPA is not a signatory to this letter,
5 is it?  You can go to the next page and confirm
6 that.
7      A   No.  This it is a letter from Western, from
8 our regional director at Bureau of Reclamation to
9 Western.  NCPA did receive a copy of the letter.

10 Let's see.
11      Q   Defense Exhibit 2, please.  And, actually,
12 let's go to 3 or 4 -- let's actually start on the
13 first page with the chart.  Let's blow it up a bit.
14          This was a documentation reflecting the
15 movement of funds that had been mistakenly deposited
16 by Reclamation into Lower Tule River Irrigation
17 District's water account instead of the restoration
18 fund, correct?
19      A   Yes.
20      Q   And do you know, do these documents
21 indicate anywhere on them where those payments --
22 when those payments were originally received by
23 Reclamation?
24      A   It does show a post date, I believe.
25      Q   The posting date here is -- on this
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1 particular page is June 19, 2017.  Is it your
2 testimony that that's when the money was first
3 received by Reclamation?
4      A   That's when this $1.2 million was received
5 from Lower Tule and posted into our system, yes.
6      Q   And that's a point that I think is worth
7 clarifying.
8          So there was discussion about this money
9 was deposited in the wrong -- in their water account

10 and not the M&R fund, correct?
11      A   Correct.
12      Q   And so that money didn't just sit there in
13 the water account and was sitting there as something
14 you could move right away when you discovered it,
15 was it?
16      A   In relation to the historical
17 reconciliation, my understanding is these payments
18 were received under our old FFS system and not
19 received in FBMS.
20      Q   So that would have meant they were received
21 at least prior to October 1, 2013, correct?
22      A   20 -- yes.
23      Q   And so what this indicates on this page is
24 that Lower Tule River had to pay a $1.2 million,
25 roughly, payment in June of 2017 to provide the
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1 funds that were going to be transferred.  Is that
2 what this is here to indicate?
3      A   This is indicating that Lower Tule made a
4 payment of $1.2 million.  It went into their water
5 fund, and that is the money that we had to use to
6 transfer to the restoration and the Friant because
7 we couldn't go back and do anything in FFS.  We no
8 longer had that system.  So you had to look at
9 current dollars that came in in order to transfer it

10 to the restoration fund and the Friant surcharge
11 fund.
12      Q   If we can go to the next page.
13          So this is the document that indicates the
14 transfer of some of that money to the Friant fund?
15      A   Yes.
16      Q   Let's actually go to the next page because
17 that's the one I'm more interested in.
18          And this one is -- there's an indication
19 "Rest IRR."  That's restoration irrigation, that's
20 the M&R fund?
21      A   Yes.
22      Q   So this is indicating that the payment that
23 should have been in the M&R fund previously is now
24 being transferred into the M&R fund in the amount of
25 $224,174.10, correct?
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1      A   Correct.
2      Q   And if we look at the posting date, the
3 transfer was made on October 23rd, 2017?
4      A   Correct.
5      Q   So that money was not in the M&R fund until
6 October 23rd, 2017?
7      A   Yes.
8      Q   And that's fiscal year 2018?
9      A   Yes.

10      Q   Why did it take -- if you received a
11 payment in June 2017, why did it take four months to
12 transfer that into the M&R fund?
13          MS. BAE:  Objection.  Calls for
14 speculation.
15          THE COURT:  Overruled.
16          THE WITNESS:  I knew we had a hard time
17 finding a document that would be large enough with
18 current receipts to cover what had to be transferred
19 to the restoration fund, so I don't know if that
20 played a factor in why this took longer or what the
21 -- what the situation was because I don't -- I don't
22 do that transaction so --
23 BY MR. MURRAY:
24      Q   Just to put a finer point on that, you, as
25 you sit here now, do not know the explanation for
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1 why it took four months to transfer into the M&R
2 fund?
3      A   No.
4      Q   Let's look at Defense Exhibit 9, please.
5          And these are the equivalent documents for,
6 I believe you said, Rosedale-Bravo Water Service
7 District?
8      A   Yes.
9      Q   And so this was another contractor that had

10 an M&R payment from sometime back that was deposited
11 into the water account and not the M&R fund?
12      A   Yes.
13      Q   And so, again, the posting date on this,
14 can you tell on here when this payment was received?
15      A   This was done on May 25, 2016; it was
16 reversing a previous document.
17      Q   So this one indicates -- and this is --
18 provided this page to indicate this is where the
19 money that was ultimately transferred into the M&R
20 fund, where it came from, correct?
21      A   Yes.  This original amount was reversed,
22 and it was placed into the restoration and Friant
23 irrigation fund.
24      Q   Okay.  And let's go to page three of this
25 document, and blow that up, if we can.
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1          So this is the document that reflects that
2 the payment that was misapplied originally has
3 finally made its way home to the M&R fund?
4          MS. BAE:  Objection.  Argumentative.
5          THE COURT:  Overruled.  I'll take it.
6          THE WITNESS:  Yes.
7 BY MR. MURRAY:
8      Q   And can you see there it was not posted to
9 the M&R fund until October 17, 2017?

10      A   Yes.
11      Q   As you sit here now, are you able to
12 explain why it took a year-and-a-half for the money
13 from May 2016 to be posted into the M&R fund?
14      A   No.
15      Q   We spoke a little bit about an OMB circular
16 earlier this morning, Ms. Trujillo-Bixby.  You're
17 not aware of an OMB circular that says -- recommends
18 the use of the CPIU as an inflation index, are you?
19      A   No, I have not looked for an OMB circular
20 to that effect.
21          MR. MURRAY:  If I could just have a moment,
22 Your Honor.
23          That concludes my examination, Your Honor.
24          THE COURT:  All right.
25          MS. BAE:  Your Honor, may I just have a
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1 moment to consult with counsel?
2          THE COURT:  Sure.
3          MS. BAE:  Your Honor, just a couple very
4 quick questions.
5                 REDIRECT EXAMINATION
6 BY MS. BAE:
7      Q   Ms. Trujillo-Bixby, you testified just now
8 that for Lower Tule and Rosedale-Bravo it took a
9 matter of some months for the payment to be moved

10 over to the restoration fund.  Do you recall
11 testifying to that?
12      A   Yes.
13      Q   But when the money did get moved over,
14 would that mean that power would get a credit for
15 that payment?
16      A   Yes.
17          MS. BAE:  That's all I have, Your Honor.
18          THE COURT:  All right.  Ms. Trujillo-Bixby,
19 thank you very much for your testimony.  You may
20 step down.
21          THE WITNESS:  Thank you.
22          MR. RALSTON:  Your Honor, our next witness
23 is Dr. David Mooney.
24          THE COURT:  All right.
25          MR. RALSTON:  Your Honor, may I approach?
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1          THE COURT:  Sure.
2          Please come forward, sir.
3                     DAVID MOONEY,
4 called as a witness on behalf of the Plaintiffs
5 herein, was duly sworn, examined, and testified as
6 follows:
7          THE COURT:  Please be seated.
8                  DIRECT EXAMINATION
9 BY MR. RALSTON:

10      Q   Dr. Mooney, good morning.  David Ralston
11 representing the plaintiffs.
12          Dr. Mooney, please identify yourself for
13 the record.
14      A   My name is David Michael Mooney.
15      Q   And where do you reside?
16      A   I reside in Sacramento, California.
17      Q   And you're employed by the United States
18 Government?
19      A   Yes, I am.
20      Q   Bureau of Reclamation?
21      A   Yes.
22      Q   Department of the Interior?
23      A   Yes.
24      Q   You've been with the Bureau since 2004?
25      A   Yes.
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1      Q   And you remain employed by the Bureau
2 today?
3      A   Yes.
4          MR. RALSTON:  Your Honor, I think by
5 stipulation, but I'll ask in declaration that
6 Dr. Mooney is a witness of the adverse party for
7 purposes of proceeding under Rule 611.
8          MR. OLIVER:  I agree, Your Honor.
9          THE COURT:  Okay.

10                   CROSS-EXAMINATION
11 BY MR. RALSTON:
12      Q   Dr. Mooney, you started with the Bureau in
13 Denver, Colorado?
14      A   Yes, I did.
15      Q   At the Technical Service Center?
16      A   Yes.
17      Q   As a hydraulic engineer?
18      A   Yes.
19      Q   Your specific expertise was setup and
20 transport?
21      A   And river mechanics.
22      Q   And river mechanics?
23          That work entailed numerical monitoring?
24      A   Numerical modeling and also monitoring.
25      Q   And you used computers to estimate how

334

1 rivers and water supply will change in response to
2 different activities, correct?
3      A   Correct.
4      Q   It involved a lot of math applications,
5 didn't it?
6      A   Yes, it did.
7      Q   As part of that work did you study
8 droughts?
9      A   Not specifically droughts.

10      Q   As part of your hydrology work did you
11 study droughts?
12      A   Yes, I did.
13      Q   You came to Sacramento in 2007, correct?
14      A   Correct.
15      Q   As a hydraulic engineer with the
16 Mid-Pacific Region's planning division?
17      A   That's correct.
18      Q   In 2013 you became the administrator of the
19 CVPIA restoration fund, correct?
20      A   That's correct.
21      Q   What month in 2013?
22      A   I'm not entirely certain.  I believe it was
23 January, February.
24      Q   And you held that position until 2015?
25      A   Yes.
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1      Q   When you became the branch chief of the
2 NP-410 program management branch?
3      A   That's correct.
4      Q   We'll return to your work first as the
5 restoration fund administrator.
6          What did your duties include as part of
7 that position?
8      A   The duties were administrating the
9 restoration fund, which included preparing the

10 budget justifications, planning out work,
11 implementing and obligating funds for the various
12 programs and activities, and reporting upon
13 accomplishments.
14      Q   And then what did your work entail as the
15 branch chief?
16      A   As the branch chief, I had the same
17 responsibilities before as well as supervising a
18 number of direct reports that implemented some of
19 the specific programs under the CVPIA, as well as
20 some of the environmental compliance for water
21 transfers as well as our water conservation program.
22      Q   And what program specifically did you
23 supervise in that position?
24      A   I supervised Reclamation staff for the
25 anadromous fish restoration program and for the

336

1 refuge water supply and in-stream flow programs.
2      Q   Those are all CVPIA programs?
3      A   Yes, they are.
4      Q   And you were the program manager,
5 essentially, for those programs?
6      A   I was the supervisor of the program manager
7 for those programs.
8      Q   And your duties as branch chief, did they
9 include, again, dealing with program budgets?

10      A   Yes, they did.
11      Q   It was a carryover of the work you had done
12 as restoration fund administrator?
13      A   Carryover and accretion.
14      Q   And as part of your responsibilities as
15 restoration fund administrator and then later as the
16 branch chief, did you work with Gail Trujillo-Bixby?
17      A   Yes, I did.
18      Q   Did you work with Autumn Wolfe?
19      A   Yes, I did.
20      Q   Did you work with David Murillo?
21      A   Primarily through my supervisor Rick
22 Woodley, but yes.
23      Q   And you worked with Anne Elkus?
24      A   I don't recall working with Anne Elkus.
25      Q   You now serve as the Bay-Delta office
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1 Deputy Manager?
2      A   I'm now the Area Manager.
3      Q   Of the Bay-Delta office?
4      A   Yes.
5      Q   And what work is entailed as part of that
6 position?
7      A   We assist Reclamation with the legal and
8 regulatory compliance activities for the Central
9 Valley Project, and we implement a number of the

10 Fish and Wildlife activities.  We also administer
11 the CALFed Bay-Delta fund and some of the water
12 quality work.
13      Q   You previously were the deputy manager of
14 that office?
15      A   Yes.
16      Q   And you became deputy manager on June 13th,
17 2016?
18      A   I know it was June so --
19      Q   Shortly before you were deposed in this
20 case, correct?
21      A   Correct.
22      Q   You hold a bachelor's degree, a master's
23 and a doctorate in civil engineering, correct?
24      A   Yes.
25      Q   From Colorado State University at Boulder?
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1      A   Colorado State University, Fort Collins.
2      Q   You obtained your doctorate in 2007?
3      A   Correct.
4      Q   And you obtained your doctorate while you
5 were working with Reclamation?
6      A   That's correct.
7      Q   And you're a licensed professional
8 engineer?
9      A   Yes, I am.

10      Q   We're going to put before you Plaintiffs'
11 Exhibit 1, 48 and 49.  You can take a moment and
12 review that document that's slash 48 and 49?
13      A   Okay.
14      Q   To orient you I'm going to first post the
15 first page of that document.  I'm sorry, the first
16 page -- there you are.
17          And these are the interrogatory responses,
18 as you see, correct?
19      A   This is titled such.
20      Q   Let's return to page 48.
21          And this document indicates that you were
22 responsible with respect or worked with the
23 responses to numbers 2, 3, 5, and on the next page
24 6.
25          Do you see those?
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1      A   I do.
2      Q   Returning to the prior page, did you assist
3 with respect to the responses -- we're going to go
4 through them in a minute -- to these
5 interrogatories?
6      A   Yes, I did.
7      Q   Did you work with Gail Trujillo-Bixby with
8 respect to answering these interrogatories?
9      A   Yes, I did.

10      Q   And specifically on number 3, correct?
11      A   Don't recall which specific number 3 was,
12 but yes.
13      Q   We'll go to that in a moment.
14          And with Autumn Wolfe with respect to
15 number 3?
16      A   That's what this document indicates.
17      Q   And with respect to Gail Trujillo-Bixby on
18 number 5, correct?
19      A   That's what this document indicates.
20      Q   Did you work with Mr. Murillo's staff with
21 respect to responding to these?
22      A   I don't believe in -- well, I'm part of
23 Mr. Murillo's staff so -- with the exception of
24 Koji, this is all Mr. Murillo's staff.
25      Q   Let's go to Plaintiffs' Exhibit 1/44.
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1          Can you take a minute and review that
2 question and then, if necessary, we'll scan through
3 the answer which is over the next few pages.
4      A   Okay.
5      Q   And you were the sole person responsible
6 for responding to this question, correct?
7      A   I believe I was the primary person.
8      Q   We'll next go to Exhibit 1, number 47,
9 which gives you the number 3.  And you assisted in

10 the response to this as well, correct?
11      A   Yes, I did.
12      Q   We'll go to number 49.  And that indicates
13 that you worked on interrogatory number 6 with
14 Mr. Kawamurra, correct?
15      A   I do not recall any dialogue with
16 Mr. Kawamurra.
17      Q   You do not?
18      A   I do not.  So I may have answered a portion
19 of it, and Koji may have answered another portion,
20 but we did not coordinate a response.
21      Q   Mr. Kawamurra is an attorney with Western?
22      A   To my understanding, he is.
23      Q   Did you work with any Western personnel in
24 the defense of the case?
25      A   I don't recall coordinating directly with
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1 Western.
2      Q   Let's go to page 47.  Sorry, page 48.
3          And was there anyone who assisted you with
4 respect to these answers besides the persons
5 indicated in the interrogatory there?
6      A   Our solicitor's office.
7      Q   Let's go to Plaintiffs' Exhibit 1, page 51.
8 This is the response to number 6, which you just
9 indicated you assisted in response for.

10          Did you provide the information with
11 respect to the answers to number 6?
12      A   I believe I identified these three
13 individuals.
14      Q   And the next page, please.
15          And those as well?
16      A   Yes.
17      Q   And the next page.
18          And those as well?
19      A   Yes.
20      Q   So you were responsible for identifying, in
21 response to this interrogatory request, those with
22 information at the Bureau who had information
23 concerning this case, correct?
24      A   Correct.
25      Q   Let's go to Plaintiffs' Exhibit 10 at 5.
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1 This is the amended notice of 30(b)(6) deposition.
2 We'll go to page 5.
3          And there you see are listed the topics
4 concerning the deposition.  Take a moment and review
5 that, if you would.
6      A   Okay.
7      Q   And now we'll go to Plaintiffs' Exhibit 11.
8 And, as you can see, this is an e-mail in which
9 responsive individuals were designated by topic, and

10 I think you'll see your name next to a number of the
11 responses.
12          You had 1 and 2, correct?
13      A   Correct.
14      Q   And 4A, and 9, and 13, and 17, 18, 23 to
15 25.  Let's return to -- among others, let's return
16 to Plaintiffs' Exhibit 10 at 5.
17          And so you had 1 and 2.  Do you see those
18 before you?
19      A   Yes, I do.
20      Q   So you were designated as a person who is
21 knowledgeable about the interpretation of section
22 3407 as communicated outside of Reclamation,
23 correct?
24      A   Correct.
25      Q   And you were also designated as a person
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1 with knowledge about section 3407(c)(1) of the CVPIA
2 concerning the term "direct beneficiaries," correct?
3      A   Correct.
4      Q   And if you look at 4A, you were designated
5 as a person with knowledge on that topic as well?
6      A   For 4A, correct.
7      Q   Let's go to Plaintiffs' Exhibit 10 at 8.
8 And item 13 concerns how proportionality was to be
9 implemented, correct?

10      A   Correct.
11      Q   And you were designated as a person with
12 knowledge on that topic.
13          We'll go to 17.  You were designated as a
14 person with knowledge as to the steps taken to
15 implement proportionality to the greatest degree
16 practicable, correct?
17      A   Correct.
18      Q   And number 18 as to the steps taken or not
19 taken?
20      A   Correct.
21      Q   Let's now go to Plaintiffs' Exhibit 1/44
22 again, take a moment to review that and your answer.
23      A   Okay.  Is there additional pages?
24      Q   There are.  There's two more pages.  And
25 it's also -- I should have noted this for you.  It's
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1 in your briefing book right in front of you in hard
2 copy, if it's easier for you to review.
3      A   Thank you.
4          MR. OLIVER:  Mr. Ralston, do you have a
5 copy of what you provided the witness for counsel?
6          MR. RALSTON:  We do.  Sorry for not having
7 distributed it.
8          THE WITNESS:  Okay.
9 BY MR. RALSTON:

10      Q   Return to page 44, and that interrogatory
11 asked to identify in detail every step you contend
12 you took, meaning the defendant, to ensure the
13 amount of mitigation and restoration payment made by
14 the CVP water users and CVP power users was to the
15 greatest degree practicable assessed in the same
16 proportion as the repayment allocations, correct?
17      A   Correct.
18      Q   Please review your answer and, having done
19 so, were there any steps identified in your answer
20 as having been taken?
21      A   Which page in the binder?
22      Q   It is at Plaintiffs' Exhibit 1, page 44,
23 45, and I believe 46.
24      A   I don't think I have a number 1.
25      Q   Then we'll have to scroll through the
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1 document here.
2      A   Okay.  One of the steps is on page 45, the
3 -- what we refer to as a non-discretionary charges.
4      Q   Identify the specific paragraph.
5      A   The third paragraph.
6      Q   And which specific provision are you
7 identifying?
8      A   Where it identifies the Friant surcharge;
9 contract pre-renewal charge; number 4, the water

10 transfer charge; number 5, the tiered water charge;
11 number 6, the municipal and industrial surcharge.
12      Q   And how does that represent a step?
13      A   When we assess those charges, it increases
14 the revenues from water and brings power's payment
15 closer to proportional.
16      Q   Any other step?
17      A   Look at the next page, please.
18          We have charged water users the maximum
19 amount.
20      Q   Any other step?
21      A   Can you go to the prior page, please?
22 Prior page, please.
23          MR. MURRAY:  Your Honor, if it's of some
24 assistance to the witness, I believe there's a Joint
25 Exhibit tab and then a Plaintiffs' Exhibit tab.  I
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1 believe this exhibit is in our copy in the binder.
2          THE WITNESS:  Those are the steps that have
3 been identified in this response.
4 BY MR. RALSTON:
5      Q   Those two, okay.
6          So the first instance -- we'll go back to
7 page 45 -- it was imposing the charges that the
8 statute requires, correct?
9      A   Correct.

10      Q   And the second was to set the rates at 6
11 and $12 for irrigation and M&I water, correct?
12      A   Correct.
13      Q   Now, back on page 44, you indicate in the
14 first part of your answer that, in fact,
15 accomplishing proportionality had been impossible,
16 correct?
17      A   Straight proportionality has been
18 impossible.
19      Q   Let's go to Joint Exhibit 2 which is in
20 your binder, should be in your binder.  It's a
21 chart.  Let's use the last line under 2016 where it
22 indicates for commercial power the ten-year rolling
23 average is 48.772.
24          Do you see where I'm referring to?
25      A   Yes, I do.
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1      Q   And that is the ten-year rolling average
2 with respect to commercial power's payment of the
3 restoration charge, M&R payments, correct?
4      A   Correct.
5      Q   And at the bottom where it has capital
6 costs, you'll see under "Commercial Power" for 2015,
7 to the right the percentage 26.006.
8          Do you see where I'm referring to?
9      A   Yes, I do.

10      Q   And that's what's the ten-year average of
11 the commercial power's repayment allocation for the
12 CVP, correct?
13      A   I'm not an expert in these numbers.
14      Q   I'm not saying you are.
15      A   That's what this table says.
16      Q   So their M&R payments for that ten-year
17 period were 48.7 percent compared to their repayment
18 allocation of 26.06.
19          That isn't even close to being proportional
20 much less strictly proportionality, is it?
21      A   That is not strictly proportionality.
22      Q   Of any kind.  What kind of proportionality
23 is it, if any?
24          MR. OLIVER:  Objection.  Argumentative.
25          THE COURT:  Overruled.
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1          THE WITNESS:  It is not proportional.
2 BY MR. RALSTON:
3      Q   Go to Plaintiffs' Exhibit 1 at 50.  This
4 document indicates that documents will be responded
5 to identified in an appendix.
6          And if we go back to Plaintiffs'
7 Exhibit 1/48, you are the person in part identified
8 as being the person responsible for responding.
9          Let's go to Plaintiffs' Exhibit 3.  This is

10 an appendix with many pages.  I'll just ask quickly
11 -- we'll scroll through.  You have it in front of
12 you.
13          And my question will be:  Is this an
14 appendix of the documents that were responded to
15 with respect to that interrogatory; is that the
16 appendix?
17          MS. BAE:  The witness might have -- that
18 doesn't correspond to the index to the appendix.  I
19 don't know if I have the wrong binder or --
20          MR. RALSTON:  Should be PTX 3.
21          THE WITNESS:  Tab 3 is the Central Valley
22 Project Improvement Act Statute or a portion --
23 BY MR. RALSTON:
24      Q   Well, look at the screen in front of you
25 which has PTX 3.  It has "Appendix"?  Is that what
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1 it shows in front of you?
2      A   It shows appendix.
3      Q   All right.  Let's go to the next page.
4 There's an index to the appendix?
5      A   It says "Index to Appendix."
6      Q   Were these the documents that were
7 responded to that were connected with the
8 interrogatory I just directed your attention to?
9      A   I'm not sure.  I believe I just provided

10 different documents when we were going through the
11 different elements of the claim.
12      Q   All right.  Look through -- we'll scroll
13 through this document in front of you.
14          Do you see -- take 2008 as an example, and
15 then we'll go back to the index.  Next page.  Next
16 page.  All right.  Let go back to the index.
17          Do you see any documents there that respond
18 to the interrogatory number 2 concerning the steps
19 taken with respect to proportionality to the
20 greatest degree practicable?
21      A   I'm not sure of the specific context of
22 each document, but I would expect they show us
23 assessing the different fees.
24      Q   And that would be it?
25      A   Yes.

350

1      Q   Let's go to Plaintiffs' Exhibit 421 which
2 is towards the back of your book.  These were
3 documents that --
4      A   I don't have a 421.
5      Q   You'll have the screen in front of you.
6 Let's go to the first page -- page 44.  These were
7 documents that were brought by you to your
8 deposition and we had marked as an exhibit.
9          We'll go back to the first page so you can

10 see the marking.  At page 44 is a chart.  Do you
11 recognize the chart?
12      A   I do recognize the chart.
13      Q   You prepared that chart?
14          MR. OLIVER:  There's an objection to
15 Exhibit 421 that we've lodged on hearsay grounds.
16          THE COURT:  I didn't hear what you said.
17          MR. OLIVER:  I apologize.  We have objected
18 to this document on the ground that it's hearsay.
19          MR. RALSTON:  May I go through a couple
20 questions, Your Honor?
21          THE COURT:  Go ahead.
22 BY MR. RALSTON:
23      Q   Dr. Mooney, did you bring documents with
24 you to the deposition in this case?
25      A   I did.
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1      Q   And you surrendered those documents to me
2 after you were asked whether you had brought any
3 documents to the deposition, didn't you?
4      A   Yes.
5      Q   And we marked them as an exhibit to the
6 deposition, didn't we?
7      A   Yes.
8      Q   Are these the documents you brought with
9 you?  Included among those was this chart that you

10 brought to the deposition?
11      A   Yes.
12          MR. RALSTON:  Your Honor, I ask that it be
13 admitted.
14          THE COURT:  All right.  Mr. Oliver?
15          MS. BAE:  I haven't heard anything that
16 overcomes the hearsay objection.
17 BY MR. RALSTON:
18      Q   Did you prepare this document in the
19 ordinary course of your business, Dr. Mooney?
20      A   Yes, I did.
21      Q   And you have responsibility for
22 administering the restoration fund and the CVPIA
23 programs, correct?
24      A   I have responsibility for administering the
25 restoration fund, and I oversaw certain of the
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1 project managers for some of the activities for
2 Reclamation project week.
3      Q   And you prepared this chart in the course
4 of those job responsibilities, didn't you?
5      A   Yes, I did.
6          MR. RALSTON:  I move for submission.
7          THE COURT:  I will overrule the objection.
8 The document is admitted.
9          MR. RALSTON:  Thank you, Your Honor.

10          (Plaintiff's Exhibit No. 421, page
11          44, was admitted into Evidence)
12 BY MR. RALSTON:
13      Q   What does this chart show, Dr. Mooney?
14      A   This document shows the base revenue
15 requirement for payment of power.  It shows the
16 mitigation restoration payments by power for the
17 CVPIA.  It shows the base loading value of market
18 power as provided by Western, and it shows an
19 estimate of how the peaking operation may increase
20 the value of CVP power.
21      Q   Let's use the bar graph to the right of
22 2016.  It shows in pink or red.  Do you see where
23 I'm referring to?
24      A   I don't see any bar graph to the right of
25 2016.
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1      Q   For the year 2016 --
2      A   Okay.
3      Q   -- there's a line which is pink and green.
4 Do you see where I'm saying?
5      A   Yes.
6      Q   The green represents the base revenue
7 revenue requirement, correct?
8      A   Correct.
9      Q   And the pink represents the power's M&R

10 payments, doesn't it?
11      A   Yes, it does.
12      Q   So what you're showing there is the
13 division between their base revenue revenue
14 requirement on the one hand in green and power's M&R
15 segment in pink, correct?
16      A   I view it as red, but yes.
17      Q   Or red for 2016.
18          And your blue lines are designed to
19 represent -- I'll try to get your term -- the
20 comparative commercial power equivalent, correct?
21 That's what you're trying to compare there?
22      A   The cost of acquiring that same power on
23 the market.
24      Q   All right.  And this chart shows that by
25 2014, CVP power, including the base revenue
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1 requirement and the M&R payments, had just about
2 become equal to the commercial equivalent, correct?
3      A   There's no just becoming about equal to.
4 Each individual year has different conditions where
5 sometimes power may be more expensive or less
6 expensive.
7      Q   And in that year of 2014, they were just
8 about the same, weren't they?
9      A   Correct.

10      Q   And the same in 2012, correct?
11      A   In 2012 it still appears to be with the
12 peaking operation benefit.
13      Q   And in 2009?
14      A   Correct, in 2009.
15      Q   It was actually at or above, meaning that
16 CVP power was at a cost at or above commercial
17 rates?
18      A   Correct.
19      Q   And in 2015 there's no question that even
20 with your peaking analysis included that CVP power
21 had gone above the commercial equivalent in cost,
22 correct?
23      A   That's correct.
24      Q   And the same in 2016, correct?
25      A   I think that may have been an estimate of
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1 2016, so I don't know what the final outcome was,
2 but for the estimates used in this chart that would
3 be correct.
4      Q   And you brought this document with you to
5 your deposition, correct?
6      A   Correct.
7      Q   So this was apparently a matter of some
8 concern to you, true?
9      A   It was one of the topics I was identified

10 on to speak on behalf of the government so I
11 prepared information so that I could speak.
12      Q   And over the years you've done a number of
13 studies addressed to this type of issue, haven't
14 you?
15      A   I have plotted these numbers many times in
16 many different forms.
17      Q   All right.  Let's go to 421/2, and I've
18 just provided to you the first page of a lengthy
19 document that is also part of this exhibit.  You'll
20 see it's the Central Valley Project Improvement Act,
21 correct?
22      A   Correct.
23      Q   And you brought that document with you to
24 the deposition?
25      A   Correct.
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1      Q   And, in fact, you have worked with the
2 Central Valley Project improvement Act throughout
3 the time you did serve as restoration fund
4 administrator and then as branch manager, correct?
5      A   That's correct.
6      Q   So you're knowledgeable about the
7 implementation of the Central Valley Project
8 Improvement Act by the Bureau of Reclamation,
9 correct?

10      A   Primarily the 3406, 3407, and 3408.
11      Q   We will turn to those in due course.
12      A   I'm less knowledgeable about the other
13 provisions.
14      Q   All right.  Let's go to JX 31, Joint
15 Exhibit 31.  Should be in your book.
16          Would you take a minute to review that
17 document?
18      A   Okay.
19      Q   This letter is a letter of May 20th, 2014
20 that indicates it's rescinding the April 29, 2014
21 mid-year adjustment, correct?
22      A   Correct.
23      Q   Let's go to the next page.  And that
24 indicates that Ms. Trujillo-Bixby worked on this
25 letter or this part of the project, correct, she's a
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1 contact point?
2      A   Correct.
3      Q   And that Ms. Autumn Wolfe, then acting
4 regional financial manager, was the person who
5 issued the letter apparently giving authority for
6 someone else to sign for it, correct?
7      A   Sherry Beasley would have signed as acting
8 for Autumn who was acting for the region financial
9 manager.

10      Q   All right.  Let's go back to the prior
11 page.  The April 29th letter that's being rescinded
12 -- let's make sure we understand that word.
13          Rescind means to set aside, right, to pull
14 back; is that a fair description?
15      A   I think in this case we're just pulling it
16 back.
17      Q   Pulling it back.
18          And you were involved in the process by
19 which Reclamation decided to rescind the 2014
20 mid-year adjustment letter, weren't you?
21      A   Yes, I was.
22      Q   Let's go to JX 30, take a moment to review
23 that document.
24      A   Okay.
25      Q   And this is a letter of April 29, 2014,
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1 that is, in fact, the mid-year adjustment letter,
2 isn't it?
3      A   Yes, it is.
4      Q   So this was the letter that was being
5 rescinded by JX 31 that we just looked at, right?
6      A   Yes, it is.
7      Q   Let's go to page two of that document
8 again.  And, again, Ms. Trujillo-Bixby and Ms. Wolfe
9 were involved in that part of it, weren't they?

10      A   Yes, they are.
11      Q   Now, let's return to page one.  We'll
12 highlight the $45 million number, the $24 million
13 number, and the $20 million number.
14          Do you see where that's been highlighted?
15      A   Yes, I do.
16      Q   So this letter was telling Western that the
17 power contractors knew the mid-year assessment was
18 $45 million, correct?
19      A   As a result of the mid-year assessment, the
20 total cost for -- obligation for 2014 would have
21 been $45 million.
22      Q   And that's an increase of $24 million from
23 the original assessment of 20, correct?
24      A   25, yes.
25      Q   Let's then turn to the third page of this
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1 document, and let's bring that up a bit.
2          And this is a chart attached to the letter
3 that reviews the calculations.  Take a moment to
4 review that document.
5      A   Okay.
6      Q   Now, on the top, the second -- the first
7 column, the second towards the middle indicates that
8 the first six months of actual receipts from
9 October 1, 2013, through March 31st, 2014, were the

10 basis of those calculations.
11          Do you see where I'm referring to?
12      A   Yes, I do.
13      Q   And those refer to the receipts from the
14 water contractors, correct?
15      A   Correct.
16      Q   So that's how the 5,683,829 was developed,
17 right?
18      A   That's my understanding, but it's not my
19 area of responsibility.
20      Q   And the next column gives the second six
21 months which are projected.  You see where I'm
22 referring to?
23      A   Yes, I do.
24      Q   And it gives the 2.1 million number.  Do
25 you see where I'm referring to?
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1      A   Yes, I do.
2      Q   And the result of those two numbers is that
3 the water receipts or combination of actual and
4 estimated to be 7.859082 for the year, right?
5      A   Correct.
6      Q   Going down to the bottom of the chart,
7 let's highlight the number 53,347,000, and that is
8 the restoration fund requirement for the year,
9 correct?

10      A   For the mitigation and restoration payment.
11      Q   Yes.
12          And that number essentially comes from your
13 Washington budget office, correct?
14      A   Correct.
15      Q   That's not a number that you really -- or
16 your office can change, correct?
17      A   Correct.
18      Q   It's dictated to you, essentially, by the
19 Washington budget office?
20          MR. OLIVER:  Objection.  Argumentative.
21          THE COURT:  Overruled.
22          THE WITNESS:  We generally are more
23 collaborative to the extent that we can be, but they
24 are the ones who ultimately make the decision.
25 BY MR. RALSTON:
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1      Q   They are the decisional authority with
2 respect to that number; is that a fair statement?
3      A   That's fair.
4      Q   Then we have projected water receipts that
5 we just reviewed of 7.89 million.  Subtract that
6 from the 53 million, and that yields the $45 million
7 number we looked at just a moment ago, correct?
8      A   7.85.
9      Q   And that is -- the 45 million number is

10 now, as of the mid-year adjustment, the number that
11 power is required to pay, correct?
12      A   Correct.
13      Q   And that compares to the 20 million --
14 20.5 million originally and, therefore, the net of
15 the 24 million, correct?
16      A   25 million, correct.
17      Q   So the increase -- if you go up to, again,
18 the top of the column, in the first six months
19 actual receipts from power had been 10,204,527,
20 correct?
21      A   Correct.
22      Q   And that would have been -- and I realize
23 you're not with Western, but that would have been to
24 some extent based on the initial letter from
25 Reclamation as to what the power requirement was
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1 going to be for the year, correct?
2      A   I think that's part of it, but not the
3 whole of it.
4      Q   And so the new one, as for the second six
5 months of the year, is to be 35 million, correct?
6      A   I'm not familiar with how shortfalls and
7 surpluses are or are not factored into this chart.
8      Q   35 million is what's indicated there,
9 right?

10      A   That's correct.
11      Q   So when you compare what power had actually
12 paid in the first six months, 10.2 million, from
13 what they were projected to pay in the next six
14 months based on this chart was to be 35 million,
15 wasn't it?
16      A   Can you say that again?
17      Q   For the first six months the actual
18 receipts from power were 10,204,527, correct?
19      A   Correct.
20      Q   And according to this chart prepared by
21 Reclamation, in the second column it indicates a
22 projection for six months and the number 35,283,391,
23 correct?
24      A   Correct.
25      Q   And that's the projected receipts from
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1 power for the next six months as indicated there,
2 correct?
3      A   Correct.
4      Q   That's an increase of close to 350 percent
5 for the second six months versus the first six
6 months, correct?
7      A   It has to do with how Western distributes
8 the payments between months --
9      Q   That's not my question.  My question was

10 simpler.
11          35 million is almost three-and-a-half times
12 10 million, isn't it?
13      A   Oh, yeah, that's just math.
14      Q   There we go.
15          When this letter was sent to Western, it
16 would have then been distributed or equivalent to
17 the CVP power contractors, wouldn't it?
18      A   I don't know if they send it out or just
19 post it.
20      Q   They make the power contractors aware of
21 this missive from Reclamation that the new
22 requirement is $45 million, right?
23      A   To my understanding.
24      Q   Well, let's talk about your understanding.
25 The reaction from power contractors to the
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1 $45 million was, shall we say, not well received?
2          MR. OLIVER:  Objection.  Foundation.
3          THE COURT:  Overruled.
4          THE WITNESS:  I had no direct discussion
5 with the power customers in response to this
6 mid-year adjustment.
7 BY MR. RALSTON:
8      Q   You didn't?
9      A   It's not the function of the restoration

10 administrator.
11      Q   You had no direct discussions with power
12 customers concerning the 2014 mid-year adjustment;
13 is that your testimony?
14          MR. OLIVER:  Objection.  Asked and
15 answered.
16          THE COURT:  Overruled.
17          THE WITNESS:  I don't recall any direct
18 discussion with the power customers.
19 BY MR. RALSTON:
20      Q   Let's go to Joint Exhibit 28.  Take a
21 moment to review that.
22      A   Okay.
23      Q   Now, let's go to page two, briefly.
24          Again, you'll see Ms. Trujillo-Bixby is on
25 the letter, correct?
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1      A   Correct.
2      Q   But instead it's Brenda Bryant.  Now, do
3 you know Brenda Bryant?
4      A   Yes, I do.
5      Q   And at the time, this is 2014, was she the
6 regional financial manager?
7      A   That's what the letter says.
8      Q   She had a senior position at Reclamation?
9      A   Yes, she did.

10      Q   At the Mid-Pacific Region?
11      A   Yes.
12      Q   Go back to page one.  Let's highlight the
13 -- thank you.
14          So the letter -- this is the initial 2014
15 obligation letter, correct?
16      A   Correct.
17      Q   And it indicates that the total restoration
18 payments for the fiscal year will be the 53,347,000,
19 right?
20      A   Correct.
21      Q   Which is the number we saw just a moment
22 ago in the earlier exhibit?
23      A   Yes.
24      Q   Here, restoration payments by water are
25 indicated to be 32 million, correct?

366

1      A   Correct.
2      Q   Again, that's 2014.  And so power's
3 obligation at that point is only the 20.5 million,
4 right?
5      A   If we're truncating instead of rounding,
6 correct.
7      Q   Let's go to JX 28/2 -- I meant 3, I'm
8 sorry.  If you could bring that up.
9          Again, let's walk through this very

10 briefly.  On the right-hand side of this document
11 are projected water deliveries over time, right,
12 over the year?
13      A   Correct.
14      Q   And then the calculation in the middle of
15 the document which shows restoration payments by
16 water, irrigation, M&I, does the acre-feet, and then
17 the charge spread out over those two periods to
18 yield the $32 million number, right?
19      A   Correct.
20      Q   In the middle of the chart shows the
21 $90 million; do you see that?
22      A   Yes, I do.
23      Q   Now, that's the 1992 dollar equivalent
24 essentially of what you all described as the
25 requirement under the CVPIA to be essentially
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1 collected in the three-year period, right?
2      A   We refer to that as the three-year rolling
3 average.
4      Q   That's the total of the three-year rolling
5 average of what it's got to get, right?
6      A   Correct.
7      Q   Then are shown the actual payments from
8 2012 of 33.7 million, correct?
9      A   Correct.

10      Q   And then projected payments for 2013 of
11 24.2 million, right?
12      A   Correct.
13      Q   Totaling 57.5 million leaving a balance of
14 32,036,000.  Do you see where I'm referring to?
15      A   I believe it's 57.96.
16      Q   I'm sorry, that's the total of those two,
17 but the balance, when you subtract 57 million from
18 the 90, you get the 32 million?
19      A   That's correct.
20      Q   And that 32 million yields, in 1992
21 dollars, yields in 2014 dollars the 53,347,000 as
22 shown right beneath that, correct?
23      A   Correct.
24      Q   And from that is taken the water payments
25 of 32.7 million, yielding the power obligation of
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1 20.5.
2          Now, with respect to the estimated
3 projected payments for 2013, that is a projected
4 number, right?
5      A   For 2013?
6      Q   Yes.
7      A   Yes, that is.
8      Q   So the number that actually results of
9 first taking actual payments for 2012, then

10 projected payments for FY 2013, and that yields the
11 $32 million number, the balance.  So your
12 determination here is a combination of actuals for
13 one year, right, 2012?  Next is a projection for the
14 next fiscal year, and that's how it yields the total
15 for water for total payments there, correct?
16      A   Correct.
17      Q   In your three-year process?
18      A   Correct.
19          THE COURT:  Mr. Ralston, shall we take a
20 lunch break at this point?
21          MR. RALSTON:  Your Honor, that would be
22 perfect.  Thank you.
23          THE COURT:  All right.  We'll resume at
24 1:30.
25       (Lunch recess taken from 12:28 to 1:33)
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1          THE CLERK:  All rise.  The court is again
2 in session.
3          THE COURT:  Thank you.  You all may be
4 seated except for Mr. Ralston.
5          Go ahead.
6          MR. RALSTON:  Thank you, Your Honor.  We're
7 back on the record and back to Joint Exhibit 28.
8 BY MR. RALSTON:
9      Q   This was an exhibit we were examining

10 before we broke, Dr. Mooney, and this is the initial
11 letter we were talking about earlier with respect to
12 the FY 2014 obligation.
13          It indicates in the very last paragraph
14 that -- if you'll take a look at the second
15 sentence, take a moment to read that -- that there
16 will be a mid-year adjustment on or about April 1st,
17 2014.  Do you see what I'm referring to?
18      A   Yes, I do.
19      Q   And that is per an agreement of April 21st,
20 1995, correct?
21      A   Correct.
22      Q   Let's go to JX 8.  If you'll take a moment
23 and review that.
24          And my question is:  Is that the letter of
25 April 21st, 1995 that is referred to in JX 28?
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1      A   Yes, it is.
2      Q   And let's go to the next page.  I think at
3 the very top there's some bullet points.  And you'll
4 see the top bullet point, which we will highlight,
5 take a moment and review that bullet point.
6      A   Okay.
7      Q   And that first bullet point describes what
8 will become the mid-year adjustment letter, correct?
9      A   That's correct.

10      Q   And its purpose, as said in the last line,
11 is to modify the initial determination with the most
12 recent hydrological projections applicable to the
13 subject fiscal year.
14          Do you see what I'm referring to?
15      A   I see where you're referring to.
16      Q   So the mid-year adjustment letters were to
17 have the, quote, "most recent hydrological
18 projections applicable to the subject fiscal year,"
19 correct?
20      A   Correct.
21      Q   And they would be more recent than the
22 initial letter that would come out prior to the
23 beginning of the fiscal year, right?
24      A   There would be no hydrologic projection in
25 the beginning.
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1      Q   Say again.
2      A   There's no hydrologic projection at the
3 beginning of the fiscal year.
4      Q   What do they use for calculation of water
5 receipts in the initial letter?  We can go back to
6 JX 28, if you like.
7      A   I'm not familiar with the calculation
8 method for water deliveries.
9      Q   Let's go to JX 2 -- I'm sorry.  JX 28,

10 page two and chart three.
11          We went through this before.  This is a
12 calculation and analysis of the water receipts and
13 the calculations, correct?
14      A   Correct.
15      Q   That's what I'm referring to.
16      A   I'm not familiar with how they derive these
17 numbers.
18      Q   You're not familiar with how they derive
19 which of these numbers, the water receipts numbers?
20      A   The water receipts numbers.
21      Q   But you in the ordinary course of your work
22 when you were restoration fund administrator relied
23 upon the information that was conveyed in Joint
24 Exhibit 28/3, didn't you?
25      A   No, I did not.
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1      Q   Do you have any reason to question that
2 data?
3      A   No, I do not.
4      Q   Let's go back to JX 8/2 where we're
5 discussing the most recent hydrological projections.
6 And you agree that that is what is to be in the
7 mid-year adjustment letter, yes?
8      A   Yes, I do.
9      Q   Let's go back now to JX 28/3 and highlight

10 that.
11          And, again, you just testified that you
12 have no role in the compilation of this data,
13 correct?
14      A   Correct.
15      Q   This data is compiled by Gail
16 Trujillo-Bixby at that time?
17      A   I think she is where I would get this data
18 from.
19      Q   That's who would give you this data?
20      A   Correct.
21      Q   And so you had really no role in generating
22 this type of data?
23      A   I did not.
24      Q   Let's go to JX 29.  Take a moment to review
25 that.
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1      A   Okay.
2      Q   Are you familiar with this letter?
3      A   I am familiar with this letter.
4      Q   This was a letter of January 16, 2014, in
5 which Reclamation provided essentially updated data
6 as to water receipts and the M&R payment
7 calculations, correct?
8      A   Correct.
9      Q   And let's highlight paragraph three, the

10 first full paragraph -- second full paragraph from
11 the bottom, starting with "Projected."  You see in
12 the second sentence it says:
13          "This projection uses updated hydrological
14 data for estimating water deliveries."
15          Do you see where I'm referring to?
16      A   Yes, I do.
17      Q   So would you agree with me that that means
18 this letter of January 16, 2014, JX 29, has more
19 updated hydrological data than JX 28, the letter we
20 just examined a moment ago?
21      A   Yes, I would.
22      Q   Go to the next page, please.
23          Again, you'll see Ms. Trujillo-Bixby's name
24 as being involved in the letter, correct?  And the
25 signatory is Brenda Bryant, regional financial
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1 manager.
2      A   The signatory is Autumn Wolfe.
3      Q   It was Ms. Wolfe who signed for Brenda
4 Bryant, correct?
5      A   Correct.
6      Q   And what role did Ms. Wolfe have at the
7 time she would be signing for Ms. Bryant?
8      A   She was probably the rate setting manager
9 at the time.

10      Q   Let's go back to page one.  And here we see
11 from the introduction in the first paragraph that
12 the power payment obligation is now 33 million --
13 we'll highlight that number -- which is an increase
14 of 12 million from the original 20 million.  Do you
15 see where I'm referring to?
16      A   Yes.
17      Q   Then let's go to JX 28 -- 29/3.  And in the
18 column at the top we'll see that the acre-feet for
19 irrigation is 1.3 million.  And if we compare that
20 to JX 28/3 -- start at JX 28/3.  One more.  There
21 you go.  And highlight on the water, irrigation
22 water.
23          You can see those two highlighted numbers.
24 The big change is the decrease in irrigation
25 acre-feet from 2.5 million to 1.3, correct?
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1      A   Correct.
2      Q   And as a result of that -- let's go back to
3 JX 29/3.  As a result of that, water's total
4 contribution is now down to 19 million which has a
5 commensurate result in increasing power's
6 contribution to 33 million, correct?
7      A   Correct.
8      Q   And that reduction from 2.5 million to
9 1.3 million in estimated acre-feet and thus water

10 receipts occurred between August of 2013 and January
11 of 2014, correct?
12      A   Correct.
13      Q   Did you have any role in this letter, JX
14 29, the January letter being issued?
15      A   Not that I recall.
16      Q   All right.
17      A   And it may have crossed me, but I don't
18 recall it.
19      Q   And then we'll go to JX 30.  So, again,
20 this is the mid-year adjustment letter.  And let's
21 do a quick comparison of JX 28, 29 and 30.  So we'll
22 take the charts at each, JX 28 -- there we go.
23 Those are drawn from each of the joint exhibits that
24 we just examined.
25          And you can see in the lower right-hand
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1 corner, the projected water payments are only
2 7.8 million in mid-year adjustment versus 19 million
3 in the January letter versus 32 million in the
4 August of 2013 letter.
5          Would you agree?
6      A   Where are you getting that final number?
7 Oh, sorry, found it.
8      Q   Upper right-hand corner.
9          And as a result, power, looking at the

10 upper right-hand corner, has gone from 20.5 million
11 in August of 2013 to 33 million in January of 2014,
12 and then to 24 million difference increase in April
13 of 2014 in the mid-year adjustment letter.
14          Do you see where I'm referring to the
15 increases?
16      A   I -- I think some of those you stated as
17 total payments and some of them are increases.
18      Q   Yes.  All right.  Well, let's highlight.
19 You're correct.  The 20 million, the 33 million, the
20 45, yes.
21          So the increment has gone from 20 million
22 to 33 to 45, in that period of time, correct?
23      A   Correct.
24      Q   Let's go to PTX 302.  Then let's go to 304,
25 PTX 304.  Take a moment to review that.
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1      A   Okay.
2      Q   Now, this is an e-mail, looking at the top,
3 from you to Brenda Bryant, correct?
4      A   An e-mail from Brenda Bryant to me.
5      Q   I'm sorry, from Brenda Bryant to you,
6 right.  It begins there.  And its topic is:  "CVPIA
7 extended repayment schedule from Western."  Do you
8 see where the subject is?
9      A   I see the subject.

10      Q   And if you would go down the page, you'll
11 see right beneath there is an e-mail from Ms. Bryant
12 apparently to you:  Hi David, signed Brenda.  Do you
13 see where I'm referring to, e-mailed May 3rd, 2014?
14      A   Yes, I do.
15      Q   And then right beneath there is an e-mail
16 of May 1, 2014, from you entitled:  "To folks."  And
17 your signature -- I'm sorry -- your signature block
18 is on the next page at 304/2.  If you would take a
19 moment and review that e-mail portion.
20      A   Okay.
21      Q   Now, you say in the second paragraph that
22 where you're discussing this -- I should first
23 identify Sonja, who is identified in your first
24 paragraph as Sonja Anderson?
25      A   Correct.
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1      Q   Of Western?
2      A   Correct.
3      Q   And Regina is Regina Reiger of Western?
4      A   Correct.
5      Q   So they had called you from Western that
6 day.  Yes?
7      A   Yes.
8      Q   And they talk about having the authority to
9 spread the billing for the mid-year adjustment over

10 this year and next.  Do you see where I'm referring
11 to?
12      A   Yes, I do.
13      Q   What were they proposing to do?
14      A   I don't recall specifically other than
15 what's stated there.
16      Q   You told them in the next paragraph that
17 you don't know whether Reclamation would agree with
18 their authority to do whatever it was they were
19 talking about, and you didn't even ask for their
20 authority, but then, you said, and I'll read it:
21          "But from strictly a program implementation
22 standpoint, Reclamation and the service are prepared
23 to work with power and accommodate reduced
24 collections this year."
25          Do you see where I'm referring to?
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1      A   I see where you're referring to.
2      Q   Service refers to Fish and Wildlife
3 Service?
4      A   That's correct.
5      Q   And Reclamation refers to essentially the
6 position you hold?
7      A   Reclamation is the agency I work for.
8      Q   Right.  So you were speaking for
9 Reclamation in this e-mail?

10      A   Yes.
11      Q   All right.  And what did you mean by "are
12 prepared to work with power and accommodate reduced
13 collections this year"?
14      A   If there was found to be flexibility in how
15 we collect from power, we would look at how we can
16 adjust the program to shift expenditures around from
17 this year into a future year, if necessary.
18      Q   So accommodating reduced collections
19 meaning that collections for the restoration fund
20 would be dropping in FY 2014, right?
21      A   Would be moving from FY '14 into a
22 subsequent year.
23      Q   A later year.
24          Now, this e-mail is dated May 1, 2014,
25 which is, what, two days after the mid-year
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1 adjustment letter which we just reviewed at JX 30,
2 right, April 29th?
3      A   Correct.
4      Q   So was this discussion you had with Sonja
5 and Regina essentially responding to the mid-year
6 adjustment letter, JX 30?
7      A   I'm not sure.  I would have to speculate.
8      Q   No need to speculate.  We'll cover all this
9 in detail.  That's fine.

10      A   Okay.
11      Q   All right.  Let's go up to the next
12 paragraph, the May 3rd e-mail from Ms. Bryant to
13 you.  There she talks about the MP region solicitor.
14          MP is Mid-Pacific?
15      A   Yes, it is.
16      Q   And region solicitor is essentially the
17 office of counsel for Mid-Pacific Region?
18      A   I actually don't know how the solicitor's
19 office characterizes themselves.
20      Q   All right.  They provide comments on May
21 the 2nd indicating that "we" -- is it fair to say
22 "we" means Reclamation?
23      A   Probably.
24      Q   "...have flexibility in the application of
25 the mid-year adjustment because of the three-year
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1 rolling average."
2          Then they talk about the appropriations
3 language and they say:  "Further consideration has
4 been requested from the solicitor's office and the
5 Washington budget office to determine which language
6 is controlling, the Congressional Appropriations Act
7 2014 or the CVPIA."
8          Which of those two did you ever -- were you
9 told was controlling, and why was that an issue?

10      A   I recall that Brenda had some concerns.  I
11 don't recall what they specifically were.
12      Q   Concern as to which was the controlling
13 authority?
14      A   I couldn't -- I would have to speculate
15 from this text and, Brenda uses the word which
16 language is controlling in this text.
17      Q   This e-mail was in response to your e-mail
18 of May the 1st, wasn't it?
19      A   Yes, it was.
20      Q   Where you talked about accommodating
21 reduced collections this year?
22      A   Right, yes.
23      Q   Let's go to PTX 305.  And there we have
24 another version of the e-mail we just reviewed.
25 And, again, this verifies at the top that it's from
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1 Brenda Bryant to you, and a copy to Autumn Wolfe and
2 Mr. Woodley.
3          Do you see what I'm referring to?
4      A   I see what you're referring to.
5      Q   And who is Mr. Woodley?
6      A   Mr. Woodley is a regional resources
7 manager.
8      Q   And what role does he have with respect to
9 an extended repayment schedule from Western?

10      A   He would be on the program side so he would
11 be my supervisor.
12      Q   So he had to deal with accommodating the
13 reduced collections for the year, correct?
14      A   He would have been who I report to on how I
15 would propose to implement the program.
16      Q   All right.  PTX 306.
17          Why don't you take a moment and review
18 that.
19      A   Okay.
20      Q   Go down to the third paragraph beginning
21 with:  Reclamation sent a mid-year adjustment letter
22 on April 29th.
23          Do you see what I'm referring to?
24      A   I see that.
25      Q   Increasing the total annual collection from
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1 power from 21 to 45 million, which is consistent
2 with the documents we just reviewed, right?
3      A   Correct.
4      Q   Then you say one sentence after that that:
5 The three-year rolling average, high, medium and
6 low, drought conditions and export restrictions
7 cause disproportionate payments and unpredictable
8 fluctuations in power collections.
9          Is that true?

10      A   That is true.
11      Q   And the CVP repayment allocation for power
12 calculated using a ten-year rolling average is about
13 24 percent.  Power currently provides about
14 33 percent of CVPIA collections over the same
15 period.
16          Is that true?
17      A   Yes.
18      Q   Now, at the bottom, the last paragraph on
19 that page, it talks about Western considering
20 whether the FY 2014 collection can be spread over
21 the next two years.
22          Do you see where I'm referring to?
23      A   It's moving around a lot.  Let me find it
24 on here.
25      Q   He's trying to put it on one page for you.
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1      A   Oh.
2      Q   We're at the top of the next page.
3      A   I see that.
4      Q   Western is apparently trying to spread this
5 mid-year adjustment increase over the next two
6 years, from what this says.  Am I right?
7      A   That's what the text says.
8      Q   And in the last sentence on 306/1 carrying
9 over to 306/2, you repeat that Reclamation and

10 service are prepared to accommodate delayed funding,
11 would require about 30 million from power this
12 fiscal year.
13          How did you determine that 30 million from
14 power would be sufficient?
15      A   I don't remember the specific details that
16 went into that calculation.
17      Q   And then right beneath there you repeat the
18 comment from the Mid-Pacific Region solicitor, so
19 apparently you still hadn't been told which was
20 controlling the annual appropriations act or the
21 CVPIA.  Is that a fair conclusion?
22      A   That's a fair conclusion.
23      Q   The next is -- sorry, go back to the first
24 page of the document.
25          Now, this document is entitled "Information
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1 Briefing Memorandum for the Regional Director" you
2 see there at the top, correct?
3      A   Yes, I do.
4      Q   And who was the regional director at that
5 time?
6      A   That would have been David Murillo.
7      Q   So you were briefing Mr. Murillo on these
8 issues, correct?
9      A   Correct.

10      Q   And as regional director he is essentially
11 the leader of the Mid-Pacific Region.  Am I correct?
12      A   Correct.
13      Q   And this is from you on May the 5th of
14 2014, correct?
15      A   Correct.
16      Q   Let's go to PTX 308.  Take a moment to
17 review that.
18      A   Okay.
19      Q   This is an e-mail from Mr. Hirahara to you.
20 Mr. Hirahara, again, is that Western?
21      A   Yes.
22      Q   And he's copying Ms. Reiger at Western,
23 correct?
24      A   That's the name listed.
25      Q   All right.  And we won't read through the
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1 entire document, but you've had a chance to look
2 over it.
3          In essence, he's conveying the unhappiness
4 of Western and CVP power entities with respect to
5 where things are playing out here with the mid-year
6 adjustment, isn't he?
7      A   He does say he heard from Jerry Toenyes.
8      Q   In fact, he says power is close to the edge
9 as a result of this, doesn't he?

10      A   Does Howard say this?
11      Q   He certainly does.  He may be quoting
12 someone else, but he repeats that, doesn't he?
13      A   He passes on that's his understanding of
14 the power customers.
15      Q   Let's go to PTX 314.  Take a moment to
16 review that.
17      A   Okay.
18      Q   So this is e-mail from you of May 12, 2014,
19 to Regina Reiger, correct?
20      A   Yes.
21      Q   And you've copied Gail Trujillo-Bixby,
22 correct?
23      A   Correct.
24      Q   Was she working with you at this time on
25 this matter?
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1      A   We coordinate throughout the year so I
2 don't know if I had run this by her specifically.
3      Q   You copied her, however, on the e-mail?
4      A   Yes, I did.
5      Q   All right.  In the first paragraph you're
6 saying:  "I spoke with Gail..."
7          May I assume that Gail is Gail
8 Trujillo-Bixby?
9      A   Yes.

10      Q   And you say:  "...what would happen if we
11 came up short this year as a result of staying with
12 the January letter and not implementing the mid-year
13 adjustment."
14          What did you mean by that?
15      A   I meant if we did not -- had not issued the
16 mid-year adjustment and instead stuck with our
17 allocation of power from January.
18      Q   The mid-year adjustment is the document we
19 looked at a few moments ago, right?
20      A   Correct.
21      Q   The letter of April 29th, correct?
22      A   Correct.
23      Q   And the January letter you're referring to
24 is the other document we looked at which is JX 29,
25 right?
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1      A   Correct.
2      Q   So you were suggesting putting aside the
3 mid-year adjustment letter, right?
4      A   Correct.
5      Q   And going back to the January letter,
6 right?
7      A   Correct.
8      Q   Now, you knew the January letter had data
9 that was less current than the April letter, didn't

10 you?
11      A   Yes, I did.
12      Q   So you were proposing to use the January
13 letter with the less current water receipts data,
14 correct?
15      A   I was proposing not to update from the
16 January letter.
17      Q   Not to update, I see.  Because the mid-year
18 adjustment is an update of the January data?
19      A   Correct.
20      Q   And so that's different from using the old
21 data, you didn't update it, that's the distinction
22 you're drawing?
23      A   I'm saying right here we proposed staying
24 with the estimates in the January letter.
25      Q   And not use the mid-year adjustment letter?
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1      A   Not use the mid-year adjustment letter.
2      Q   Which was the letter that was per the
3 agreement from April 21, 1995, between Western and
4 Reclamation, correct?
5      A   The mid-year adjustment process was set up
6 under that.
7      Q   Yes.  So you were proposing to set aside
8 the official letter and return to the January
9 letter?

10      A   I don't know what makes it an official
11 letter.
12      Q   Fair enough.
13          You were proposing to set aside the letter
14 that was issued as a result of the April 21st, 1995
15 agreement between Western and Reclamation that was
16 April 29, 2014, right?
17      A   We would modify the agreement we had with
18 Western to not be issuing the April letter.
19      Q   You would.  Did you modify the agreement?
20      A   We worked with Western and ultimately
21 agreed that we would rescind the mid-year
22 adjustment.
23      Q   You did.  However, did you actually modify
24 the April 21st, 1995 agreement?
25      A   There this was -- 1995 was just a letter.
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1      Q   Just a letter.  A letter that continues to
2 be operative to this day, does it not?
3      A   With the exception of when we have not done
4 a mid-year adjustment, yes.
5      Q   Which would be 2014, correct?
6      A   Correct.
7      Q   And as we'll see, 2015, correct?
8      A   Correct.
9      Q   In fact, the April 21st, 1995 letter is

10 used to this day for the basis of mid-year
11 adjustment letters, isn't it?
12      A   Correct.
13      Q   Let's go to the next paragraph.  And there
14 you outline, as I read it, that you would collect 33
15 million from power.  That's the number actually from
16 the January letter, right?
17      A   Correct.
18      Q   And you'd be about 12 million short of the
19 53 million ceiling due to lower than anticipated
20 water deliveries, right?
21      A   That's the language of the letter -- the
22 e-mail.
23      Q   So let's see where those numbers come from.
24 The 53 million is the number the Washington office
25 tells you you have to get this year, correct?
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1      A   Correct.
2      Q   And that number you can't change, right?
3      A   Personally, no.
4      Q   Mid-Pacific Region can't change it, can
5 they?
6      A   The decision authority is in the Washington
7 office.
8      Q   Thank you.
9          And so you were saying -- we'll go back to

10 the January letter where we only get 33 million from
11 power and that will mean you'll be 12 million short
12 of the ceiling, right?
13      A   Correct.  Well, it would depend on what
14 water deliveries actually are.
15      Q   Of course.
16      A   But we think we would be about 12 million
17 short.
18      Q   It was your estimate as of May the 12th at
19 10:40 p.m.?
20      A   Correct.
21      Q   You then propose that that 12 million would
22 be added to the ceiling in 2015, of 57 million,
23 generating a new ceiling of 69 million.  Am I right?
24      A   You're right on the language of the text.
25 I now know that we don't consider that a change in
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1 the ceiling.
2      Q   Well, let drill down a bit on that.
3          You were proposing to move this 12 million
4 from one year to the next, right?
5      A   Correct.
6      Q   And adding it to the ceiling of the next
7 year, I guess, that was the idea?
8      A   I know now that it would have been a
9 shortfall that would have been assessed in 2015, but

10 it would not have changed the 2015 ceiling.
11      Q   It would not have changed the 2015 ceiling.
12          So how is this shortfall supposed to be
13 dealt with?
14      A   My understanding is they collect those
15 funds in the subsequent year.
16      Q   All right.  We'll come to that.
17          You would then continue with the three-year
18 rolling average with a 2016 ceiling of 40 million
19 because 2013 was about 40 million, correct?  So you
20 were going to adjust the ceiling in 2016 as well per
21 this proposal, correct?
22      A   On this proposal I was working with
23 ceiling, and that was probably not the precise terms
24 I should have used.
25      Q   Now, you note towards the end of that
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1 paragraph that you're likely to see another 70
2 million year in the future, if you do that, right?
3 Correct?
4      A   Those are the estimates for how I thought
5 the three-year rolling average would play out.
6      Q   And the most you've ever collected from
7 water historically is 32 million at that point,
8 correct?
9      A   That's what I thought at the time of this

10 e-mail.
11      Q   Go to the last paragraph and read the last
12 sentence, please.  And we'll highlight that for you.
13 Let's highlight the last sentence.
14          You say:  "There's no way to maintain the
15 three-year rolling average while pushing costs into
16 2016 without intentionally modifying estimates of
17 2015 water deliveries, and we aren't ready to go
18 there yet."
19          You said that, correct?
20      A   Correct.
21      Q   Now, let's be key.  In your first paragraph
22 you've talked about modifying water deliveries for
23 fiscal year 2014, right, that's what the second
24 paragraph talks about?
25      A   I don't believe I proposed to modify water
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1 deliveries in 2014.
2      Q   You did not, okay.  So you were talking in
3 this third paragraph about intentionally modifying
4 estimates for 2015, or potentially, but you weren't
5 ready to go there yet?
6      A   Correct.
7      Q   Did there come a time when you did propose
8 intentionally modifying the water delivery estimates
9 for FY 2015?

10      A   Yes, there were.  I'm not sure if I
11 proposed it for 2015 or just for 2016.  I have to
12 look at the table.
13      Q   The table would help refresh your memory?
14      A   I'm guessing you're going to my proposal so
15 that would be where I would look at the numbers and
16 the years.
17      Q   Let's go to Plaintiffs' Exhibit 315.
18          Now, this begins as an e-mail from you to
19 Ms. Bryant of May 13, 2014.  Agreed?
20      A   Correct.
21      Q   That's an e-mail chain.  Let's go to
22 page two and begin with your e-mail.  This is at PTX
23 315/2, at May 12, 2014, at 5:11 p.m., and it's to
24 Brenda.  Is that Brenda Bryant?
25      A   Yes, it is.
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1      Q   You say:  "Attached is my proposal for
2 discussion tomorrow.  I'm not sure if this will work
3 for you, but it's the best I can figure out that
4 doesn't hand power a clear mandate for making their
5 own legislation."
6          And tell us what did you mean by that
7 statement.
8      A   I meant that there are years when power
9 pays a lot and there are years when power does not

10 pay very much.  And so when power comes and provides
11 their case, they cherry pick the years where power
12 is expensive and they neglect the years where power
13 is not as expensive.  And so in trying to stabilize
14 the fund, we would have fewer years where we exceed
15 market cost and it would be more reflective of a
16 more long-term average value of power.
17      Q   And you were concerned that the mid-year
18 adjustment letter and the amount of $45 million
19 would provide power with a tool to advance their
20 legislative agenda?
21      A   I was concerned it would provide a year
22 with very high power costs compared to the market
23 that was not representative of the long-term
24 marketability.
25      Q   Well, you refer to it, "a clear mandate."
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1 That's the language you use, yes?
2      A   That is the language that I used.
3      Q   For making their own legislation, correct?
4      A   Correct.
5      Q   You say in the next line:  "I need to check
6 with Gail one last time to make sure I'm doing the
7 three-year rolling average correctly."
8          Do you see where I'm referring to?
9      A   Yes, I do.

10      Q   So it's fair to assume you were still
11 working with Ms. Trujillo-Bixby at that point?
12      A   Yes, I was.
13      Q   And then in the last paragraph you call
14 2014 the year that never was.  What does that mean?
15      A   I don't remember.  It was a very tough
16 year.
17      Q   Let's go to the e-mail just above there
18 back on the first page.  At the very bottom of that
19 page.  Again, this is Plaintiffs' Exhibit 35, the
20 first page, an e-mail of May 13, 2014, at 1:56 p.m.,
21 from Brenda Bryant.  It says:  "Hi David."  It's
22 fair to assume that's to you, yes?
23      A   Yes.
24      Q   And Ms. Bryant reports:  "I spoke with
25 Gail, and she is uncomfortable with the proposed
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1 letter because of the accuracy of rate estimation
2 that we discussed."
3          That Gail is Gail Trujillo-Bixby?
4      A   Yes, it is.
5      Q   And why was she uncomfortable with the
6 proposed letter because of the accuracy of the rate
7 estimation?
8          MR. OLIVER:  Objection.  Lack of
9 foundation.  Calls for speculation.

10          THE COURT:  Sustained.
11 BY MR. RALSTON:
12      Q   Did Ms. Bryant share with you at any point
13 Ms. Trujillo-Bixby's concern?
14      A   I don't recall.
15      Q   Do you know what the accuracy of rate
16 estimation referred to?
17      A   I would have to speculate.
18      Q   You needn't do that.
19          Let's go to the e-mail at the top.  This is
20 the one from you to Ms. Bryant.
21          In the second paragraph you say:  "I do not
22 think it would be responsible for us to bill power
23 45 million.  I do not think it would be responsible
24 to bill power over 40 million next year.  Therefore,
25 I think we need to go with an alternative that uses

398

1 the flexibility we have in estimating water
2 payments."
3          Why was it not responsible to bill power
4 for 45 million?
5      A   Because we found we had the flexibility to
6 spread those payments out over multiple years.
7      Q   Now, let's make sure we are in agreement on
8 the 45 million number.  That's the 45 million from
9 the mid-year adjustment letter, right?

10      A   Correct.
11      Q   JX 30 we looked at, April 29, 2014, right?
12      A   Correct.
13      Q   So you're saying in effect you didn't think
14 it would be responsible to bill power for the amount
15 that was in the mid-year adjustment letter, right?
16      A   Given our flexibility in spreading it out,
17 I did not believe 45 million was what we should have
18 been doing.
19      Q   If that was the number, as you testified
20 earlier, that's necessary to meet the number that
21 Washington provides you, right?
22      A   Yes, that would have been.
23      Q   So the mid-year adjustment number was not a
24 responsible way to meet the number that Washington
25 had given you, correct?
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1      A   I believe there were alternatives that were
2 better for power.
3      Q   We'll get to those.  Let's first talk about
4 you're saying here that it was not responsible to
5 get the 45 million that the mid-year adjustment
6 letter said was necessary to meet the number that
7 Washington had given you?
8      A   When we had alternatives.
9      Q   Answer my question.

10      A   I said it was not responsible.
11      Q   And you said it wouldn't be responsible to
12 do 40 million the next year, correct?
13      A   Correct.
14      Q   Then you talk about alternatives, and then
15 the next paragraph you talk about stepping back, big
16 picture.  And then you say:
17          "If it comes down to a choice between
18 following an estimation procedure and undermining
19 the viability of project power versus doing
20 something that makes the project work but requires
21 exercising creativity in the flexibility left to us
22 under the law, I would suggest we make the project
23 work."
24          So let's look at that choice.  The
25 estimation procedure you're referring to there is
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1 the one that resulted in the mid-year adjustment,
2 correct?
3      A   Correct.
4      Q   And you were concerned that that mid-year
5 adjustment estimation procedure would result in,
6 quote, "undermining the viability of project power,"
7 right?
8      A   Correct.
9      Q   And so the alternative that you saw that

10 would make the project work required exercising
11 creativity in the flexibility.  That's what you
12 said.
13          Then you say:  "I realize this is not an
14 easy year.  Departing from business as usual is
15 tough."
16          What was the departure from business as
17 usual to which you were referring?
18      A   We would have had to change our agreement
19 with Western in how we distribute -- in how we
20 estimate power's required payment in any given year.
21      Q   Meaning changing the water estimates?
22      A   Well, we would have had to change the water
23 estimates and potentially the mid-year adjustment
24 letter -- or, sorry, the 1995 agreement that set up
25 the mid-year adjustment as a way of allocating
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1 funding of power.
2      Q   Now, another alternative that would have
3 made the project work would have been the
4 proportionality limitation in 3407(d)(2)(a) in which
5 power's M&R payments would have been to the greatest
6 degree practicable proportionate with their
7 repayment allocation, correct?
8      A   No, that would not have met the Fish and
9 Wildlife requirements under the CVPIA or Endangered

10 Species Act, so that would not have been a viable
11 way of making the project work.
12      Q   Ah, I see.  So that's why it wouldn't be
13 because of those other concerns?
14      A   And it would have been in the government's
15 view illegal.
16      Q   But let's turn to the issue of if you had
17 done that, gone to proportionality, you would not
18 have had to deal with this choice talked about here,
19 would you?
20      A   I'd have to speculate on what it would look
21 like because there may have been other -- depending
22 on how far back you go, other factors in how we
23 would have needed to meet those requirements that
24 could have provided additional or even more costs
25 upon power customers, and also been not viable for
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1 project power.
2      Q   So the tension that you saw that you were
3 analyzing here with project work is your programs,
4 the programs that you and Fish and Wildlife manage
5 under CVPIA.  Is that what you meant by project
6 work?
7      A   It would be all of the project purposes so
8 it would have been -- and here I would have been
9 specifically looking at do we have the ability to

10 spread costs over more years under the law as a more
11 palatable way for project power and to benefit
12 project power while still achieving the 30 million
13 on a three-year rolling average basis.
14      Q   And the tension you saw between that and
15 the proportionality limitation is had the
16 proportionality limitation been followed, you
17 wouldn't have been able to make the project work?
18      A   I did not look at the proportionality
19 provision in this e-mail.
20      Q   My question, though, is:  Had you, that
21 would have also taken care of these issues, but in
22 your view not make the project work, right?
23      A   I would have to speculate.  We would have
24 been litigated by our environmental interest in fish
25 and community and potentially power customers -- or,
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1 sorry -- potentially water customers, so that's a
2 pretty speculative scenario.
3      Q   So back to business as usual.  By business
4 as usual, you were referring to using the estimates
5 that were used for the mid-year adjustments?
6      A   I was referring to the processes we had
7 been working through on how we estimate water
8 deliveries and making the mid-year adjustment.
9      Q   All right.  Let's go to Plaintiffs'

10 Exhibit 317.  This is an e-mail from you to
11 Ms. Reiger of May 13th, 2014, at 12:08 a.m.
12          Do you see what I'm referring to?
13      A   I see the date and time.
14      Q   All right.  And then let's go to PTX 317/2.
15 I just want to link up that that's the same e-mail
16 that we just looked at at PTX 314.
17      A   Correct.
18      Q   Right?  Okay.
19          So you say, going back to PTX 317/1, that:
20 "This is my proposal for management tomorrow."
21          Now, the proposal for management tomorrow,
22 let's go to PTX 317/4, is a chart.  Take a moment,
23 if you would review that chart.
24      A   Okay.
25      Q   And is that chart what you were referring
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1 to as your proposal for management in the e-mail?
2      A   Yes, it is.
3      Q   Back to 317/1.  You continue to say:  "I
4 suspect finance will want the water deliveries to
5 represent an actual estimate rather than a fudge
6 factor to stabilize collections."
7          Finance is whom?
8      A   It would have been our finance division.
9      Q   And you were concerned that they would want

10 the water deliveries to represent, your term, an
11 actual estimate, right?
12      A   Correct.
13      Q   An actual estimate means the most current
14 estimate?
15      A   Probably not the most current.  They would
16 want it to be the -- a reasonable estimate of what
17 water receipts would be that is likely to occur in
18 reality.
19      Q   In reality.  As of May 13, 2014?
20      A   This is a proposal for the future so dating
21 it to May is not relevant.
22      Q   I see.  So, as a general matter, finance
23 would prefer actual estimates?
24      A   Correct.
25      Q   Versus, your term, fudge factors?
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1      A   That was a poor term.
2      Q   Your term is fudge factor, right?
3      A   The term in the e-mail is fudge factor.
4      Q   And the fudge factor referred to your chart
5 at 317/4, didn't it?
6      A   Correct.  I referred to it as a water
7 adjustment on that chart.
8      Q   Let's turn to the fudge factor chart at
9 317/4.  Now, on the left-hand side we have the

10 fiscal years, correct?
11      A   Correct.
12      Q   At the top you have the various columns
13 described, and the one four over is called "Water
14 Adjustment."  Now, that's your fudge factor column,
15 right?
16      A   That's how I would modify the water
17 deliveries.
18      Q   And then you have a series of numbers.  The
19 first is 12, 10, 0, negative 9 and 0, correct?
20      A   Correct.
21      Q   Now, let's go over three more columns to
22 where it has comments, and let's walk through those.
23 First you say for 2013:  "To start off assume we got
24 what we estimated."
25          So, in other words, we'll use the real

406

1 numbers?
2      A   The actuals.
3      Q   Actuals.  It's a better term than numbers.
4 We'll call them actuals going forward.
5          For 2014:  "We stay with the January letter
6 that estimated more water than will be delivered."
7 Meaning we'll go back to the January letter you
8 talked about, right?
9      A   Correct.

10      Q   And your acknowledging that that letter
11 estimated more water than you know at that point
12 will be delivered, right?
13      A   That was what we knew in January.  That was
14 our best estimate in January.
15      Q   I'm talking about May 13, 2014.
16      A   Correct.
17      Q   All right.  So the January letter estimated
18 more water than you knew, as of May 13, 2014, was
19 going to be delivered within the fiscal year, right?
20      A   Correct.  More receipts, not necessarily
21 water.
22      Q   Receipts, that's right, correct.
23          FY 2015, the error in 2014 results in a
24 high collection ceiling for 2015 and potentially
25 another high power payment.
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1          Are you referring to that 70 million
2 number, roughly, we talked about earlier was your
3 concern?
4      A   I don't see the -- yes, $70 million.
5      Q   The 69 million on the left-hand column was
6 your concern.  And so because, as you previously
7 testified, that was going to be an unreasonable
8 amount, too, you had to do another water adjustment
9 to bring that number down, too, right?

10      A   That was the proposal.
11      Q   And so again in '15 we estimate more water
12 than will be delivered, aka water adjustment, right?
13      A   Correct.
14      Q   That's the water adjustment column that you
15 have there, four over.
16          Now, let's jump to 2017:  "With a low
17 collection year, we under estimate water deliveries
18 so that power ends up paying more than we recover
19 the error from 2015."
20          So in 2017 you were going to underestimate
21 water deliveries that year, right?
22      A   Correct.
23      Q   Which would have the result of
24 overestimating power payments?
25      A   Correct.

408

1      Q   Did Ms. Bryant give you a response to your
2 fudge factor proposal?
3          MR. OLIVER:  Objection.  Argumentative.
4          THE COURT:  Overruled.
5          THE WITNESS:  I did not title this fudge
6 factor proposal, so I don't know where -- how --
7 what level this made it to, but this was not
8 implemented.
9 BY MR. RALSTON:

10      Q   We'll turn to that in a moment.
11          You say that this wasn't a fudge factor.
12 What would be an appropriate description of what you
13 proposed to do with the water estimates?  Outdated
14 estimates?
15      A   Stabilizing the three-year rolling average.
16      Q   I'm talking about the estimates.
17      A   That would be our three-year rolling
18 average stabilization.
19      Q   The estimates you were proposing.
20          Let's go back to your chart at 317/4,
21 column titled "Water Adjustment," which, as you say
22 in the comment line, is where you estimate more
23 water than will be delivered, and the 12 essentially
24 is the water estimate that is going to be
25 overstated, right?

409

1      A   Correct.
2      Q   An estimate that is intentionally
3 overstated, right?
4      A   Correct.
5      Q   An estimate that's biased, right?
6      A   Correct.
7      Q   An estimate that at that point was
8 outdated?
9      A   Incorrect.

10      Q   How so?
11      A   These would be for the purposes of
12 stabilizing the three-year rolling average so they
13 would not have a specific date attached to them.
14      Q   I see.  So the use of a biased or
15 intentionally overstated estimate was okay as long
16 as you're using it for future projections?
17          MR. OLIVER:  Objection.  Argumentative.
18          THE COURT:  Overruled.
19          THE WITNESS:  So that had nothing to do
20 with whether we're using it for future estimates or
21 not.  It had to do with whether there would be an
22 interest in stabilizing the three-year rolling
23 average.
24 BY MR. RALSTON:
25      Q   Which was your interest, right?

410

1      A   At the time I understood it to also be
2 power's interest.  For me, I was interested to the
3 extent that it would help make better conditions for
4 power.
5      Q   Well, power wanted you to follow a
6 proportionality limitation, didn't they, Doctor?
7      A   That was one of the comments that power had
8 on the restoration fund.
9      Q   And you never followed that, did you?

10          MR. OLIVER:  Objection.  Argumentative.
11          THE COURT:  Overruled.
12          THE WITNESS:  We believed we implemented
13 proportionality to the greatest degree practicable.
14 BY MR. RALSTON:
15      Q   Did you ever follow the proportionality
16 limitation that power asked you to follow?
17          MR. OLIVER:  Objection.  Argumentative.
18 Calls for a legal conclusion.
19          THE COURT:  Overruled.
20          THE WITNESS:  We believe we implemented
21 proportionality to the greatest degree practicable.
22 BY MR. RALSTON:
23      Q   Sir, I asked you did you ever follow the
24 proportionality limitation that CVP power asked you
25 to follow?
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1          MR. OLIVER:  Asked and answered.
2          THE COURT:  Overruled.
3          THE WITNESS:  We did not follow power's
4 interpretation of that provision of the CVPIA.
5 BY MR. RALSTON:
6 BY MR. RALSTON:
7      Q   Thank you.
8          Let me turn briefly to your chart.  The
9 $12 million overstatement in your water adjustment

10 for 2014 would mean that you would have a shortfall
11 from power collections in 2014, correct?
12      A   Correct.
13      Q   And the result would be is you would be
14 short of the 53 million that was the piece for that
15 year the $90 million requirement, correct?
16      A   Correct.
17      Q   So you were intentionally proposing not to
18 get to that piece of the $90 million requirement,
19 correct?
20      A   Not in that particular year.
21      Q   Let's turn just briefly to 317, first page.
22 The "Re" line talks about a draft that has an Excel
23 spreadsheet number in the upper right-hand corner,
24 20140512.xlsx.  Do you see where I'm reading?  First
25 page.

412

1          Does that number, the 20140512.xlsx, refer
2 to your chart?  Is that the Excel spreadsheet?
3      A   I believe it does.
4      Q   Plaintiffs' Exhibit 318.  I just want to
5 confirm that this is the same copy of the e-mail we
6 just read that was part of the group e-mail a moment
7 ago, correct?
8      A   Which e-mail a moment ago?
9      Q   We went through Plaintiffs' Exhibit 318

10 that had the chart, and 319 provides that -- where
11 you say:  "Attached is my proposal."  I'm sorry.
12 315.  Second page.
13      A   Yes, that's the same e-mail chain.
14      Q   Let's turn then to Plaintiffs' Exhibit 319.
15 And this is an e-mail from you to Regina Reiger of
16 May 13, 2014, at 4:35 p.m.  Agreed?
17      A   I agree.
18      Q   Take a moment to read through that.
19      A   Okay.
20      Q   Now, your e-mail comes in response to an
21 e-mail from Ms. Reiger just below that where she
22 talks about how you might consider moving the
23 shortfall into 2016.  It's right beneath there, the
24 e-mail of 8:45 a.m. also May 13th.
25          Right?

413

1      A   Correct.
2      Q   And your response is in your e-mail, second
3 sentence: - first sentence says:  I think that's
4 what I'm trying to do, meaning what she's talking to
5 you about, but I'm just doing it with receipts
6 controlled by the MP Region via how we estimate
7 water deliveries.
8          You see where I'm referring to?
9      A   Yes, I do.

10      Q   Versus the ceiling controlled by the D.C.
11 Budget Office via mysterious arcana.
12          Correct?
13      A   Correct.
14      Q   So your proposal was to try to accomplish
15 this moving of the shortfall into 2016 by doing it
16 through water delivery estimates, right?
17      A   Correct.
18      Q   Rather than going to Washington and having
19 the $53 million ceiling number changed, right?
20      A   Correct.  We did not believe we could get
21 that ceiling changed.
22      Q   And then you explain what would happen with
23 the receipts in '14, '15 and '16, and let's just run
24 through that briefly.
25          In 2014 you would get $41, presumably 41

414

1 million, right?
2      A   Correct.
3      Q   Rather than the 53 million we talked about
4 in the mid-year adjustment letter and other letters,
5 right?
6      A   Correct.
7      Q   Program fails to collect the 12 million,
8 which is the 12 million referred to in your chart?
9      A   Correct.

10      Q   And 2015 will fail to collect 10 million,
11 right?
12      A   Correct.
13      Q   And then in 2016, it will be approximately
14 a $2 million difference, but indexing will fix that.
15          Plaintiffs' Exhibit 322.  Take a moment to
16 review that.
17      A   Okay.
18      Q   Now, this is an e-mail -- I'm sorry --
19 memorandum to the assistant regional director.  And
20 who was the assistant regional director at that
21 time?
22      A   That would have been Brenda Bryant.
23      Q   The Brenda Bryant who was on the e-mail
24 chains we just reviewed in these last couple of
25 e-mails, right?
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1      A   Correct.
2      Q   And the regional director at that time was
3 Mr. Murillo, right?
4      A   Yes.
5      Q   So Ms. Bryant worked, is it fair to say,
6 directly for Mr. Murillo?
7      A   I believe she was Mr. Murillo's direct
8 report.
9      Q   Going down to the first paragraph, you say:

10          "Modifying the determination of water
11 collections when assessing mitigation payments would
12 reduce the high charges to power during drought and
13 stabilize long-term collections."
14          Now, you give the background in the next
15 section.  You note that the CVPIA requires, in the
16 first paragraph, collections of 53 million in 2014
17 for the restoration fund.
18          Do you see what I'm referring to?
19      A   Yes, I do.
20      Q   So you say there the CVPIA requires that
21 collection, don't you?
22      A   Yes, I do.
23      Q   And that's how you understood it, didn't
24 you, that it requires that collection?
25      A   Yes, I did.

416

1      Q   And that has been essentially the position
2 of Reclamation, that it requires that collection?
3      A   Yes, it has been.
4      Q   Now, CVP power said it didn't require that
5 collection, but that was CVP power, right?
6      A   That was CVP power's perspective.
7      Q   And you note that the mid-year adjustment
8 resulted in collections from water of less than 8
9 million and now would require a power payment of 45

10 million.
11          And then you discuss in the next paragraph
12 about CVP power exceeding the cost to acquire the
13 same amount of power in the market in 2009 and 2012
14 and again in '14.
15          Do you see where I'm referring to?
16      A   We anticipated it would exceed it again in
17 2014.
18      Q   And this is the matter we discussed back at
19 Exhibit 421, the chart that you had brought to the
20 deposition that showed that issue, isn't it?
21      A   Correct, but this did not account for
22 peaking operations.
23      Q   I see.  But this overall issue is one that
24 was of concern to you and Reclamation, correct?
25      A   It was a concern to Reclamation.

417

1      Q   Was it not also a concern to you?
2      A   I was assigned the task of figuring out if
3 there was a way to address those.  I was assigned
4 that concern.
5      Q   Now, if you'll go down to the part entitled
6 "Discussion."  You talk about, in the first
7 paragraph, about how the administrators for the
8 service and Reclamation prepare to reduce funding to
9 41 million and can accommodate a $12 million

10 shortfall.
11          The CVPIA administrators for Reclamation
12 was you, right?
13      A   There's only one, and that was me at the
14 time.
15      Q   So you're saying you're prepared to reduce
16 your programs to that and accommodate this
17 $12 million shortfall, correct?
18      A   That line also includes the U.S. Fish and
19 Wildlife Service.
20      Q   And so had you talked to them about this
21 water adjustment issue as well?
22      A   I had not talked to them about water
23 adjustments.
24      Q   You had not.  You had not shared that with
25 them?

418

1      A   No, I had not, not to my knowledge.
2      Q   Then you talk about the solicitor, and you
3 go through your analysis of the $12 million
4 shortfall.
5          And then at PTX 322/3, there's a chart.
6 Let's blow this chart up a bit.
7          Do you recognize this chart?
8      A   Yes, I do.
9      Q   And is this a more I'll call it mature

10 version of the chart we looked at a few moments ago?
11      A   It appears to be.
12      Q   And was this chart attached to your
13 information briefing memorandum to Ms. Bryant?
14      A   It appears to have been.
15      Q   Did you then meet with Ms. Bryant
16 concerning this chart and this proposal?
17      A   I'm not actually sure whether we sat down
18 and met.  I think we may have, but I'm not -- I
19 don't remember that meeting occurring.
20      Q   Was -- whatever recollection you have, was
21 anyone at that meeting?
22      A   I don't know how I would answer that.
23      Q   Did you discuss this proposal subsequently
24 with Mr. Murillo?
25      A   I don't recall ever discussing it with
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1 Mr. Murillo.
2      Q   Let's go back to PTX 322/2.  And in the
3 second paragraph you talk about how a $45 million
4 annual assessment to power is not a reasonable way
5 to administer the CVP.
6          Again, repeating what you had written
7 earlier, correct?
8      A   Correct.
9      Q   And the same as to back-to-back $34 million

10 power assessments are not a reasonable way to
11 administer the CVP, correct?
12      A   Correct.
13      Q   As we talked about the $45 million was the
14 number that, per your letter from Washington, you
15 had to get that year, correct?
16      A   That was the ceiling.
17      Q   And that number was not a reasonable way to
18 administer the CVP, correct?
19      A   When combined with our current practices
20 for the mid-year adjustment, the overages and
21 shortfalls, I thought there was a more reasonable
22 way.
23      Q   Now, right above there you say in the first
24 paragraph:  "Reclamation influences the distribution
25 of payments from year to year through the estimate

420

1 of water deliveries in determining power payments."
2          What did you mean by that?
3      A   That means every year we make an estimate
4 of what we think the water deliveries would or
5 wouldn't be, and every year the reality, the actual
6 water deliveries are different than those estimates,
7 so the method we use to make those estimates can
8 change what the difference is between actual and the
9 estimates, when we get to reconciling it and we know

10 what actually occurred.
11      Q   So, in other words, you can, by changing
12 the estimates of water deliveries, influence power
13 payments?
14      A   Not overall, but we can change power
15 payments from one year to another.  So we can spread
16 them a little differently, but they collect the same
17 amount in aggregate.
18      Q   You say in the next -- the very last
19 sentence:  "The difference between receipts and the
20 collection ceiling becomes part of the three-year
21 rolling average in subsequent years and changes the
22 ceiling in future years."
23          Right?
24      A   Correct.
25      Q   That's what you're referring to?

421

1      A   Correct.
2      Q   So you can use these fudging of the
3 estimates of water deliveries to move the receipts
4 into a later year and change the later year results?
5      A   I would take issue with the fudging, but
6 how we do water deliveries changes what revenue we
7 get from power customers, and that changes the
8 actual receipts that results in a different number
9 in later years.

10      Q   But as to the current year, you were going
11 to be $12 million short, right?
12      A   Correct.
13      Q   There's nothing that would change that?
14      A   The 12 million shortage in the current
15 year?
16      Q   Yes.
17      A   We could change that through our mid-year
18 adjustment letter.
19      Q   Yeah, but if you were 12 million short, as
20 you proposed to become, in FY 2014, that was fixed,
21 over, done, for 2014?
22      A   Right.  We would have to adjust to -- when
23 we received those revenues in the future year, those
24 expenditures would occur in a future year rather
25 than in 2014.

422

1      Q   The receipts were $12 million short and
2 that in 2014 would be permanent, wouldn't it?
3      A   It's not permanent.  We get those receipts
4 in a subsequent year.
5      Q   But you'd never get them again in FY 2014,
6 would you?
7      A   I don't see how.  No.
8      Q   Let's go to "Recommendation."  First
9 paragraph you state:

10          "Reclamation should rescind the April
11 mid-year adjustment and collect according to the
12 January estimate."
13          So your proposal has now become a
14 recommendation to the assistant regional director,
15 correct?
16      A   Correct.
17      Q   And ultimately your recommendation was
18 adopted, wasn't it?
19      A   Only the rescinding, and I don't know if it
20 was my recommendation.
21      Q   You next say:  "Reclamation should modify
22 the procedures for estimating water deliveries as
23 shown in Attachment 1 to bias estimates of water
24 deliveries upward in 2015, and bias estimates of
25 water deliveries downward in a subsequent year, to
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1 reduce payments during the drought and even out
2 payments over time."
3          Do you see what I'm referring to?
4      A   Yes, I do.
5      Q   So you like the term "bias estimates"
6 better, hmm?
7      A   I don't like that term.  I like the water
8 adjustments over the three-year stabilization.
9      Q   They all mean the same, don't they?

10      A   I'm not a legal expert.
11      Q   We're not asking you to be a legal expert
12 at all, sir.  We're asking you what you meant?
13      A   I meant change how we estimate water
14 deliveries in order to stabilize the three-year
15 rolling average.
16      Q   The water adjustments were biasing the
17 estimates, weren't they?
18      A   Yes, they were.
19      Q   They were using data that was not then
20 current, weren't they?
21      A   It would have been the current data for how
22 to stabilize a three-year rolling average.
23      Q   They were not the current data from
24 January of 2014, were they?
25      A   It would have relied upon the current

424

1 hydrologic estimates in order to know how much we
2 would need to bias up or down.
3      Q   The data was not current in April of 2014,
4 was it, sir?
5      A   Are you still referring to the bias
6 estimate?
7      Q   Yes.
8      A   Then it would have had to use the current
9 data.

10      Q   It was not the current data, was it?
11      A   It would have had to use the current data.
12      Q   The bias estimates were not current data,
13 were they?
14      A   The bias estimates would have had to use
15 the current data.
16      Q   How so?
17      A   I wouldn't know what bias to use if I
18 wasn't using the current data.
19      Q   So that's why you proposed to go back to
20 the January letter, isn't it?
21      A   That's different than the bias estimate
22 proposal.
23      Q   It's different.  Doesn't it say -- let's go
24 right to it.
25          I see.  Your point is going back to the

425

1 January letter was not using biased water delivery
2 estimates?
3      A   Correct.
4      Q   It's only in the future you're going to use
5 the biased ones?
6      A   The future -- well, we never implemented
7 those.  It was not found to be appropriate.
8      Q   We'll get to that in a moment.
9          So you're saying that going back to the

10 January letter did not result in implementation of
11 your proposal?
12      A   Which part of the proposal?
13      Q   Going back to the January estimate.
14      A   We did go back to the January estimate.
15      Q   You did.  As you recommended, right?
16      A   Correct.
17      Q   Let's go to your chart, Attachment 1.  And,
18 again, let's start at the top by going through the
19 descriptions of the columns.  At the top in the
20 column four over we have "Water Delivery Adjustment
21 Inflated."  And next we have "Water Delivery
22 Adjustment Deflated."
23          So your water delivery adjustment is your
24 biassing of the water estimates, correct?
25      A   Correct.

426

1      Q   And the result is in FY 2014 a $12 million
2 impact in current dollars, and in FY 2015 a
3 $10 million adjustment, correct?
4      A   Correct.
5      Q   And the next column over shows the 1992
6 dollars, right?
7      A   Correct.
8      Q   And then the seventh column over:
9 "Simulated Receipts Cumulative Deflated."  And that

10 shows where you stand.
11          Let's go down to 2015 and the $84,124,000,
12 highlight that.  And that represents a $5,800,000
13 shortage from the $90 million ceiling, doesn't it?
14      A   Correct.
15      Q   And that number is shown in column five,
16 the "Water Delivery Adjustment Deflated," that
17 5.876 million.
18          And so the result of your proposal for FY
19 2013, '14 and '15 is that, if it were adopted in
20 2015 using 1992 dollars, you would be short of the
21 "$90 million requirement," quote, unquote, by
22 $5.8 million, correct?
23      A   I don't believe so.
24      Q   Why not?
25      A   I believe there would have been a shortfall
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1 letter.
2      Q   Putting that aside, I'm looking at your
3 proposal here.  Your proposal indicated that there
4 would be a $5.8 million difference, right?
5      A   For the purpose of estimating the 2015,
6 there would have been a $5 million difference.
7 However, we would have received additional funding
8 as a result of the shortfall that would have made up
9 the difference.

10      Q   You can go to your footnotes at the bottom,
11 if it you like.  Is that discussed in any part of
12 the chart?
13      A   No.  This chart was focused on the
14 collections for that year.
15      Q   Thank you.
16          Let's go to your comment side.  And your
17 comments largely reflect your prior chart, but let's
18 look at 2014.
19          "We stay with the January letter that
20 estimated more water than will be delivered."
21          And that was what your proposal was,
22 correct?
23      A   Correct.
24      Q   But as you just testified, you don't
25 consider that to be biassing the data?

428

1      A   I do not.
2      Q   Even though you're going to use the letter
3 that you acknowledged was estimating more water than
4 will be delivered, right?
5      A   We would not be updating.
6      Q   So let's understand.  How would you
7 describe that, the use of water estimates that are
8 more than will be delivered?
9      A   So we could -- if we wanted to be as

10 precise as possible in our estimates of water
11 delivery, we could update all the way up through
12 September.  And at a certain point we decide that
13 for the purposes of administering the program and
14 collections, our estimates are good enough, and so
15 stopping our process of updating estimates in
16 January versus stopping our estimates updating in
17 April changes how many times -- how close we get to
18 the actual numbers and how many times we adjust the
19 allocation to power.
20      Q   Let me pose my question again.
21          You proposed staying with the January
22 letter that estimated more water than will be
23 delivered.  So you were saying there that you'd go
24 with the letter that was going to be based on water
25 deliveries more than you knew in May of 2014 would

429

1 be delivered, correct?
2      A   Correct.
3      Q   How would you describe what that
4 represented, the use of overstated data?
5      A   I don't see that as any different than
6 stopping our estimates in April as opposed to
7 issuing another update in May or another update in
8 June, July, et cetera.
9      Q   Let's turn to your biassing of the future

10 water estimates that you proposed for 2015, right?
11 And 2017 in your chart, right?
12      A   Okay.
13      Q   You agree with me?  I want to make sure I'm
14 using your terms right.  The biassing of water
15 estimates?
16      A   I refer to it as a water delivery
17 adjustment.
18      Q   Water deliver adjustment.  You're proposing
19 that in 2015 and 2017, right?
20      A   Correct.
21      Q   Now, you're a hydrologist?
22      A   No, I'm not.
23      Q   You studied water in college and in your
24 graduate degrees or not?
25      A   I did.

430

1      Q   You did.  You studied the management of
2 water during that time, didn't you?
3      A   I primarily studied the physics and
4 engineering aspects.
5      Q   Physics and engineering aspects of the
6 management of water?
7      A   Physics and management of rivers.
8      Q   Of rivers, all right.  Physics and
9 management of rivers.

10          Well, when you were studying on your
11 physics and management of rivers, was biassing of
12 water data one of the disciplines?
13      A   It was not.
14      Q   Was the biassing of water data part of
15 becoming a professional engineer?
16      A   This proposal was not part of my formal
17 education.
18      Q   Do you use biasing of water data in other
19 aspects of your job?
20      A   Yes, we do.
21      Q   You do.  And what are those?
22      A   For example, when we project the level of
23 flood conservation space required, when we project
24 the stresses on facilities, we frequently choose
25 estimates that are more conservative or less
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1 conservative depending on what side we want to error
2 on.
3      Q   So biassing of water estimates is a routine
4 part of what you do?
5      A   It is not a routine part of what I do.
6      Q   When do you use biased water estimates?
7      A   We would -- if we're estimating what level
8 of flood protection, this is not part of my routine
9 job, but we would use estimates that are -- there's

10 uncertainty in quite a bit of our actions and so we
11 have to pick what -- you know, we're going to be
12 wrong and we won't get things exactly, so we pick
13 what side we want to error upon.
14      Q   Did any of your testimony today rely upon
15 biased data?
16      A   Not that I'm aware of.
17          THE COURT:  Mr. Ralston, shall we take a
18 break?
19          MR. RALSTON:  Yes, Your Honor.
20          THE COURT:  We'll reconvene at 3:15.
21          (Recess taken from 2:59 to 3:15).
22          THE CLERK:  All rise.  The court is again
23 in session.
24          THE COURT:  Thank you.  You may be seated.
25 Go ahead.
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1 BY MR. RALSTON:
2      Q   Dr. Mooney, returning to Exhibit 322, page
3 1, in the third paragraph at the last sentence you
4 indicate that:
5          "Reclamation is working with power to
6 develop a long-term approach to collections as an
7 alternative to legislative remedies that may impose
8 more strict conditions."
9          Do you see where I'm referring to?

10      A   Yes, I do.
11      Q   Why were you concerned about legislative
12 remedies that might impose more strict conditions?
13      A   Because of the need to implement the
14 required Fish and Wildlife provisions of the CVPIA.
15      Q   Well, why wasn't the response:  This is
16 what the law requires; CVPIA requires the collection
17 of 45 million from power in 2014?
18      A   That would be poor customer service if we
19 thought there was flexibility.
20      Q   There would be flexibility.
21          But the law according to Reclamation
22 required the number.  Why wouldn't Congress just
23 respond do what the law says?
24          MR. OLIVER:  Objection.  Calls for
25 speculation.
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1          THE COURT:  Overruled.  I'll take his
2 answer.
3          THE WITNESS:  Power had made several
4 attempts to modify the CVPIA.  None had been
5 successful.
6 BY MR. RALSTON:
7      Q   When you were concerned that they might be
8 successful?
9      A   We thought that they might be successful.

10      Q   And you had a flexible remedy to be able to
11 avoid that outcome?
12      A   We thought the three-year rolling average
13 would be a -- if we could modify within the
14 three-year rolling average, we thought that could be
15 a better way to administer the restoration fund.
16      Q   Wasn't it rather odd for you to be putting
17 out different delivery estimates intentionally?
18      A   I don't believe so.
19      Q   Well, let's go to your transcript of your
20 deposition at page 249, lines 2 to 3.  Let's go back
21 to the prior page.  Start at the bottom of the page,
22 and then we'll go to 249:
23          "Why would you not be ready to go there yet
24 if you thought it was perfectly appropriate?"
25          And you answered:  "It would be odd for us
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1 to put out different delivery estimates
2 intentionally."
3          Right?
4      A   It would be a departure from our current
5 practices.
6      Q   Let's go back to the chart at 322/3.  And
7 for 2015, as we discussed, you envisioned a biassing
8 -- I'm sorry -- to use your term, water adjustment
9 of $10 million, correct?

10      A   Correct.
11      Q   How did you envision accomplishing that
12 water adjustment in FY 2015?
13      A   I hadn't had a mechanism yet, but when we
14 were -- my vision was that when we were putting out
15 that same letter that you had me walk through, the
16 estimates of water deliveries, the dollar amounts
17 would be greater.
18      Q   Well, it would have had to have been done
19 in the mid-year adjustment letter, right?
20      A   Not in 2015.
21      Q   How would you have gotten a $10 million
22 bias incorporated?
23      A   It would have been reflected in the initial
24 allocation as well as in the mid-year adjustment.
25      Q   So you would have used it in the initial
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1 allocation and the mid-year adjustment?
2      A   I'd have to speculate on exactly where we
3 would put it.
4      Q   You envisioned accomplishing it in one of
5 those steps in 2015?
6      A   Correct.
7      Q   So it could have been issued in the
8 mid-year adjustment and then rescinding it, as had
9 been done in 2014, for example, yes?

10      A   If we were going to intentionally use water
11 delivery to stabilize the three-year rolling
12 average, ideally, we would do that without the
13 rescinding step.
14      Q   So you would just not issue the mid-year
15 adjustment letter, for example?
16      A   Or we could -- that could be one example.
17      Q   And the numbers in your chart after the
18 mid-year adjustment -- I'm sorry -- after your water
19 adjustment would have resulted in charges to power
20 that you thought were reasonable for 2014 and 2015?
21      A   I thought it would have spread the cost and
22 been more reasonable.
23      Q   All right.  My last question on this chart
24 is footnote 3.  Does that accurately describe what
25 your water delivery adjustment would be doing?
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1      A   Yes, it does.
2      Q   We talked a moment ago before the break
3 about using the most current data available, and you
4 said that in your biassing approach you did want to
5 have the most current data.  Do you remember that
6 testimony?
7      A   Yes, I do.
8      Q   And by having the most current data,
9 meaning you wanted to know what the most current

10 data was so you could bias it the way you cared to
11 do so?
12      A   Correct.
13      Q   And, thus, the biassing would accomplish
14 what you wanted it to bias?
15      A   The bias would get us closer to a
16 stabilized payment within the three-year rolling
17 average.
18      Q   Let's go to Plaintiffs' Exhibit 324.  This
19 is an e-mail from you to Ms. Bryant of May 14, 2014,
20 at 6:00 p.m., and the title of the e-mail is:
21 "CVPIA 2014 Mid-Year Rescinding."  And it references
22 a letter as an attachment from Autumn Wolfe as
23 noted.
24          Why don't you take a moment and review that
25 document.

437

1      A   Just the e-mail or the attachment, too?
2      Q   Both, please.
3      A   Do you have the attachment?  Thank you.
4      Q   It's at --
5      A   It's there now.
6      Q   And then there's a fourth page or fifth
7 page to the document as well that they will scan for
8 you.
9      A   Okay.

10      Q   All right?  So let's first go over the
11 basics of the document.
12          You say:  Brenda, as we discussed
13 yesterday, attached is a draft letter to start as a
14 working point through a drought plan for power.
15          And the draft letter is the one at PTX
16 324/3?
17      A   I believe so.
18      Q   All right.  And at PTX 324/5 is another
19 copy of your chart?
20      A   Yes.
21      Q   And that chart was an attachment to the
22 letter, the draft letter to Ms. Anderson, right?
23      A   It looks like it was.
24      Q   So the letter and the chart were presented
25 to Ms. Bryant by virtue of this e-mail, correct?

438

1      A   Correct.
2      Q   And it says in paragraph two:  "I think
3 Gail is still checking to make sure I'm doing the
4 numbers right."
5          Gail, again, is Ms. Gail Trujillo-Bixby?
6      A   Yes.
7      Q   You say:  "Yesterday we weren't sure the
8 program would be made whole eventually."
9          Who are you referring to there as to the

10 "we"?
11      A   I'm not sure.  I know it would have
12 included Gail.
13      Q   It would have included Gail?
14      A   Yes.
15      Q   And if you'll go down to the next e-mail
16 which is the on of May 13, 2014, of 11:06 p.m.,
17 second paragraph.  Again, this is to Brenda.  I
18 assume Brenda Bryant, correct?
19      A   Correct.
20      Q   In the second paragraph you say:
21          "I know we have concerns about changing the
22 way we estimate water deliveries."
23          What were those concerns?
24      A   I believe the primary concern is that we
25 had been through a number of exercises with our
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1 power customers to come out with the current way
2 that we were estimating water deliveries, and so
3 then to now have to go through another series of
4 exercises to explain the new way would be a lot more
5 work.
6      Q   The fact that they might be perceived as
7 inaccurate estimates was not a concern to you?
8      A   I was concerned that we fully articulate
9 why we're doing this and that everybody understood

10 what those numbers meant.
11      Q   Then you say in the next sentence that:
12          While we should try to be consistent in our
13 administrative procedures, real world impacts should
14 outweigh those concerns.
15          So you were suggesting that sacrificing
16 administrative procedures was a necessary price to
17 pay to deal with real world impacts?
18      A   No.
19      Q   What were you saying?
20      A   I'm saying that we need to be open to
21 modifying our procedures where we see a need to do
22 something differently in order to get better
23 performance.
24      Q   And then in the next sentence -- next
25 paragraph you say:

440

1          "We will be in a better place to negotiate
2 a long-term way to address the concerns raised by
3 power if we make this adjustment.  I believe that
4 assessing the highest collections in history is
5 asking for a legislative solution that will be
6 harsher than the one we can work out in discussions.
7 A strict legislative remedy such as the one
8 currently proposed by power will result in greater
9 harm to the CVPIA than a delay in funding or even a

10 one-time reduction in collections."
11          That's what you said, correct?
12      A   Correct.
13      Q   So you were thinking that this proposal
14 would enhance your negotiation position?
15      A   This proposal would remove one of the
16 concerns or could minimize or reduce one of the
17 concerns that power has with the CVPIA collection.
18      Q   To quote you:  "We will be in a better
19 place to negotiate a long-term way to address the
20 concerns raised by power."  Correct?
21      A   Correct.
22      Q   So it would put you in a better place to
23 negotiate if you used this, correct?
24      A   Correct.  We would have removed one of
25 their concerns, and we would have shown ourselves to
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1 be responsive to their interests.
2      Q   And would avoid the profile of a
3 $45 million mid-year adjustment in the legislative
4 discussions, right?
5      A   Correct.
6      Q   You say in the next sentence -- or next
7 paragraph you are very nervous about your programs.
8          Why was that?
9      A   We were concerned about the payments to

10 power and what types of reductions might be imposed
11 to try to correct those concerns, and we wanted to
12 make sure that everything was done with all the
13 information at the fingertips, and that we would
14 still be able to fulfill our responsibilities under
15 the Act to implement those programs.
16      Q   And you were concerned that unless you did
17 this proposal those adverse results might occur?
18      A   I don't think it was -- this proposal was
19 the sole objective of it.  It was one piece in what
20 we hoped would be ongoing discussions with power and
21 the other CVPIA stakeholders, so it would have been
22 one concern.
23      Q   So your water adjustment proposal was a
24 piece in an effort to protect your programs?
25      A   It was not a -- in the end, it was not a

442

1 piece.  It was not found to be a viable way forward.
2 It was one of the many brainstorming exercises we
3 had to try to adjust -- to try to meet some of
4 power's concerns.
5      Q   You were proposing it as a piece, correct?
6      A   I proposed it as a piece.
7      Q   Now, you sent this to Ms. Bryant.  Did she
8 respond to you?
9      A   I don't recall.

10      Q   Well, this is May 14th.  The mid-year
11 adjustment occurs on May 20th of the same year,
12 2014, right?
13      A   Right.  She probably would have.  I don't
14 recall the specifics.  I'd have to look at e-mails.
15      Q   Do you recall discussing it with her?
16      A   This particular proposal?
17      Q   Uh-huh.
18      A   I don't know if I ever discussed it with
19 her anymore.  I was not extremely vested in this
20 proposal.
21      Q   Well, wait a minute.  You spent a lot of
22 time working on this.  What do you mean you weren't
23 invested in it?
24      A   I was told to come up with ways that we
25 might be able to reduce some of power's concerns.
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1 This was one of the proposals that we thought might
2 have been within the bounds of our discretion.
3      Q   And the mid-year adjustment letter was
4 rescinded, wasn't it?
5      A   Yes, it was.
6      Q   Just as you recommended, right?
7      A   I'm getting confused now as to when you're
8 talking about the recission of the letter versus
9 when you're talking about the water adjustment

10 factors.
11      Q   I'll be clear.  You made a proposal on
12 May 14th at 6:00 p.m. that you sent to Ms. Bryant,
13 right?
14      A   Correct.
15      Q   And it had with it a draft letter, if you
16 go to PTX 324/3, to Ms. Anderson, in which this
17 letter rescinds the April 29, 2014 letter from
18 Brenda Bryant, right?
19      A   Correct.
20      Q   So you were sending Ms. Bryant a letter,
21 draft letter, to rescind the mid-year adjustment,
22 right?
23      A   Correct.
24      Q   So you were vested in it, weren't you?
25      A   Was vested in rescinding -- I don't know

444

1 what you mean by vested.  Can you clarify?
2      Q   It was your word.  What do you mean by
3 vested?
4      A   What I mean by vested is whether or not I
5 believed this was the best way forward or necessary
6 versus whether it was just one more option for my
7 management to consider.
8      Q   I see.
9      A   So I believed that rescinding the mid-year

10 letter was one option.  That one I did believe was a
11 good step to take.
12          The water adjustment factors, I think that
13 we needed to do something to try to work with power.
14 I was not committed to changing the delivery numbers
15 in terms of being what I would consider vested.  So
16 it would be a very challenging proposal to
17 implement.
18      Q   Let's go to 320 -- one moment.  324/3.
19          326.  And this is a copy of the e-mail we
20 just went over to Ms. Bryant, correct?
21      A   Correct.
22      Q   And it was copied to Ms. Wolfe and Gail
23 Trujillo-Bixby, correct?
24      A   And Richard Woodley.
25      Q   Let go to 330.  This is an e-mail of

445

1 May 19, 2014 -- I'm sorry -- a memo to the regional
2 director.  Again, that's Mr. Murillo?
3          Yes?
4      A   Yes, that was Mr. Murillo.
5      Q   And go down to the third paragraph, it
6 says:  "Reclamation rescinded the mid-year -- 2014
7 mid-year adjustment that would have resulted in a
8 $45 million collection from power."
9          So you were advising Mr. Murillo of that

10 decision?  In fact, he had made that decision,
11 hadn't he?  Mr. Murillo approved the rescission of
12 the mid-year adjustment, didn't he?
13      A   It may be delegated.
14      Q   To whom?
15      A   I'm not sure exactly to whom.  I'd have to
16 speculate.
17      Q   To Brenda Bryant?
18      A   I believe it's delegated to the finance
19 manager, but I could be wrong.
20      Q   Which would be Autumn Wolfe?
21      A   On May 19th, I believe Autumn -- I'm not
22 sure who was the finance manager at that time.
23      Q   So whether Mr. Murillo did approve it, you
24 were telling him it had occurred on May 19th, right?
25      A   Correct.

446

1      Q   And did he respond to you on this?
2      A   I don't recall.
3      Q   You note in the next paragraph that:  "NCPA
4 is unlikely to participate in further discussions
5 with Reclamation staff without intervention by the
6 regional director."  And you lay out some options
7 for the regional director in that.
8          Why was Reclamation -- I'm sorry -- NCPA
9 unlikely to participate in further discussions with

10 you at that point?
11      A   I would have to speculate.
12      Q   What did you mean by that?
13      A   That NCPA had said they were disappointed
14 in past processes and they weren't interested in
15 another process, whereas they didn't see a clear
16 path to relief in their power payment.
17          That's not unusual for our water or power
18 customers to say that and then to also participate
19 in the processes.
20      Q   Let's go briefly to Joint Exhibit 31.
21      A   Is this in my folder, too?
22      Q   Yes, it would be in yours at the front.
23      A   I'm sorry, it sprung open.
24      Q   It's also in front of you on the screen.
25      A   I can fix it later.
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1      Q   It's also in front of you on the screen.
2          THE COURT:  His binder popped open.
3          MR. RALSTON:  So can we take a brief
4 recess, Your Honor, to correct it?
5          THE COURT:  Let's go ahead.  Maybe we'll be
6 able to muddle through.
7 BY MR. RALSTON:
8      Q   This is the letter of May 20th, 2014, the
9 rescission of the mid-year adjustment, correct?

10      A   Correct.
11      Q   And so let's go and compare it briefly to
12 your draft letter at 324, I believe.
13          The first paragraph is largely the same,
14 isn't it?
15      A   Without going word-for-word, it appears --
16 well, there's some shortfall language that's
17 different.
18      Q   All right.  And if you will go in your
19 letter, 324/3, second paragraph, next to the last
20 sentence it says:
21          "Reclamation and Western staff coordinated
22 on changes to accommodate the drought and will
23 return to historical practices upon completion of
24 actions in response to the drought."
25          Do you see where I'm referring to?

448

1      A   I do.
2      Q   Now, there's no mention in that sentence of
3 CVP power being coordinated with, is there?
4      A   There is not.
5      Q   Nor NCPA, is there?
6      A   There is not.
7      Q   Next is Joint Exhibit 33.  This is the
8 October 20th, 2014, so-called true up letter, right?
9 Take a moment to review it.

10      A   Yes.
11      Q   And as shown in the bottom right corner,
12 the result at the end of the year was a shortfall of
13 $8.5 million, correct?
14      A   Correct.
15      Q   And that resulted -- that shortfall
16 resulted because the mid-year adjustment had been
17 rescinded, correct?
18      A   That is only part of it.  There's
19 additional differences between what we thought water
20 deliveries would be versus what water deliveries
21 actually were.
22      Q   Yes.  In fact, your proposal had estimated
23 a shortfall of $12 million, right?
24      A   That was the estimate I used for the
25 proposal.

449

1      Q   The final outcome was 8.5 million?
2      A   Correct.
3      Q   So water collections were somewhat better
4 than you had feared?
5      A   That was better than we had -- there were
6 more water deliveries than we had estimated in our
7 initial mid-year adjustment.
8      Q   But still a significant shortfall that
9 would not have occurred if the mid-year adjustment

10 had not been rescinded?
11      A   Correct.
12      Q   Let's go to Joint Exhibit 35.
13          THE COURT:  On second thought, let's have
14 the plaintiffs' volume put back together so we can
15 use it.
16          MR. RALSTON:  Sure.  We have another one,
17 Your Honor, we can provide to the witness.
18          THE COURT:  He's almost got it.  Okay.
19 Let's go ahead.
20 BY MR. RALSTON:
21      Q   Let's go to Joint Exhibit 35.
22      A   Okay.
23      Q   All right.  And I don't think you can tell
24 the date on that one?
25      A   I cannot.

450

1      Q   As far as I can tell, it's in October of
2 2015 on my copy.
3          So this is the 2015 mid-year adjustment
4 letter, correct?  I'm sorry, it's the announcement
5 there won't be one?
6      A   Correct.
7      Q   So the mid-year adjustment in 2015 --
8      A   I don't think you have the date correct,
9 though, on the letter.

10      Q   It's not necessary.  We can take care of
11 that separately.
12          Do you recognize this as being the letter
13 that deferred the mid-year adjustment in 2015?
14      A   I don't know that I was involved in that,
15 but this appears to be the mid-year adjustment
16 letter for 2015.
17      Q   Do you recall that the mid-year adjustment
18 was not implemented in 2015?
19      A   I do not recall.
20      Q   You don't.
21          Do you recall anything about the mid-year
22 adjustment or an action in 2015?
23      A   I don't recall an action in 2015.
24      Q   Let's go to Joint Exhibit 37.  And this is
25 the fiscal year 2015 letter true up.
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1          And the outcome for FY 2015 was a shortfall
2 of $9.5 million, correct?
3      A   Correct.
4      Q   And in your chart you had estimated a
5 shortfall of $10 million for FY 2015, right?
6      A   My chart was not an estimate.  We had no
7 idea what the subsequent years were.  We never
8 implemented those adjustments.
9      Q   Your projection was $10 million shortfall

10 on your chart in FY 2015, correct?
11      A   I don't -- are you talking about the water
12 adjustment factor?
13      Q   Yes, the water adjustment factor.
14      A   It was, I believe, 10 million.
15      Q   For FY 2015, correct?
16      A   Correct.
17      Q   And the actual number was 9.5 million
18 shortfall for 2015, right?
19      A   There's a difference between the water
20 adjustment factor and then the shortfall.
21      Q   I'm just talking about the two numbers.
22 You had 10 million; they had 9.5 at the end of the
23 day, right?
24      A   That's correct.
25      Q   All right.  Let's turn to Joint Exhibit 3,

452

1 pages 21 to 22.  And there you should have on your
2 screen in front of you, Doctor, section 3407 of the
3 Restoration Act, and I'd like to invite your
4 attention to section 3407(c)(1).  And if you would
5 take a moment to review that.
6      A   Okay.
7      Q   Now, according to the terms of section
8 3407(c)(1), the additional annual mitigation and
9 restoration payments will consist of charges to,

10 quote, "direct beneficiaries of the Central Valley
11 Project under subsection (d) of this section,"
12 correct?
13      A   Correct.
14      Q   So the mitigation and restoration charges
15 are to be imposed to "direct beneficiaries," quote,
16 unquote?
17          MR. OLIVER:  Object.  Mischaracterizes the
18 statute.
19 BY MR. RALSTON:
20      Q   Does the language of the statute say that
21 it consists of charges to direct beneficiaries?
22      A   That's incomplete.
23      Q   Yes, I know, it's only a part of the
24 statute.  But the purpose of it is direct
25 beneficiaries, correct?

453

1      A   Of the CVP under subsection (d).
2      Q   Yes, exactly.
3          California water districts with water
4 service contracts are direct beneficiaries of the
5 CVP?
6      A   I believe so.
7      Q   California water districts with repayment
8 contracts are direct beneficiaries of the CVP?
9      A   I believe so.

10      Q   Now, those California water districts
11 remain direct beneficiaries of the CVP when they
12 receive water from the CVP that is not subject to
13 the mitigation and restoration fund charges?
14          MR. OLIVER:  Calls for a legal conclusion.
15 Objection.
16          THE COURT:  I'm going to overrule and take
17 his answer.
18          THE WITNESS:  I don't believe so.
19 BY MR. RALSTON:
20      Q   Let's go to your transcript at 56, lines 6
21 to 17.  I'm asking you about Warren Act
22 beneficiaries and whether it changes their status,
23 and you said it did not.
24          Does that refresh your memory?
25      A   Yes, it does.

454

1      Q   All right.  With your memory refreshed,
2 would you agree that California water districts
3 remain direct beneficiaries even when they receive
4 water from the CVP that's not subject to mitigation
5 and restoration fund charges?
6      A   That's not related to the Warren Act
7 contract.
8      Q   Well, Warren Act is not charged, right?
9      A   Warren Act is not receiving water from the

10 CVP.
11      Q   All right.  We'll say that they remain
12 direct beneficiaries even when they receive water
13 that's not project water.
14      A   The presence or absence of the Warren Act
15 contract does not change who we assess the
16 mitigation and restoration fund charges to.
17      Q   So they remain direct beneficiaries even
18 with respect to Warren Act water, right?
19      A   We assess water based on the contracts.
20      Q   I understand.  My question is whether they
21 remain direct beneficiaries even when they are
22 dealing with Warren Act water?
23      A   Warren Act water does not change their
24 contract.
25      Q   It doesn't change their status as direct
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1 beneficiaries either, does it?
2      A   Correct.
3      Q   Now let's go to 3407(d), and specifically
4 (d)(2).  Go about three lines down where it talks
5 about the 6 and the 12.  We'll highlight that
6 sentence, please.
7          Do you see where we're referring to?
8      A   Yes, I do.
9      Q   Now, that sentence limits the charge of M&R

10 charges to $6 for agricultural water sold and
11 delivered and $12 per acre-foot for municipal and
12 industrial water sold and delivered by the Central
13 Valley Project, correct?
14      A   Correct.
15      Q   Reclamation contends that only water sold
16 and delivered can be subject to the M&R charges,
17 correct?
18      A   That is Reclamation's position.
19      Q   So if water is sold in a year but not
20 delivered, it's not subject to M&R charges?
21      A   I'm not aware of that type of water so I
22 don't know how we implement that.
23      Q   If water is delivered but not sold in a
24 fiscal year, it's not subject to M&R charges, is it?
25      A   It is not subject to M&R charges.

456

1      Q   And that is because Reclamation limits the
2 M&R charges to water being sold and delivered only?
3      A   That is one of the reasons.  They are also
4 not a water and power contractor who is a direct
5 beneficiary.
6      Q   But if they are a direct beneficiary water
7 power contractor, they wouldn't pay the charge on
8 water unless it were sold and delivered in the
9 fiscal year, would they?

10      A   That's correct.
11      Q   In this sentence is there any limit on
12 CVPIA water that is simply delivered?
13      A   I'm not aware of the term CVPIA water.
14      Q   You're familiar with the term project
15 water, aren't you?
16      A   Yes, I am.
17      Q   In this sentence is there any limit on
18 project water that is only delivered?
19      A   I'm not aware of what project water you'd
20 be talking about.
21      Q   Is there any such limit on project water
22 that is only delivered?
23      A   I don't have an example to know how we
24 implement that.
25      Q   Reclamation takes the position that project
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1 water is limited to water that is, quote, "sold and
2 delivered," correct?
3      A   I don't believe that's how Reclamation
4 defines project water.
5      Q   You do not, all right.
6          Let's go to your transcript at page 60, 9
7 to 11.  Actually, go above that to -- go to the
8 prior page.
9          If you read the very bottom:  I invite your

10 attention back to your sold-and-delivered term that
11 you just referred us to.  The clause I have just
12 read in part, it does not say, correct me if I'm
13 wrong, that only water sold and delivered is subject
14 to mitigation and restoration charges, does it?
15          It does not say that.
16          Now, the bureau has adopted that
17 interpretation, haven't they?
18          And you said:  Yes, they have.
19          Does that refresh your memory?
20          MR. OLIVER:  Objection.  That's not proper
21 impeachment if he's doing it to refresh
22 recollection.
23          THE COURT:  Ask him a question.
24 BY MR. RALSTON:
25      Q   You're correct, Your Honor.  My apologies.

458

1          Is your memory now refreshed?
2      A   Yes.
3      Q   And would you agree that Reclamation's
4 position is that project water is limited to water,
5 quote, "sold and delivered"?
6      A   When we implement, we interpret the sum of
7 that provision to be applicable to project water.
8 We don't know how we could get to mitigation and
9 restoration payment without it being project water.

10      Q   And, therefore, it has to be limited to
11 sold and delivered, correct?
12      A   It would be -- has to get to project water
13 first, and it must be sold and delivered as part of
14 that project water.
15      Q   And that is an administrative
16 interpretation that Reclamation has adopted, right?
17      A   We believe that that's the proper
18 interpretation of the statute.
19      Q   That's why Reclamation has adopted that?
20      A   Yes.
21      Q   No one else has; just Reclamation?  I'm
22 just asking if Reclamation has adopted that.
23          MR. OLIVER:  Well, the question was whether
24 or not anyone else has adopted that, and that calls
25 for speculation.
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1          MR. RALSTON:  I'll withdraw it, Your Honor.
2          THE COURT:  Okay.
3 BY MR. RALSTON:
4      Q   Warren Act water, base supply water under
5 the Sacramento River settlement contracts, exchange
6 water and project water supply without charge are
7 not subject to the mitigation and restoration fund
8 charge, are they?
9      A   That's correct.

10      Q   Let's go to Plaintiffs' Exhibit 353/2.
11 That's actually on the first page so we can identify
12 this for you.
13          This is a memorandum/information briefing
14 for the commissioner from you, September 30th, 2014.
15 The definition would be the Commissioner of the
16 Bureau of Reclamation?
17      A   Correct.
18      Q   And it's from you as Program Manager
19 Mid-Pacific Region, correct?
20      A   CVPIA Program Manager.
21      Q   All right.  And in this document you talk
22 about the various issues of M&R charges and NCPA's
23 position on power collections.  And on page two, so
24 it's 353/2, you discuss equitability between water
25 and power as the primary issue.  And you say:

460

1          "Reclamation could explore options for the
2 use of CVP facilities that do not pay the M&R
3 charge."  And you include Warren Act transfers,
4 rescheduled water, settlement contract deliveries,
5 holding contract deliveries, and exchange contract
6 deliveries.
7          Do you see where I'm referring to in the
8 next sentence?
9      A   Yes, I do.

10      Q   So let's explore that.  If equitability
11 between water and power is the primary issue,
12 meaning if treating water and power users of the
13 CVPIA equally is the primary issue; is that what you
14 meant by that?
15      A   No, it is not.
16      Q   What did you mean?
17      A   So power raised the proportionality
18 argument first as a question of equitability.
19      Q   First?  What do you mean "first"?
20      A   There were a number of concerns power had
21 with how we administered the CVPIA, and one of those
22 at the time was proportionality and it was raised as
23 a matter of equitability.  It eventually became just
24 an issue of reducing power payments to maintain the
25 project power function of the CVP.

461

1      Q   Well, in terms of equitability what they
2 were discussing is the proportionality limitation,
3 correct?
4      A   Both of the arguments were framed around
5 the proportionality provision.
6      Q   Which links their M&R payments to their
7 repayment allocation, right?
8      A   Only under to the greatest degree
9 practicable.

10      Q   Yes, but the proposal -- the provision
11 links the two of those from an equitable standpoint,
12 correct?
13      A   There is no discussion of equitability in
14 the CVPIA.
15      Q   No, it's your term.  You were saying if
16 equitability between them is the primary issue,
17 right?
18      A   It was not my term.
19      Q   I'm sorry, let's go back to the first page
20 of the memo.
21          Isn't the memo from you?
22      A   I was characterizing power's argument.
23      Q   I see.  Let's go to the second page of the
24 memo.  Where do you say that that's characterizing
25 their argument?

462

1      A   I did not spell it out, but I did -- if you
2 read -- if equitability between water and power is
3 the primary issue, I was referring to if it was a
4 primary issue for power.
5      Q   And then you identified what you described
6 as options for charging the use of facilities that
7 do not pay the M&R charge, and you list them,
8 correct?
9      A   Correct.

10      Q   Warren Act water isn't subject to CVPIA
11 charges, is it?
12      A   It is not.
13      Q   And subjecting it to the mitigation and
14 restoration fund charge has been a topic of
15 discussion at Reclamation, hasn't it?
16      A   Weren't sure whether it would be an M&R
17 charge or just an additional charge, but it has been
18 a topic.
19      Q   Well, let's -- let's go to your transcript
20 at 57, 15 to 58.  Take a moment to review that.
21      A   Okay.
22      Q   And did we not discuss Warren Act during
23 that?  And I'll take it off the screen.
24      A   At the time of the discussion for this
25 memo, I don't believe it was clear whether or not
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1 that would be a mitigation and restoration
2 assessment or just some other charge.
3      Q   If it were the mitigation and restoration
4 fund assessment, that would assist in obtaining
5 proportionality, wouldn't it?
6      A   If it were assessed as a mitigation and
7 restoration charge, it could assist or it could
8 deter Warren Act contracts.
9      Q   Let's go to 352.  This is a memo or e-mail

10 from you to Mr. Woodley, and you said Mr. Woodley
11 was your boss at that point?
12      A   Correct.
13      Q   September 26, 2014.  If you take a moment
14 to review that.
15      A   Okay.
16      Q   You say in paragraph 3, one of your points
17 is:
18          "Take power at face value that the issue is
19 really equitability and close loop holes in water
20 deals that use CVP facilities and don't share in the
21 CVPIA related mitigation for those facilities."
22          And then you list a number:  "Warren Act
23 transfers, rescheduled water, a water transfer
24 policy that may not be enforceable."
25          So those were, according to your terms,

464

1 "loop holes in water deals," close quote?
2      A   Correct.
3      Q   And those loop holes remain today, don't
4 they?
5      A   Yes, they do.
6      Q   Let's go to Plaintiffs' Exhibit 401.  This
7 is a confidential briefing for the regional director
8 of November 13th, 2015, from you, correct?
9      A   Correct.

10      Q   The subject is:  "Options in NCPA
11 Pre-Settlement Discussions."  Take a moment to
12 review that.
13      A   Okay.
14      Q   And go to page two, which is 401/2, and you
15 discuss in the paragraph starting, "Measures to
16 minimize the effects of changes," and then in the
17 next to last sentence, you say, "Reclamation
18 currently considers the directive to not exceed
19 price limits for water sold and delivered by the CVP
20 as a directive to only charge project water."
21          So let's focus on that sentence.  In that
22 sentence you're referring to the discussion we had a
23 few moments ago about Reclamation only charges water
24 sold and delivered the M&R charge, correct?
25      A   That is the outcome of the shorthand.

465

1      Q   And it considers that to result as a
2 directive from that language in the CVPIA we talked
3 about at 3407(d)(2), correct?
4      A   In part.  That's not the complete
5 rationale, as I understood it, for how we got to
6 project water only, but it is part of the language
7 that leads us to that conclusion.
8      Q   And then you identify beneath here
9 additional transactions beyond project water:

10 Warren Act, rescheduled water subcontractors and
11 assignments and miscellaneous transfers, correct?
12      A   Correct.
13      Q   Let's go to Plaintiffs' Exhibit 401/3 and
14 highlight the second paragraph, and there you state:
15          "Reclamation should assess restoration
16 charges on Warren Act transfers and rescheduled
17 water."  Correct?
18      A   That's the language there.
19      Q   That's what you said, isn't it?
20      A   Yes, I did.
21      Q   And this was in your confidential regional
22 briefing for the regional director, right?
23      A   Yes, it was.
24      Q   So you were recommending assessment of
25 restoration charges on Warren Act transfers and

466

1 rescheduled water, correct?
2      A   I feel like you're mischaracterizing what a
3 recommendation means, but that is the heading.
4      Q   Did you not say "Reclamation should assess
5 restoration charges on Warren Act transfers and
6 rescheduled water"?
7      A   If the goal of the regional director was to
8 assess more to water and bring it to
9 proportionality, that's one of the actions that we

10 could continue to pursue.
11      Q   Well, we'll leave that to Mr. Murillo's
12 testimony.
13          Your recommendation was he should assess
14 restoration charges, correct?
15      A   We would have to keep pursuing it, and so
16 at this time I had not eliminated that as an option,
17 but I had recommended that be kept on the table.
18      Q   Your recommendation is Reclamation should
19 assess restoration charges on Warren Act transfers
20 and rescheduled water, correct?
21      A   That is the text on the page.  That is what
22 I recommended that we pursue.
23      Q   In the next sentence you said:
24          "The limits on exceeding 6 and 12 per
25 acre-foot of charges for CVP water sold and
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1 delivered should not be interpreted as a limitation
2 to collect only on project water supplies."
3 Correct?
4      A   Correct.  I believed there were other
5 provisions in the CVPIA, that was the limit to
6 project water only, and that relying on the 6 and 12
7 was an incomplete picture.
8      Q   And your next sentence is:
9          "Additional use of CVP facilities should

10 share in the mitigation costs of those facilities."
11          That was your recommendation as well?
12      A   Correct.
13      Q   And what position did you hold at the time
14 of this memo?
15      A   What was the date on the memo?
16      Q   November 13, 2013.
17      A   I believe I was the chief of the program
18 management branch at that time.
19      Q   Responsible for the matters that you've
20 talked about earlier, correct?
21      A   Yes.
22      Q   Let's go to Plaintiffs' Exhibit 291.
23          Are you familiar with what is called
24 Section 215 water?
25      A   I have a working knowledge, but I'm not an

468

1 expert on that statute.
2      Q   How would you describe 215 water?
3      A   That is surplus unstorable water that we
4 can market to really anybody with the ability to
5 take it.  It's generally in flood conditions and
6 would not be otherwise able to be used for project
7 purposes.
8      Q   And in this memo from you to Gail
9 Trujillo-Bixby of February 10, 2014, you were

10 suggesting that adding mandatory charges to 215
11 water that isn't paying the restoration fund charges
12 now would be a good step, correct?
13      A   That was the topic of the e-mail, but I was
14 incorrect in the e-mail.
15      Q   You were what?
16      A   I was incorrect in the e-mail.
17      Q   How so?
18      A   The discussions were that 215 charges were
19 assessed in most cases, and in instances where there
20 was a lower amount or 215 was not charged, it was
21 believed that we would not have sold that water at
22 all had we assessed those charges, so if we would
23 have made those charges mandatory we would have had
24 no revenue rather than some revenue.
25      Q   Well, Section 215 water is subject to

469

1 Reclamation charges, but at the discretion of the
2 Reclamation area manager, correct?
3      A   I believe so.
4      Q   And often not charged at regular rates,
5 right?
6      A   I'm not an expert in how they charge.  I do
7 know they have the discretion to reduce the costs.
8      Q   Let's go to Plaintiffs' Exhibit 383, which
9 is an e-mail from you -- I'm sorry -- from

10 Mr. Whitfield to you of August 13, 2015, and he's
11 responding to an e-mail from you of the same date.
12 If you would take a moment and review that.
13      A   Okay.
14      Q   You say in your e-mail, second paragraph,
15 that you have a number of items of concern, and you
16 cite Westlands, for example, where it shows that
17 they owe 4.6 million, and in your view that means to
18 me that we are taking away at least $480,000 this
19 year when I really need the money, and that failing
20 to collect 4.6 million is a concern.  We need to
21 elevate this issue and -- why was that a concern to
22 you?
23      A   Because there was an attempt to transition
24 -- I don't know the specific accounting terms.
25 There was an attempt to transition how the money was

470

1 being made available for my program from one
2 methodology to another.  And at the same time, there
3 was also a reconciliation effort going on where
4 there was a question about whether or not water
5 customers, when they paid their funds, if they were
6 deposited in the correct account.
7          And so I did not want them to make changes
8 that would cut the program in 2015 -- we were
9 already working on short funding -- when they hadn't

10 finished figuring out where we were at --
11      Q   And that's why --
12      A   -- impact before they had completed their
13 efforts for reconciliation.
14      Q   So you were concerned they could get all
15 the money they could, right, at that point?
16      A   Can you rephrase the question?
17      Q   You were concerned they'd get all the money
18 they could at that point?
19      A   Who?
20      Q   You're the writing to Rodney about
21 Westlands, about getting money from Westlands,
22 right?
23      A   I was writing about the reconciliation
24 effort.
25      Q   Your budget was being strained and you were
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1 interested in collecting funds?
2      A   There was a proposal to strain my budget by
3 shifting to that accrual basis, right.  And if we
4 did not shift to the accrual basis, there would not
5 have been a strain on my budget.
6      Q   Let me turn briefly to --
7      A   At least from that -- there would not have
8 been a strain from that -- that action.
9      Q   Turn briefly to concession contractors.

10 Reclamation does not apply M&R charges to concession
11 contractors at CVP recreational facilities.  Is that
12 correct?
13      A   Correct.  They are not a water and power
14 contractor.
15      Q   Concession contractors do pay Reclamation
16 other fees, don't they?
17      A   I believe they do, but I'm not familiar
18 with those contracts.
19      Q   Let's turn to Joint Exhibit 6.  These are
20 the revised interim guidelines for restoration
21 payments and charges, correct?
22      A   Correct.
23      Q   Are you familiar with this document?
24      A   I am familiar with it.
25      Q   The revised interim guidelines have never

472

1 been finalized, have they?  They are still interim?
2      A   Correct.
3      Q   And there is no version more current than
4 the October 1993 version that's at Joint Exhibit 6?
5      A   Correct.  At least that has been published.
6 There may be drafts that I'm not aware of.
7      Q   These guidelines at Joint Exhibit 6 have
8 not been approved by the Reclamation commissioner as
9 official Reclamation policy, have they?

10      A   There's been no place where a commissioner
11 has signed something.  We do have a delegation
12 letter to the regional director, and there may be
13 delegation letters below that.
14      Q   It's never been adopted as Reclamation
15 policy as such, has it?
16      A   I don't know what that means to adopt
17 something as Reclamation policy.
18      Q   They are still guidelines.  They are only
19 guidelines?
20      A   Correct.
21      Q   Have they ever been subject to any type of
22 Administrative Procedure Act formal process that you
23 know of?
24      A   My understanding is we started that process
25 but never completed it.  I believe our water and

473

1 power contractors asked us not to complete it.
2      Q   And Reclamation did not complete it, right?
3      A   Correct.
4      Q   Let's go to PTX 241.  This is a June 6,
5 2011, working draft of contractor financial
6 obligations, impacts, and challenges.  Let's go to
7 page 24.  Actually, let's go to first page 23 so you
8 can familiarize yourself and read through that, and
9 my question pertains to the top of page 24.

10      A   Okay.
11      Q   First if you'd share with the Court what is
12 a contractor financial obligations, impacts, and
13 challenges document?
14      A   I don't know.  I'm not familiar with what
15 initiated this document.
16      Q   Have you worked on a contractor, financial
17 obligations, impacts, and challenges document
18 yourself?
19      A   I believe I reviewed a chapter on CVPIA --
20 on the program elements at one point in time.  I
21 don't know if those comments were included, and I
22 don't believe this document has ever been finalized.
23      Q   Let's go then to 23 where we were reviewing
24 it.  And it discusses revised interim guidelines at
25 the bottom of 23 and then at the top of 24.  And it

474

1 says in the second paragraph:
2          "Though the revised guidelines are largely
3 in effect today, they were not finalized and do not
4 always reflect current policy."
5          Would you consider that to be an accurate
6 statement, that they do not always reflect current
7 policy?
8      A   I'm not aware of a policy -- I'm not aware
9 of where we have a difference in policy.

10      Q   Well, it cites, for example, in the next
11 sentence:  "Charges on settlement contractors'
12 transactions and charges have changed since issuing
13 the revised guidelines."  Are you aware if that's
14 the case?
15      A   I'm not aware of what that changes.
16      Q   Let's go to Plaintiffs' Exhibit 208.  And
17 208/3.
18      A   I don't believe I have that so we'll have
19 to scroll through on the screen.
20      Q   That's what we're doing.
21      A   Okay.
22      Q   At the bottom -- can you see at the bottom
23 it says interim guidelines?
24      A   Yes.
25      Q   And, again, confirming were never finalized
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1 or formally implemented.
2          Let's go to 208/6.  And it mentions in
3 paragraph six, if you could highlight that, that:
4 All Reclamation accounting must conform to FASAB
5 standards.
6          Are you aware of whether that's the case or
7 not?
8      A   I'm not familiar with that.
9      Q   Let's go back to Joint Exhibit 6, the

10 guidelines.  We'll go to page 28 which is the
11 section on restoration payments.
12      A   JTX page or the document page?
13      Q   JTX 6/28.
14      A   Thank you.
15      Q   Are you familiar with this section of the
16 revised interim guidelines?
17      A   I've read it before.
18      Q   Okay.  Let's go to section H-3 which is on
19 pages 30 and 31.  If you could bring up those,
20 particularly section C.  If you take a moment and
21 review that, Doctor.
22      A   Okay.
23      Q   This is the section that establishes the 6
24 and $12 price levels for irrigation and municipal
25 and industrial water, correct?

476

1      A   I believe so.
2      Q   And it's termed the maximum restoration
3 payment policy, right?
4      A   Right.
5      Q   You're familiar with that term, right?
6      A   Yes, I am.
7      Q   You were using that term earlier, I think.
8          And the very last sentence says:
9          "The remaining portion of the total

10 restoration payment obligation shall be assigned to
11 power."
12          Now, the import of that sentence is
13 essentially that of the $30 million supposed
14 requirement every year, whatever water doesn't pay,
15 power has to pay the difference, right?
16      A   Correct.
17      Q   And that policy stays in effect until the
18 next sentence happens:  When a record of historical
19 annual revenues demonstrates that the percentage
20 allocation to either or both the irrigation and M&I
21 water supply functions will exceed their allocable
22 shares relative to the target allocation.
23          Let's take that one step at a time.  The 6
24 and 12 stays into effect, the maximum policy, unless
25 irrigation and M&I water go over their target

477

1 allocation, right?
2      A   Correct, on the ten-year rolling average.
3      Q   And the target allocation for water is the
4 ten-year rolling average of their repayment
5 allocation, right?
6      A   I think the target allocation is the total
7 M&R payment.
8      Q   We can go back on that, if you need to.
9      A   I'm sorry.  I was thinking of the total

10 restoration payment obligation.
11      Q   So you would agree that the target
12 allocation is the repayment obligation for water?
13      A   Correct.
14      Q   All right.  So under section C, it says
15 the maximum restoration payment policy remains in
16 effect unless and until irrigation and M&I water's
17 repayment allocation number has been exceeded,
18 right?
19      A   That's correct.
20      Q   And that's the only circumstance under
21 which this would change, right?
22      A   Correct.
23      Q   So under this paragraph, there is no
24 provision for its implementation with respect to CVP
25 power's target allocation being exceeded, is there?

478

1      A   There is not.
2      Q   And as a result, this provision only
3 protects CVP water, correct?
4      A   That's correct.
5      Q   It provides no protection for CVP power,
6 right?
7      A   Not under this provision.
8      Q   And if, as has occurred, M&R payments were
9 to exceed for power, exceed power's repayment

10 allocation, there's nothing in this section that
11 tells Reclamation what it would do, is there?
12      A   There's nothing in this section for
13 disproportionate payment by power.
14      Q   Let's go to page 28 to 29 of the exhibit,
15 and section H-2-e.  Should be on page 29 at the
16 bottom.  And then the next page, if you would.
17          There we have the target allocation
18 language we were just discussing, so I wanted to
19 show you that so you knew that you were correct in
20 that.
21          And let's go back to the beginning of that
22 section, and we can see that that is headed
23 "Objectives and Constraints," and the target
24 allocation is one of the strengths identified below,
25 correct?
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1      A   It's unclear to me whether that's an
2 objective or constraint.
3      Q   It's one or the other.  Let's go further
4 down, let's go into it.  Let's go to the next page.
5          So the target allocation could be either an
6 objective or a constraint, right?
7      A   It's under the heading "Objectives and
8 Constraints."  I don't know if there's some meaning
9 to those two words.

10      Q   Well, let's now go to Joint Exhibit 3 --
11 I'm sorry, let's go to Plaintiffs' Exhibit 340.
12 This is entitled "Draft Revenue Options Technical
13 Memorandum."
14          Were you involved this the preparation of
15 this document?
16      A   Yes, I was.
17      Q   Was this document authored by you?
18      A   I would have been the individual who
19 compiled information into this document.
20      Q   All right.  Let's go to page six, and start
21 with the section entitled "Proportionality."  And if
22 you'd take a moment and familiarize yourself with
23 that and the sections that follow over pages 340/6
24 to 340/10.
25      A   Okay.

480

1      Q   Are you familiar with this work you did
2 here?
3      A   Yes, I am.
4      Q   And what were you trying to accomplish in
5 this chart that you set out here?
6      A   In this chart, when folks ask Reclamation
7 or project manager to change their practice, they
8 frequently will cite individual pieces of the law
9 and not look at the whole picture.  So I found that

10 this kind of structure where we just walk through
11 each one of the paragraphs and/or sentences and talk
12 about what it means to us and how we interpret it is
13 helpful, and it allows our stakeholders and other
14 interested parties to provide alternative ways that
15 they believe it should be interpreted and
16 implemented, but by going through the table we have
17 to look at the whole picture.
18      Q   So that's what your chart is trying to
19 present here?
20      A   The chart would be -- this specific one
21 it's attempting to explain our current practice.
22      Q   So let's start with PTX 340/7, the third
23 block down discusses section 3407(c)(2).  And this
24 is the section that Reclamation often cites as the
25 provision that supposedly sets the $50 million

481

1 requirement, correct?
2      A   Correct.
3      Q   And you describe it in the right-hand
4 column as:  Establishes a target for mitigation and
5 restoration charges to result in total revenues of
6 $50 million per year on a three-year rolling average
7 basis.  Correct?
8      A   That's how I described it.
9      Q   As a target.

10          And as noted in the line sixth from the
11 bottom that that target is subject to the
12 limitations in subsection (d) of this section,
13 right?
14      A   That's the language of the statute.
15      Q   And so as --
16      A   The statute does not use the word target,
17 though.
18      Q   No, it's your term.  I understand we're
19 using your term.
20      A   Okay.
21      Q   And that that target is subject to
22 limitations of subsection (d), and we're going to go
23 through those.
24          But Reclamation's implementation has
25 considered that $50 million either target or number

482

1 as subject to the limitations in subsection (d),
2 correct?
3      A   Correct.
4      Q   The next page is eight.  In the third box
5 down it talks about 3407(d)(1), and that section, as
6 you describe it, is:  The mitigation and restoration
7 payments would be reduced if other revenues would
8 cause those payments to exceed the $50 million in
9 total collections.

10          That's your description of what it does?
11      A   Correct.
12      Q   And so that's one of the limitations that
13 3407(c)(2) is subject to, right?
14      A   I believe so.
15      Q   All right.  We'll call that number one.
16          The next one down is section 3407(d)(2)(a),
17 which you describe in the fourth and the fifth box,
18 and the fifth box provides for the $30 million limit
19 as you describe in the right column, right?
20      A   Correct.
21      Q   So that's one of the limitations to which
22 the $50 million is subject, right?
23      A   Correct.
24      Q   We'll call it number two.
25          And the next one down is 3407(d)(2)(a), the
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1 limitation of 6 and $12 per acre-foot, right?
2      A   Correct.
3      Q   And that's another limitation to which the
4 $50 million is subject, right?
5      A   Correct.
6      Q   Great.
7          Then on page 340/9 in your right-hand side
8 you first have the ability-to-pay relief.  And
9 that's the authority for the secretary to give

10 ability to pay to irrigation contractors, right?
11      A   Correct.
12      Q   And that's a limitation to which the 50
13 million is subject as well?
14      A   Correct.
15      Q   That's the fourth one, correct, we've gone
16 through?
17      A   Correct.
18      Q   The next is the municipal and industrial
19 surcharges that you discuss, that's the $25 per
20 acre-foot on water sold or, interestingly,
21 transferred, and that provides an additional charge
22 of $25 on that type of water, correct?
23      A   Transferred to a non-CVP.
24      Q   Yes.
25          Does Reclamation consider that to be a

484

1 limitation with respect to 3407(d), or is it a
2 charge?
3      A   I'm not sure.  It is definitely a charge,
4 and it would be one of the measures to reach 50
5 million.
6      Q   Right.  Is the 50 million subject to it?
7      A   Can you rephrase that?
8      Q   Yes.  Going back to 3407(c)(2), we talked
9 about the 50 million being subject to limitations in

10 subsection (d).
11          Does Reclamation consider the municipal and
12 industrial surcharge to be a limitation in
13 subsection (d) to which the 50 million is subject?
14 Yes or no?  I don't know.
15      A   I'm not familiar that Reclamation has taken
16 a position on that.
17      Q   All right.  So let's put that aside.
18          And the next one is the completion
19 criteria, as you describe it, in which case when
20 certain projects are completed the price levels are
21 reduced to 35 and 15 million, right?
22      A   Correct.
23      Q   And that's a limitation to which the
24 $50 million in 3407(c)(2) is subject, right?
25      A   Correct.

485

1      Q   That's five.
2          And then we get 3407(d)(2)(a), the
3 proportionality provision that's brought us all here
4 today, right?
5      A   Correct.
6      Q   And Reclamation considers the $50 million
7 in 3407(c)(2) to be subject to that as a limitation
8 as well, doesn't it?
9      A   We do not.

10      Q   You don't.  All right.  So let's go back
11 and count.  We have (d)(1), which was the -- if it
12 goes over 50 million, that's one, right?
13      A   Okay.
14      Q   We have two is the $30 million limit.
15      A   I don't know that we would consider (d)(1)
16 a limitation.  That's a reduction to the mitigation
17 and restoration payments, if it looks like we would
18 exceed that 50 million.
19      Q   And that has never happened?
20      A   Has not.
21      Q   But it would limit 3406 -- limit 3407 (d)--
22 (c)(2), doesn't it?
23      A   It would.  Yes, it would.
24      Q   It would.
25          And then we have the 6 and 12 as number

486

1 three, right?
2      A   Yes.
3      Q   And then we have the ability-to-pay relief
4 as number four, right?
5      A   Correct.
6      Q   And we have the completion criteria one
7 which is number five?
8      A   Correct.
9      Q   Have you previously testified where you've

10 identified the proportionality limitation as a limit
11 to which 3407(c)(2) 50 million is subject?
12      A   We had extensive discussion in the
13 deposition testimony where I initially identified it
14 as a limitation, and then further clarified it as a
15 provision and discussed how we allocate versus
16 reduce mitigation-restoration payments.
17      Q   You did.  And you considered it a
18 limitation within that context.
19      A   I do not consider it a limitation on the 50
20 million.
21      Q   Well, let's go to your deposition
22 transcript at 67, lines 22 to 24.  Let's actually
23 start at line 14.
24          Your Honor, when you're finished reading,
25 I'll turn it off.
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1          Does that refresh your memory, Doctor, that
2 you have described the proportionality limitation as
3 a limitation to which the 50 million in section
4 3407(c)(2) is subject?
5      A   I was incorrect when I described it as a
6 limitation.  As I later clarified, we believe that
7 the $50 million takes priority over the direction to
8 be proportional to the greatest degree practicable.
9      Q   Didn't you also say that that's because of

10 the term "greatest degree practicable"?
11      A   At the time, that's what I thought it was.
12      Q   Is your testimony different today?
13      A   It would be different today.
14      Q   And what is your testimony today?
15      A   That it it's not a limitation.
16      Q   At all?  It's not a limitation at all to
17 which the 50 million is subject?
18          MR. OLIVER:  Objection.  Mischaracterizes
19 testimony.
20          THE COURT:  Overruled.
21 BY MR. RALSTON:
22      Q   What is your position today as to the
23 status of the proportionality limitation; is it a
24 limit to which the 50 million is subject or not?
25      A   It is not a limit to which the $50 million

488

1 is subject.
2      Q   So your testimony that we just highlighted
3 here was incorrect?
4      A   That's correct.
5      Q   Did you undertake a review of your
6 deposition after you gave it?  Did you read through
7 it?
8      A   Yes, I did.
9      Q   Did you do an errata page?

10      A   Yes, I did.  I did not identify that in the
11 errata page.
12      Q   That's correct, you did not, did you?
13      A   That was your question.
14      Q   It was.  You anticipated my question.
15          So with that change in your testimony, we
16 have five limitations to which 3407(d) is subject;
17 am I correct?
18      A   Correct.
19      Q   Let me go to your transcript, page 75,
20 7-12.  If you'd read through that.
21          So is this testimony also incorrect?
22 Should this be corrected as well?
23          MR. OLIVER:  I would object to the use of
24 the deposition testimony.  It's not proper
25 impeachment as he's trying to use it.

489

1          THE COURT:  Well, I'm going to overrule the
2 objection.  I think in this circumstance it is
3 relevant.
4 BY MR. RALSTON:
5      Q   Is this statement incorrect as well?
6      A   That was our understanding at the time, but
7 it is not correct.
8      Q   So that was the Bureau's understanding as
9 of when your deposition was taken in June of 2016,

10 correct?
11      A   Correct.
12      Q   But today you're testifying it's different?
13      A   We know that that was not the reason why.
14      Q   And was it correct up until June of 2016?
15      A   Was my testimony correct or was the
16 Bureau's position correct?
17      Q   Was that the Bureau's position up until
18 June of 2016?
19      A   That was the Bureau's position.
20      Q   And that position has now changed?
21      A   We were told that position was incorrect.
22 We have not made a different finding.
23      Q   Who told you that position was incorrect?
24          MR. OLIVER:  I'm going to object to the
25 extent it's intrusion upon attorney-client

490

1 privilege.  I mean, we're talking about legal
2 theories here.
3          THE COURT:  I'm going to take the answer to
4 this question.  He doesn't have to elaborate to get
5 into communications, but I want him to identify who
6 told him to change his position.
7          THE WITNESS:  When we were working with the
8 Department of Interior and the Department of
9 Justice, they walked through how the statute is

10 constructed and showed that there was a different
11 reason why that was not the limitation than the
12 Bureau had come to understand.
13 BY MR. RALSTON:
14      Q   And that discussion was after this suit was
15 filed, yes?
16      A   Yes.
17      Q   And after you had your deposition taken?
18      A   Yes.
19      Q   So it occurred during the course of this
20 litigation?
21      A   Yes.
22          MR. RALSTON:  Your Honor, I fear if I go
23 any further, I'll go down the attorney-client
24 privilege issue, but I'll stop there.
25          THE COURT:  All right.  I don't want you to
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1 impinge upon the attorney-client privilege, but I
2 think the identity of, you know, what he's described
3 so far is fair game.
4 BY MR. RALSTON:
5      Q   So who from the Department of Interior had
6 that discussion with you?
7      A   From the solicitor's office?
8      Q   Yes.
9      A   I believe we were in a room together, and I

10 don't remember whether it was Mr. Davis Oliver or
11 Mr. Steve Palmer.
12      Q   It was Mr. Oliver or Mr. Palmer.  And was
13 that meeting here in California?
14      A   I'm not sure if we were on the conference
15 phone or in person.
16      Q   Were you here in California?
17      A   Yes.
18      Q   And what occurred is a review of the
19 statute, and the outcome was that the position of
20 the Bureau had changed?
21      A   We were working through the defense and the
22 information for this case, and they were explaining
23 to me how the statute is constructed.
24      Q   And that explanation included that the
25 proportionality limitation is not a limitation to

492

1 which section 3407(c)(2) is subject?
2          MR. OLIVER:  Your Honor, I'm just going to
3 renew my objection for the record.  I think -- I
4 don't see what relevance discussions that Dr. Mooney
5 had with the Department of Justice in connection
6 with a brief that the Department of Justice
7 representing the United States filed in connection
8 with this lawsuit has to factual testimony.  It's
9 just improper to go further down this path.  We

10 articulate our legal positions in the briefs.  To
11 quiz him as to how -- what contributions he made to
12 our brief is not proper factual testimony.
13          THE COURT:  Dr. Mooney, may I ask you
14 please to step down and go outside just for a moment
15 while I speak with counsel.
16          Thank you very much.
17          (Dr. Mooney exits proceedings)
18          THE COURT:  Gentlemen, perhaps we don't
19 need a whole lot more on this subject.  It's
20 important to me to know that this gentleman
21 testified one way in June of 2016, and now he's
22 changed his position based upon advice from the
23 Department of Justice.  It is what it is.  He had a
24 viewpoint about how the statute should be
25 interpreted up to 2016, and now it's different based

493

1 upon what you all told him.  So --
2          MR. OLIVER:  May I respond?
3          THE COURT:  -- maybe you're right and maybe
4 you're not, but it's a significant event in my mind.
5          MR. OLIVER:  May I respond, Your Honor?
6          THE COURT:  Sure.
7          MR. OLIVER:  It's true that this is an
8 illegal exaction case, and it has involved some
9 questions in depositions involving how the program

10 manager interprets the statute, not necessarily how
11 we implement it.  We all -- there's no dispute how
12 they implement it.  But what is the legal theory?
13 How do you construct the provisions in a statute.
14 Okay?  And so, yes, it's true, he articulated in
15 that instance in which Mr. Ralston -- he articulated
16 a legal theory to which the Department of Justice
17 contends is incorrect, but that I think is simply an
18 issue of laymen articulating a legal theory.
19          It's our job, as lawyers, the Department of
20 Justice, in our briefs to articulate what is the
21 legal basis for how Dr. Mooney implements the
22 statute.  So it's proper for him to talk about how
23 he's implemented the statute, and we could talk
24 about, in our briefs, as we have and we will in our
25 post-trial briefs, what is the legal basis for that

494

1 implementation.
2          I don't think it's proper to go any further
3 into discussions on why the legal theory that he
4 thought supported the implementation, at least in
5 regard to the proportionality provision, was
6 incorrect.
7          THE COURT:  Well, I'm going to give
8 Mr. Ralston some leeway here in deciding whether he
9 thinks there's more that needs to be dealt with to

10 build a complete record.  But I don't want to get
11 into attorney-client privilege, as we've discussed.
12 You know, I think I have the picture here, and I
13 think I know what happened.
14          Mr. Ralston, you're welcome to respond.
15          MR. RALSTON:  Your Honor, thank you.
16          Two points.  I would note first that
17 Dr. Mooney was the 30(b)(6) designee on this very
18 issue, as I pointed out and worked through in the
19 beginning of this examination.  And, second, I think
20 that we can limit our additional questions on this
21 to simply the date, time of that meeting or that
22 phone call would be sufficient so that I know where
23 in the chronology that occurred.
24          THE COURT:  I think also I'd like to have
25 the full 30(b)(6) deposition as an exhibit in the
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1 record, if we might.
2          MR. RALSTON:  So moved, Your Honor.
3          THE COURT:  Any objection?
4          MR. OLIVER:  Yeah.  I don't think it's a
5 proper -- there are any grounds to admit an entire
6 30(b)(6) deposition.
7          THE COURT:  There absolutely is.  Under
8 Rule 32 of the Court's rule, it says in black and
9 white a 30(b)(6) deposition may be admitted into

10 evidence.  So that deposition will be admitted.
11          MR. OLIVER:  And, moreover, you know, as I
12 advocated before the 30(b)(6) deposition was taken,
13 I asked several times of Mr. Ralston and Mr. Murray
14 that we be clear because he was deposed both in his
15 30(b)(6) capacity as well as his individual
16 capacity.  And in my practice, when that is the
17 case, we have a 30(b)(6) transcript, and when that
18 ends we have an individual transcript.
19          THE COURT:  Well, I haven't seen the whole
20 thing.  Is it completely a 30(b)(6) transcript or is
21 it part 30(b)(6) and part individual?
22          MR. RALSTON:  Your Honor, knowing how
23 important this issue is, my recollection as I'm
24 sitting here just doesn't serve me well.  It was
25 certainly a 30(b)(6), and it was on the topics

496

1 designated that are an exhibit we went through of
2 which this includes.  So I feel comfortable in
3 saying to the Court standing here that this topic
4 was within the 30(b)(6) caliber of what we were
5 discussing.
6          And I understand counsel's point that there
7 may be some non-30(b)(6) aspects, and we're not
8 unwilling to go through and parse those, but I think
9 we provided as Plaintiffs' Exhibit 12, PTX 12, and

10 the Court is absolutely correct, Rule 32 provides
11 that 30(b)(6) comes in under any set of
12 circumstances, point 1.  And 2, it's the deposition
13 of a party opponent so it would come in as an
14 admission against interest, period, even in the
15 context outside of 30(b)(6).
16          THE COURT:  Well, what I'm going to suggest
17 is that we break for the day at this point, and I'm
18 happy to hear -- you may have some overnight
19 thoughts about this that either of you want to
20 raise, and we can take it up again in the morning.
21 In the meantime, you may want to take a closer look
22 at the deposition to see how exactly it should be
23 classified.
24          MR. RALSTON:  Sure.
25          THE COURT:  We can talk about it then.

497

1          How much more direct examination do you
2 have of this witness?
3          MR. RALSTON:  Your Honor, would you give me
4 just a few moments to look through my notes and I --
5          THE COURT:  Just give me an estimate.  I
6 thought you might be at the end with this witness.
7          MR. RALSTON:  I am.  I would say I'm
8 certainly getting to there.  Probably no more than
9 another 45 minutes.

10          THE COURT:  All right.  Let's adjourn for
11 the evening, and we'll reconvene at 9:30 tomorrow
12 morning.
13          MR. RALSTON:  Very good.
14          (Proceedings adjourned at 5:01 p.m.)
15                        --oOo--
16
17
18
19
20
21
22
23
24
25
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1 STATE OF CALIFORNIA      )
2                          )   ss.
3 COUNTY OF SAN FRANCISCO  )
4
5          I, VICKI A. HAINES, do hereby certify that
6 I am a Certified Shorthand Reporter pursuant to the
7 laws of the State of California;
8          That acting as such reporter, I took down
9 in stenotype the testimony given and proceedings had

10 in the within-entitled action fully, truly and
11 correctly.
12          That I thereafter caused the foregoing
13 proceedings of said cause to be transcribed into
14 typewriting, and that the foregoing pages constitute
15 a true and correct transcript of said stenotype so
16 taken.
17
18 Dated this 15th day of February, 2018.
19
20  s/Vicki Haines
21  VICKI HAINES, CSR No. 5995
22
23
24
25

A246

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 248 of 601



Trial
Northern California Power Agency v. USA 1/17/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

64 (Page 499)

499

1                      ADMITTED EXHIBITS
2
3 DX   PAGE      DESCRIPTION
4 2    300       Email Trujillo-Bixby to Killian, re Lower
5                Tule River Irrigation DI 
6 9    302       Rosedale Bravo WSD Movement of Funds
7
8 PX   PAGE      DESCRIPTION
9 421  352       Sustainability of Central Valley Project

10 (Page 44)      Power, May 11 2016 Reclamation Internal
11                Workshop Document (Page 6)
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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2
3 NORTHERN CALIFORNIA POWER     )

4 AGENCY, et al.,               )

5              Plaintiffs,      )

6     vs.                       ) No. 14-817C

7 THE UNITED STATES,            )

8              Defendant.       )

9
10
11                     Courtroom 15

12            Phillip Burton U.S. Courthouse

13                450 Golden Gate Avenue

14               San Francisco, California

15              Thursday, January 18, 2018

16                       9:32 a.m.

17                    Trial Volume 3

18
19
20        BEFORE:  THE HONORABLE THOMAS C. WHEELER

21
22
23
24
25 Vicki Haines, CSR No. 5995

501

1 APPEARANCES
2
3 ON BEHALF OF THE PLAINTIFFS:
4     DAVID T. RALSTON, JR., ESQ.
5     FRANK S. MURRAY, ESQ.
6     KRISTA NUNEZ, ESQ.
7     FOLEY & LARDNER LLP
8     3000 K Street, N.W., Suite 600
9     Washington, D.C. 20007-5143

10     (202) 295-4097
11     dralston@foley.com
12     fmurray@foley.com
13
14     JANE LUCKHARDT, ESQ.
15     General Counsel
16     Northern California Power Agency
17     651 Commerce Drive
18     Roseville, CA  95678-6411
19
20
21
22
23
24
25

502

1 APPEARANCES (Continued):
2
3 ON BEHALF OF THE DEFENDANT:
4     P. DAVIS OLIVER, ESQ.
5     SOSUN BAE, ESQ.
6     ASHLEY AKERS, ESQ.
7     ALEXANDER HAAS, ESQ.
8     U.S. Department of Justice
9     Commercial Litigation Branch

10     1100 L Street, NW
11     Washington, D.C.  20530
12     (202) 305-7568
13     p.davis.oliver@usdoj.gov
14     sosun.bae@usdoj.gov
15
16
17
18
19
20
21
22
23
24
25

503
1                       I N D E X

2
3 Witness:        Direct:  Cross:  Redirect:  Recross:

4 D. MOONEY

5 (Rule 611)
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7     (Continued)

8     Mr. Oliver     614     574                   692

9
10 A. WOLFE

11     Mr. Murray     697
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13
14                    E X H I B I T S
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16 Note:  All exhibits were premarked and admitted into

17 evidence prior to trial unless otherwise indicated

18 below.
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504

1                 P R O C E E D I N G S
2                 -    -    -    -    -
3          (Proceeding called to order, 9:32 a.m.)
4          THE CLERK:  All rise.  The United States
5 Court of Federal Claims is now in session.  The
6 Honorable Thomas C. Wheeler presiding.
7          THE COURT:  Good morning.
8          ALL COUNSEL:  Good morning.
9          THE COURT:  You may be seated.

10          All right.  We're on the record for day
11 three of our trial in Northern California Power
12 Agency versus the United States.
13          Are there any preliminary matters before we
14 get started this morning?  I do have, by the way, a
15 bench memo that plaintiffs submitted regarding the
16 admissibility of the deposition of Dr. Mooney.  I
17 take it you've seen that, Mr. Oliver?
18          MR. OLIVER:  I have received it about five
19 minutes ago, yes, I've seen it.
20          THE COURT:  Okay.  Have you had a chance to
21 read it?
22          MR. OLIVER:  I reviewed it very quickly,
23 but yes.
24          THE COURT:  Is there anything we need to
25 discuss about it?

505

1          MR. OLIVER:  Yes, Your Honor.  I'm not
2 certain if the witness should be part of this.
3          THE COURT:  Yeah.  Thanks for your
4 patience, Dr. Mooney.  We'll be with you shortly.
5          THE WITNESS:  No problem.
6          (Dr. Mooney exits proceedings)
7          MR. OLIVER:  If I may approach, Your Honor.
8          THE COURT:  Yes.
9          By the way, Mr. Ralston, you'll want to go

10 ahead and file your bench memo on our CM/ECF system
11 with the Court.
12          MR. RALSTON:  Yes, Your Honor.
13          THE COURT:  Go ahead, Mr. Oliver.
14          MR. OLIVER:  The government's position is
15 that because there are parts of the 30(b)(6)
16 transcript which contain testimony in Dr. Mooney's
17 personal capacity and because I tried to work out a
18 deal, an agreement with Mr. Ralston prior to this
19 testimony, anticipating that there was going to be
20 both personal and 30(b)(6), that we just split the
21 transcripts.  End 30(b)(6) and have a separate
22 transcript for personal, which is my practice, it's
23 what I do when we combine the two to make it clean,
24 but that's not what happened.
25          My suggestion to the Court is that we do

506

1 designations, if he wants to designate portions of
2 the 30(b)(6) transcript that he wants to use, be
3 admissible, that's fine, we can do
4 counter-designations.  And so our proposal is to
5 proceed that way rather than having the entire
6 30(b)(6) transcript admitted in whole.
7          THE COURT:  Approximately how much of the
8 transcript is Rule 30(b)(6) and how much is in his
9 individual capacity, would you say?

10          MR. OLIVER:  I don't have the percentages,
11 but, I mean, I would say that the vast majority of
12 the transcript is probably 30(b)(6), but I don't
13 have a percentage.  I'd have to go through line by
14 line.  I haven't done that, Your Honor.
15          THE COURT:  If it's mostly Rule 30(b)(6),
16 I'm not sure it's worth the effort to really go
17 through and make the distinction you're suggesting.
18 I haven't seen the deposition.  I think I have a
19 copy of it, but I haven't read it.  That's just my
20 initial reaction.
21          MR. OLIVER:  Well, we would reserve the
22 right to object to those portions that come in as
23 not being 30(b)(6) testimony.
24          THE COURT:  All right.  Mr. Ralston, do you
25 have any response?

507

1          MR. RALSTON:  Your Honor, thank you.  As
2 indicated in the bench memo, we did review the
3 transcript last evening, and there was only one
4 objection as to out of scope.  It was lodged, and it
5 didn't involve this section.  So we submit the
6 entire transcript ought to come in under Rule 32 and
7 FRE 801, and I would say beyond simply the issue of
8 yesterday that, to some extent, there are issues
9 raised about a number of aspects of -- of

10 Dr. Mooney's testimony to which the deposition would
11 be relevant as substantive evidence.
12          Beyond the admission, Your Honor, I thought
13 it would be helpful to the Court and the parties, if
14 the Court would indulge me a few minutes in terms of
15 where we find ourselves and the scope of the
16 examination on the issue so that as to -- by virtue
17 of vetting this issue in advance of us doing it, we
18 won't have to go quite through the objection process
19 in doing it in front of the witness, so we can
20 perhaps get the ground rules established in advance,
21 if the Court would entertain that.
22          THE COURT:  I'm presuming that you will
23 have some additional examination of Dr. Mooney about
24 the circumstances in which he received guidance from
25 counsel on the government side.
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508

1          MR. RALSTON:  I do, Your Honor.
2          THE COURT:  For example, just for the sake
3 of the record, I would like to know, if he can help
4 us, when this discussion was held, was it in person
5 or on the telephone, who all was present.  I'd like
6 to know whether anyone from the Department of the
7 Interior ever told him before this discussion that
8 he was interpreting the statute incorrectly, because
9 if there's a long history of doing things one way

10 and they suddenly came to a different approach after
11 the lawsuit was filed, well, that may be instructive
12 in our final resolution of the matter.
13          MR. RALSTON:  Yes, Your Honor.
14          THE COURT:  I'll leave that to you.
15          MR. RALSTON:  You anticipated a number of
16 the questions that I had -- that I will have.
17          I am sensitive to counsel's concern of the
18 attorney-client privilege issue, and I'm going to
19 try to, where possible, avoid that element of it so
20 that we're not going beyond that, but each of the
21 points the Court made I think are exactly the ones
22 we would focus on.
23          THE COURT:  Okay.
24          MR. RALSTON:  With that, Your Honor, I'm
25 ready to proceed.

509

1          THE COURT:  All right.  Do you have
2 anything further?
3          MR. OLIVER:  Absolutely, Your Honor.
4          THE COURT:  Okay.
5          MR. OLIVER:  Mr. Ralston, I think, is
6 conflating two issues in his remarks.  He's
7 conflating how Reclamation implemented the statute,
8 right, from 1992 to the present versus how the
9 program manager answered a particular question on

10 how he interpreted the meaning of one particular
11 section of that statute.  And so, you know,
12 communications between Dr. Mooney -- or any attorney
13 communications between Dr. Mooney and lawyers as to
14 what the legal statutory construction of the statute
15 is is privileged.
16          Now, discussions as to how the program
17 manager intends and understands how the statute
18 should be implemented, that's a factual question and
19 it's fair game to ask:  Well, did your
20 implementation before the deposition and after the
21 deposition, is that the same, is it different?  Fair
22 question, which that will come out.  But the idea
23 that exploration as to legal discussions on how the
24 statute should be interpreted between agency
25 counsel, like he said, they took place between

510

1 agency counsel and Dr. Mooney.  I think there's no
2 question that that intrudes upon the privilege that
3 applies between the Bureau of Reclamation and its
4 attorneys.
5          THE COURT:  All right.  Can you remind me,
6 what is the exhibit number of his deposition?
7          MR. RALSTON:  12, Your Honor, Plaintiffs'
8 Exhibit 12.
9          THE COURT:  Well, based on the arguments of

10 counsel and having looked at the bench memo this
11 morning, I'm going to admit into evidence the entire
12 deposition of Plaintiffs' Exhibit 12, based on a
13 rather clear reading of Rule 32(a)(3) of the Court
14 of Federal Claims as well as Federal Rule of
15 Evidence of 801(b)(2) concerning statements of an
16 opposing party.  So the entire document will be
17 admitted into evidence.
18          (Plaintiffs' Exhibit No. 12 was
19          admitted into Evidence.)
20          THE COURT:  Will one of you invite
21 Dr. Mooney back into the courtroom, please?
22          MR. OLIVER:  Yes, Your Honor.
23          THE COURT:  Thank you for your patience,
24 Dr. Mooney.  You may be seated at the witness stand.
25          (Dr. Mooney resumes the stand.)

511

1          THE COURT:  Do you understand that you're
2 still under oath in these proceedings?
3          THE WITNESS:  Yes, I do.
4          THE COURT:  Okay.  Let's go ahead.
5          Mr. Ralston.
6          MR. RALSTON:  Thank you, Your Honor.
7 BY MR. RALSTON:
8      Q   Good morning, Dr. Mooney.
9      A   Good morning.

10      Q   My first question is that since we
11 adjourned our proceeding yesterday, have you
12 discussed your testimony with anyone?
13      A   No, I have not.
14      Q   Let me return to the discussion we had
15 yesterday concerning your change in position with
16 respect to the status of the proportionality
17 limitation.
18          And you testified that that change occurred
19 during or as a result of a phone call that you had
20 with counsel, correct?
21      A   I'm not sure if it was a -- I think it was
22 a phone call.
23      Q   All right.  Do you -- what was the -- was
24 it a call or was it a meeting?
25      A   I don't recall.
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1      Q   You were here in Sacramento?
2      A   I was here in Sacramento.
3      Q   And what was the date of the call?
4      A   It would have been after I reviewed the --
5 I think it's called the pretrial filing where I
6 provided some comments, so I believe that was -- I'm
7 not sure exactly, but I think it would have been two
8 or three weeks ago.
9      Q   So approximately mid to late December of

10 2017?
11      A   Probably more early January.  I'm not sure
12 exactly when I reviewed the pretrial briefings.
13      Q   So January of 2018?
14      A   I'm not sure.
15      Q   This month?
16          So either December or January?
17      A   Correct.
18      Q   Was there just one call or meeting or more
19 than one?
20      A   I believe we discussed it in one call or
21 meeting.
22      Q   And do you remember the approximate time of
23 day of the call or meeting?
24      A   No, I do not.
25      Q   And besides you who else was on the call?

513

1 And I want you to answer with respect to first
2 non-lawyers, those persons who are not lawyers who
3 were on the call.
4      A   I'm not sure if it was a call or in person,
5 but I don't remember anybody other than the counsel.
6      Q   All right.  Was counsel with you in person
7 in Sacramento at the call?
8      A   I'm sorry, it's been a very busy first part
9 of the year.  I -- I don't remember.

10      Q   Were there any other personnel on the phone
11 call from the Bureau of Reclamation?
12      A   I'm sorry, I really don't remember.
13      Q   Were there any other personnel on the phone
14 call from Western?
15      A   I don't believe we were meeting with
16 Western at the time.
17      Q   That wasn't my question.  Were there any
18 personnel from Western on the phone call
19 specifically?
20      A   I don't recall the specifics.  I don't
21 think there was anybody from Western.
22      Q   Did you initiate the phone call?
23      A   I think I may have.  I'm not -- I'm sorry,
24 I'm just not sure.
25      Q   You don't remember?

514

1      A   I don't remember.
2      Q   Did you call from your office?
3      A   I don't remember.  It was over the holidays
4 so I might have been teleworking.  I don't remember.
5      Q   Did you use your cell phone?
6      A   Probably.
7      Q   You probably did.
8          And you don't have any other recollection
9 as to the details of that call on the issue of

10 import to this case?
11      A   In terms of attendance, time, and location,
12 I don't remember.
13      Q   Were there any calls subsequent to that
14 call or meeting concerning this topic, meaning the
15 change of your testimony?
16      A   For -- we had the preparation work for the
17 testimony.
18      Q   And was the topic of the call, namely, the
19 change in your position discussed then?
20      A   No.  We walked through the potential
21 question that could be asked.
22      Q   You said you reviewed some pretrial filings
23 in this case.  Did you review the pretrial filings
24 of the plaintiffs?
25      A   I remember skimming them, but I don't

515

1 remember reading them in detail.
2      Q   Did you review the pretrial filings of the
3 defendant?
4      A   Yes, I did.
5      Q   And it was those filings that you were
6 calling about?
7      A   Suggested edits to those filings.
8      Q   Was counsel from the Mid-Pacific Region of
9 Bureau of Reclamation on the call with you?

10      A   I'm not sure.
11      Q   Are you sure who answered the call when you
12 made it, if you made it?
13      A   I know I had a discussion with Department
14 of Justice.
15      Q   Prior to that phone call, did anyone at the
16 Bureau of Reclamation tell you that your position in
17 your deposition testimony on the proportionality
18 limitation was incorrect?
19      A   Not that I know of.
20      Q   Prior to that phone call, did anyone at the
21 Department of Interior tell you that your deposition
22 testimony on the proportionality limitation was
23 incorrect?
24      A   No.
25      Q   And until that phone call your deposition
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1 testimony on the proportionality limitation was
2 unchanged?
3      A   Correct.
4      Q   And your deposition, as we reviewed
5 yesterday, was under Rule 30(b)(6) which you were
6 the designated witness on the issue of the
7 implementation of section 3407 by the Bureau of
8 Reclamation, correct?
9      A   That's correct.

10      Q   Since that phone call, have you discussed
11 the change in your position with Ms. Trujillo-Bixby?
12      A   No, I have not.
13      Q   Have you discussed it with Autumn Wolfe?
14      A   No, I have not.
15      Q   Have you discussed it with David Murillo?
16      A   No, I have not.
17      Q   Have you discussed it with Heather Lindell?
18      A   I think I may have.
19      Q   And what did you share with Ms. Lindell
20 about this?
21      A   I think it would have been a conversation
22 in passing probably that -- that the much stronger
23 reason for how we came to this practice.
24      Q   And besides Ms. Lindell, Mr. Woodley?
25      A   I have not.

517

1      Q   Anyone else?
2      A   No.
3      Q   Let's return to your conversation with
4 Ms. Lindell.  Did you inform her you had changed
5 your position from your deposition testimony?
6      A   We did not discuss my deposition testimony.
7      Q   Was she aware of your deposition testimony?
8      A   I don't know.
9      Q   Was she aware that there was a change from

10 your position?
11      A   I don't know.
12      Q   Did you tell her you had changed your
13 position to the supposedly stronger argument?
14      A   No.
15      Q   And what was Ms. Lindell's response?
16      A   I don't recall a response.
17      Q   She didn't respond when you told her that
18 you had discovered a much stronger position with
19 respect to the main issue in this case?
20          MR. OLIVER:  Objection.  Argumentative and
21 asked and answered.
22          THE COURT:  Overruled.
23          THE WITNESS:  So I'm not a lawyer.  All I
24 can do is implement what I've been told is the
25 Reclamation's position.

518

1 BY MR. RALSTON:
2      Q   Dr. Mooney, my question is quite different.
3 You're telling this Court that Ms. Lindell had no
4 response when you informed her that you had
5 determined there was a much stronger position with
6 respect to the defendant's case?
7      A   I don't recall.
8      Q   You don't recall if she responded at all?
9      A   I don't recall what she responded with.

10      Q   Did you discuss it with her subsequently?
11      A   No.
12      Q   You characterized it as a, quote, "much
13 stronger position."  What caused you to come to the
14 conclusion that it was, quote, "a much stronger
15 position"?
16          MR. OLIVER:  Objection.  Mischaracterizes
17 testimony.
18          THE COURT:  Overruled.
19          THE WITNESS:  I thought that it provided
20 even more weight to why proportionality is
21 subordinate to the direction to collect 50 million.
22 BY MR. RALSTON:
23      Q   And, thus, effectively determining that
24 your prior testimony on that point was less
25 persuasive, correct?

519

1      A   My prior testimony on which provisions
2 limit the total amount versus which provisions
3 provide allocation I still believe is valid.
4      Q   No.  Your testimony that the
5 proportionality limitation of section 3407(d) is not
6 a limitation to which 3407(c)(2) 50 million is
7 subject, that's the testimony at issue, sir, as you
8 know.
9      A   I believe multiple times during my

10 testimony I identified that proportionality is
11 subordinate to the direction to collect 50 million.
12      Q   You did during your deposition testimony.
13      A   And we also referred to it as a
14 proportionality provision and not a limitation.
15      Q   And your trial testimony changed from that
16 position, didn't it?
17      A   I think my trial testimony yesterday is
18 more consistent with my explanation of how
19 Reclamation implements it.
20      Q   Your trial testimony changed from your
21 deposition testimony, didn't it?
22      A   Yes, it did.
23      Q   And the change is because you thought the
24 new trial testimony position was a stronger position
25 than the one you had testified about in your
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1 deposition, correct?
2      A   I changed because I realized that when you
3 had used the term limitation it meant something that
4 reduces the 50 million, and it is not something that
5 Reclamation has implemented to reduce the 50
6 million.
7      Q   My question is simple:  Your new position
8 indicates your old position was not as persuasive as
9 your new position, correct?

10      A   My statement now is that I understand it as
11 not a limitation on the direction to collect 50
12 million.
13      Q   Which you think is a stronger position than
14 the position you previously took?
15      A   I think it is a more clear articulation of
16 why Reclamation considered proportionality
17 subordinate.
18      Q   I'm not trying to put words in your mouth,
19 Doctor.  You said in your conversation with
20 Ms. Lindell that it was a stronger position.  Is
21 that your testimony or not?
22      A   In my conversation I thought it was a
23 stronger position.
24      Q   Stronger position than the one you had
25 taken at your deposition testimony, correct?

521

1      A   I thought my deposition testimony was not
2 as clear as it could have been.
3      Q   And was weaker than the position you have
4 now adopted, correct?
5      A   Correct.
6      Q   Thank you.
7          Your Honor, I think that covers all the
8 points I have on this issue.
9          THE COURT:  All right.  Do you want to stop

10 or proceed?
11          MR. RALSTON:  I have some more to proceed
12 on.  In case counsel wanted --
13          THE COURT:  Why don't you proceed with your
14 examination.
15          MR. RALSTON:  All right.  Fine
16 BY MR. RALSTON:
17      Q   Let's return to Plaintiffs' Exhibit 340 at
18 page eight.
19          Dr. Mooney, we were discussing at page
20 eight the provision in the third box, 3407(d)(1),
21 and you had identified that as one of the
22 limitations to which the 50 million supposed
23 obligation in 3407(c)(2) is subject.  Is that
24 correct or not?
25      A   That is a reduction to the

522

1 mitigation-restoration payment in obtaining the 50
2 million.
3      Q   So is the 50 million in 3407(c)(2) subject
4 to 3407(d)(1)?
5      A   That is how we would obtain the 50 million.
6      Q   Is it a limitation or not?
7      A   It's a limitation on the mitigation and
8 restoration payment.
9      Q   And that is consistent with your new

10 testimony or your prior testimony, which?  Do you
11 know?
12      A   I believe it would be consistent with both
13 as to how we implement.
14      Q   With both, all right.  So it's a limitation
15 under your 30(b)(6) deposition testimony position
16 and under your trial position, correct?
17      A   Correct.
18      Q   So if you would examine the language in the
19 third box of 3407(d)(1), and if you review it, and
20 take your time, see if you can find in that
21 provision the term "provided."
22      A   I do not see the term "provided."
23      Q   See if you can find the term "provided
24 further"?
25      A   I do not see the term "provided further."

523

1      Q   Neither of those terms are in that section
2 of the statute, are they?
3      A   It is not.
4      Q   Yet, nonetheless, it's your testimony that
5 3407(d)(1) is a limitation to which 3407(c)(2) 50
6 million is subject?
7          MR. OLIVER:  Objection.  That
8 mischaracterizes the testimony.
9          THE COURT:  Overruled.

10          THE WITNESS:  I think it is one of the
11 elements of the law that we implement that would
12 reduce the mitigation-restoration payments, but it
13 would not reduce the 50 million.
14 BY MR. RALSTON:
15      Q   My question is simply:  Is 3407(c)(2)
16 subject to 3407(d)(1) even though it doesn't have
17 the term "provided" in it?
18          MR. OLIVER:  And I'll just have an
19 objection.  All this is legal conclusions.  These
20 are all clearly legal conclusions, statutory
21 construction.
22          THE COURT:  I'm going to overrule those
23 objections because this is the 30(b)(6)
24 representative on the subject, and he's the one
25 person who is responsible for implementing the
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1 program from the Bureau of Reclamation, so we're
2 going to have to live with that.
3          MR. OLIVER:  That's fair.  Can I make one
4 more comment just in response, Your Honor.
5          He's the 30(b)(6) with regard to
6 implementing the program, and this is not testimony
7 regarding implementation.
8          THE COURT:  He's a very knowledgeable
9 person on the whole subject matter.  That's where

10 I'm coming from on this.
11 BY MR. RALSTON:
12      Q   So you may answer.
13      A   We would view this provision to reduce the
14 mitigation-restoration payment.
15      Q   Therefore, 3407(d) -- sorry -- 3407(c)(2),
16 the 50 million requirement is subject to 3407(d)(1)
17 even though it does not include the term "provided"?
18      A   I don't think connecting those two is a
19 proper way to describe how Reclamation implements
20 this provision.
21      Q   Connecting meaning the two sections?
22      A   So there is nothing within 3407(d)(1) that
23 would reduce the 50 million in payments that we're
24 supposed to obtain.  The 3407(d)(1) would reduce the
25 mitigation and restoration payments we would assess.

525

1      Q   And all the other payments if you went over
2 50 million, right?
3      A   The only payment that would reduce would be
4 the mitigation and restoration payment.
5      Q   And the mitigation and restoration payments
6 are established by 3407(c)(1), aren't they?
7      A   Correct.
8      Q   So, therefore, 3407(c) is subject to
9 3407(d)(1)?

10      A   I would say that yes, it is.
11      Q   And that's the case even though it doesn't
12 have the term "provided" in 3407(d)(1)?
13      A   There's no term "provided" in this
14 paragraph.
15      Q   And that's the same answer even though it
16 doesn't have the term "provided further" in that
17 paragraph, correct?
18      A   There is no term "provided further" in that
19 paragraph.
20      Q   Let's turn to 3407(d)(2)(a), the municipal
21 and industrial surcharge, which is on Plaintiffs'
22 Exhibit 340/9, the third box down 340/9.
23          Now, we can bring back up your testimony
24 from the deposition.  You previously did not
25 identify this as a limitation to which 3407(c)(2) is

526

1 subject.  Is it or is it not a limitation to which
2 the 3407(c)(2) 50 million is subject?
3      A   I believe we implement this as one of the
4 tools to achieve 50 million.
5      Q   Is it a limitation to which 3407(c)(2) 50
6 million is subject is my question?
7      A   I believe it is one of the tools for
8 achieving 50 million.
9      Q   Is it a limitation, sir?

10      A   It does not reduce the mitigation and
11 restoration charges unless it would exceed or
12 contribute to exceeding the non-discretionary
13 charges.
14      Q   And, therefore, you do not consider it a
15 limitation?
16      A   I would consider it, if it exceeded, it
17 would reduce -- it, in combination with the other
18 fees, exceeded the -- it would cause us to exceed 50
19 million; it would reduce the mitigation and
20 restoration charges.
21      Q   And then let's go to 340/10, and the second
22 box we have the proportionality limitation.  And
23 this is the provision that you previously described
24 as being a limitation subject to 3407 -- to which
25 3407(c)(2) is subject, correct?

527

1      A   We also described it during my deposition
2 testimony as just a provision, and we also
3 identified this is one of the provisions that
4 addresses allocation, not a reduction in payment.
5      Q   All right.  Let's go to your deposition
6 transcript at page 67.  Let's go back one page.  One
7 more page, please.  And let's walk through this,
8 Doctor, so we can very clearly understand what your
9 testimony used to be.  Let's begin at line 11 where

10 I asked you:
11          "And I want to go through the limitations
12 in subsection (d).  That's what I'm turning to now."
13          And you said:  "Okay.
14          "The first limitation, if you want to get a
15 copy of the statute there, is that the mitigation
16 and restoration charges are limited, shall not
17 exceed 30 million, October 1992 price levels, on a
18 three-year rolling average basis, correct?"
19          And you see your answer was:  "That's the
20 second limitation."
21          And I asked:  "And the first one is?"
22          And you responded:  "Paragraph(d)(1)."
23          So let's go back Plaintiffs' Exhibit 340/8,
24 third box.  Isn't that the very (d)(1) provision we
25 were just discussing here?
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1      A   Yes, it is.
2      Q   So let's go back to your deposition
3 transcript.  And there not only did you call it a
4 limitation, you corrected me, you told me it was a
5 limitation, didn't you?
6      A   Yes, I did.
7      Q   So I said:  "(d)(1).  All right.  And
8 (d)(1) is the requirement that the estimate be
9 reduced on a proportionate basis.  Is that the one

10 you're referring to?"
11          And you said:  "Correct."
12          Next page.
13          All right.  Then let's turn to the first
14 one.  Let's turn to (d)(1).  And we went through
15 that.
16          Then we turn to the second one, which is
17 that mitigation and restoration charges shall not
18 exceed 30 million.  That's down at line 21.
19          And you said:  "Correct."
20          And then I asked you:  "And then the third
21 limitation is that such additional annual payments
22 shall be allocated not to exceed the $6 per
23 acre-foot for agricultural water, irrigation, and
24 $12 per acre-foot for municipal and industrial water
25 sold and delivered, correct?"

529

1          You said:  "Correct."
2          That's the third one.  Then we go the
3 ability-to-pay limitation.
4          Correct.
5          We'll call that number four.  And the fifth
6 would be the reduction to 50 million.
7          You agreed:  Correct.
8          We finally talked in line 14 about the
9 sixth limitation is the mitigation and restoration

10 payment, the proportionality limitation.  Correct?
11 On your transcript?
12      A   Oh.  Yes, you were reading the transcript
13 correctly.
14      Q   And we finished with at line 22:
15          "So we have a total of six limitations in
16 3407(d).  Agreed?"
17          And what was your response at line 24?
18      A   "Agreed."
19      Q   There were six limitations including (d)(1)
20 then, weren't there?
21      A   Yes, there were.
22      Q   And you didn't include the 3407(d) M&I
23 surcharge as a limitation then, did you?
24      A   I did not.
25      Q   Now, in your deposition testimony -- I'll

530

1 rephrase that, I'm sorry.
2          Under your prior position, the only reason
3 that the proportionality limitation is subordinate
4 to the 50 million obligation is the, quote,
5 "caveat," close quote, of the greatest degree
6 practicable in the proportionality limitation,
7 correct?
8      A   So I think we were using the word
9 "limitation" in two different ways when we were

10 going through the testimony that we later clarified
11 through subsequent discussion.  And at the time I
12 believed it was to the greatest degree practicable
13 that made proportionality subordinate to the
14 direction to collect 50 million.
15      Q   Well, let's go to your deposition
16 transcript, page 75, so we make clear what your
17 prior position used to be.  Lines 1 through 12.
18          And you were asked at 7:  So you're
19 testifying that the Bureau is of the position that
20 because of the greatest degree practicable term in
21 that section, that, therefore, the proportionality
22 limitation becomes subordinate to the charge to
23 collect 50 million.
24      A   Yes.
25      Q   That was your testimony?

531

1      A   That was my testimony.
2      Q   That was your position then, right?
3      A   Yes, it was.
4      Q   If the term "to the greatest degree
5 practicable" were deleted under your prior position,
6 the limitation on the proportionality would become
7 absolute, wouldn't it?
8      A   I believe so.
9      Q   That was your position then, wasn't it?

10      A   Yes, it was.
11      Q   Let's briefly go back to your memorandum of
12 340/8.  And let's turn to the provision with respect
13 to the limitation on $30 million.  And that is in
14 box -- next to last box.
15          Now, this $30 million limit has been in the
16 statute since its beginning, hasn't it?
17      A   Which version of the statute?
18      Q   The original version of the statute has had
19 the 3407(d)(2)(a) provision concerning the
20 $30 million on M&R charges, right?
21      A   Are you referring to the statute as passed
22 or --
23      Q   Yes.
24      A   As passed, yes.
25      Q   And it's been Reclamation's position that
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1 that $30 million limit becomes a requirement unless
2 non-M&R charges exceed 20 million, right?
3      A   We were required to achieve 50 million;
4 therefore, we must maximize the 30 million.
5      Q   And the only way that the $30 million
6 wouldn't be a requirement under Reclamation's
7 position is if the non-M&R charges exceeded 20
8 million, right?
9      A   Or if there was no need for the money or if

10 completion reduced the ceiling.
11      Q   Fair enough, got that.  But the primary
12 point is M&R charges had to go over 20 million in
13 order to get below the 30 million?
14      A   Under today's conditions, yes.
15      Q   And the restoration fund has never
16 collected more than 20 million in non-M&R charges,
17 has it?
18      A   Not in a single year.
19      Q   And it has no likelihood in the foreseeable
20 future that it will, does it?
21      A   That would be unlikely.
22      Q   But the $30 million limit, that we just
23 reviewed and you testified, has been in the statute
24 since its enactment, hasn't it?
25      A   Yes, it has.

533

1      Q   So, obviously, the statute anticipated that
2 M&R charges -- I'm sorry -- non-M&R payments could
3 be less than 20 million because, otherwise, the
4 $30 million limit would be meaningless, wouldn't it?
5      A   I would agree the $30 million limit would
6 be meaningless if those other charges were greater
7 than 20 million.
8      Q   So the circumstance that the non-M&R
9 charges were less than 20 million has been dealt

10 with in the statute since day one, hasn't it?
11      A   In terms of?
12      Q   The $30 million limit.
13      A   The $30 million limit has been in the
14 statute since day one.
15      Q   You wouldn't need the $30 million limit if
16 non-M&R charges went over 20 million, would you?
17      A   I would have to think about that.  It seems
18 like the $30 million limit may be -- may be
19 necessary to provide a cap on power -- no, never
20 mind.  I can't think of a scenario where it would be
21 implemented.
22      Q   Meaning, for clarity, that if non-M&R
23 charges were over 20 million, then the $30 million
24 ceiling wouldn't be needed, would it?
25      A   That would not be -- in every year?  Can

534

1 you paint a more complete scenario for me, please?
2      Q   We'll take any one fiscal year.  The
3 ceiling of 30 million only becomes implicated when
4 non-M&R charges are less than 20 million, right?
5      A   On a three-year rolling average?
6      Q   On a three-year rolling average, right.
7      A   Correct.
8      Q   Right.  So the only time the $30 million
9 limit is relevant is if non-M&R charges are lower

10 than $20 million on that three-year rolling average,
11 right?
12      A   Correct.
13      Q   So the statute has anticipated from day one
14 the circumstance that non-M&R charges would be lower
15 than 20 million on a three-year rolling average
16 basis, hasn't it?
17      A   The statute provides for when
18 non-discretionary charges are less than 20 million.
19      Q   Let's turn to the determination of the
20 proportionality limit.  It is a mathematical
21 calculation, correct?
22      A   Can we call it proportionality provision?
23      Q   Provision.  We'll let you call it the
24 proportionality provision.
25      A   Okay.

535

1      Q   The proportionality provision is a
2 mathematical calculation, isn't it?
3      A   Yes, it is.
4      Q   And if three numbers are known in a fiscal
5 year, then the proportionate amount of M&R charges
6 for CVP power contractors can be calculated knowing
7 just three items.  I'm going to go through them.
8 First, the M&R fund collections from CVP water
9 contractors.  Two, the CVP repayment allocation for

10 irrigation contractors.  And, three, the CVP
11 repayment allocation for municipal and industrial
12 water contractors, correct?
13      A   That's correct.
14      Q   So if you know those three data points, you
15 could determine the proportionality provision in
16 that fiscal year applicable to CVP power
17 contractors, right?
18      A   As long as we have the ten-year rolling
19 average.
20      Q   Subject to the ten-year rolling average,
21 yes.  Correct?
22      A   Correct.
23      Q   And there are just two reasons why
24 Reclamation cannot, quote, "compute," close quote,
25 exact proportionality when imposing the mitigation

A291

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 293 of 601



Trial
Northern California Power Agency v. USA 1/18/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

10 (Pages 536 to 539)

536

1 and restoration fund charge, and those are, one,
2 estimated water deliveries in the fiscal year and,
3 two, knowing the respective repayment allocation on
4 a ten-year rolling average basis, right?
5      A   Correct.
6      Q   Let's go to Plaintiffs' Exhibit 281.
7          Reclamation has done feasibility studies in
8 which the proportionality limit has been applied and
9 analyzed, hasn't it?

10      A   In what sense are you using the term
11 "feasibility study"?
12      Q   Well, I'm just looking at 281 is a
13 memorandum from Ms. Thomson to the commissioner
14 analyzing the impact of imposing the repayment
15 allocation at the 2, 3, 5, and 10 percent basis,
16 right?
17      A   We have done these calculations.  We would
18 not consider this a feasibility study.
19      Q   All right.  Let me ask you about the term
20 "target allocation."  Are you familiar with that
21 term from the revised interim guidelines?
22      A   Yes, I am.
23      Q   And the target allocation refers to the
24 allocation to CVP water and power based on their
25 respective repayment allocations, right?
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1      A   I would have to refer to the exact
2 definition in the document.
3      Q   Fair enough.  Does my description seem
4 petty close to it?
5      A   Seems consistent.
6      Q   All right.  Does Reclamation -- Reclamation
7 does not calculate the target allocation each year
8 because it hasn't had to calculate it, correct?
9      A   We know that the target allocation would

10 not modify the mitigation and restoration payments.
11      Q   And, therefore, you don't even bother
12 calculating it, do you?
13      A   That's correct.
14      Q   Let's turn to --
15      A   Actually, I need to clarify.  If they do
16 calculate it, it was not shared with me when I was
17 the program manager.
18      Q   I'm sorry.  Say that again.
19      A   I may not be aware of what calculations all
20 go on within the finance division, but to my
21 knowledge, there was no target allocation shared
22 with me in my capacity as the program manager.
23      Q   Understood.  And you didn't calculate it?
24      A   I did not.
25      Q   Let's go to Plaintiffs' Exhibit 265.  And I
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1 just want to focus on that --
2      A   Mine is blank.
3      Q   It should be right in front of you in the
4 screen.  And I just have one question for you.
5          In the second paragraph, it says a report
6 -- and this is, again, from Mr. Murillo who is then
7 deputy commissioner.  And it talks about a current
8 report on the CVPIA contractor financial
9 obligations, impacts, and challenges was released

10 for contractor and contractor association comments
11 and is now being revised based on the comments
12 received.
13          Do you see where I'm referring to?
14      A   Yes, I do.
15      Q   Now, I realize this memo predates your
16 taking the position as restoration fund manager in
17 2013.  My question simply is:  Were you involved in
18 the process of the subsequent comments and revisions
19 with respect to this report?
20      A   I believe I provided comments on one of the
21 chapters.
22      Q   Okay.  Let's go to Plaintiffs' Exhibit 273
23 now.  This is a briefing for Michael Connor who was
24 then the commissioner of Reclamation, yes?
25      A   That's what the memo says.

539

1      Q   All right.  It's April 30th, 2013.  Let's
2 go to the second page.  At the very bottom you'll
3 see "prepared by Katherine Thompson."  Did you know
4 Ms. Thompson?
5      A   Yes, I did.
6      Q   And was she in fact the assistant regional
7 director for business services?
8      A   Yes, she was.
9      Q   Was she a direct report to Mr. Murillo?

10      A   I can't picture the org chart at the time.
11 I know we changed our organization structure
12 recently.
13      Q   All right.  Let's go back to the first
14 page.  And in the fourth paragraph it begins with:
15 "The solicitor's office has advised Reclamation..."
16          If you take a moment and read through the
17 first three sentences of that paragraph.
18      A   Okay.
19      Q   So it states that:  "The solicitor's office
20 has advised Reclamation that annual appropriations
21 language determines whether Reclamation has the
22 discretion to collect less than the full amount of
23 the mitigation payment from CVP contractors."
24          So it was the position of the Mid-Pacific
25 Region at that point, apparently, that it was the
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1 appropriations language that determined whether
2 there was discretion to collect less than the,
3 quote, "full amount," right?
4          MR. OLIVER:  Object.  There's no foundation
5 laid for asking Dr. Mooney about this April 30, 2013
6 memorandum -- there's no foundation that he authored
7 this or received it or involved in its production,
8 so there's no foundation.
9          THE COURT:  I'll let the witness answer if

10 he can.
11          THE WITNESS:  I was not involved in this
12 memo.
13 BY MR. RALSTON:
14      Q   Is that advice that you see in that memo
15 consistent with your understanding when you became
16 the director of the restoration fund in 2013?
17      A   We believe it is the combination of
18 appropriations language and the CVPIA statute
19 itself.
20      Q   So your position would be that the language
21 I just read in Exhibit 273 is wrong?
22      A   There's more to it than that.
23      Q   So Ms. Thompson was at a minimum
24 incomplete?
25      A   Or she was summarizing.

541

1      Q   When she was advising the commissioner of
2 the Bureau of Reclamation?
3      A   I'm not sure who she was specifically
4 advising.
5      Q   Let's go to the top of the document,
6 Doctor.  Doesn't it say:  "Briefing for Michael
7 Connor, Commissioner"?
8      A   Yes, it does.
9      Q   Did you ever have the occasion to meet

10 Michael Connor, the commissioner?
11      A   I don't believe I met him as commissioner.
12      Q   You wrote documents to him as commissioner,
13 didn't you?
14      A   We write documents for meetings that occur,
15 and the titles are given to us.
16      Q   Was Michael Connor the commissioner of the
17 Bureau of Reclamation?
18      A   Yes, he was.
19      Q   Next is Plaintiffs' Exhibit 297.  This is
20 an e-mail from you to Jeffrey Rieker of March 30th
21 of 2014.  Who is Mr. Rieker?
22      A   I'm not sure if he was the special
23 assistant or the D.C. liaison at the time.
24      Q   I'm sorry, who?
25      A   He could have been either the special
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1 assistant in the regional office or the D.C.
2 liaison.
3      Q   So he was in Washington or in Sacramento?
4      A   He was in one of those.
5      Q   All right.  And you copied Ms. Williams and
6 Mr. Woodley and Ms. Bryant.  And if you look in the
7 attachments column or line, you'll see:  Complete
8 draft report, contractor financial obligations,
9 impacts and challenges, 12-31-2012.

10      A   I'm sorry, this says he was a special
11 assistant at the time.
12      Q   Special assistant, all right.
13          And so in the attachment line, is the
14 contractor financial obligations, impacts and
15 challenges report essentially the same one we talked
16 about just a moment ago that you didn't have a
17 direct involvement at that point, but now did?
18      A   This looks like it's an updated version.
19      Q   So you were involved in the updated
20 version?
21      A   I provided comments on one of the chapters.
22      Q   If you turn your attention to paragraph
23 three, take a moment to review that.  And you state
24 there:  We believe we already have the ability to
25 achieve proportionality with changes to our annual
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1 appropriations language and are working with Western
2 on understanding how all the financing might work
3 out and how we might mitigate potential unintended
4 consequences.
5          That was your belief as of March 30th,
6 2014, correct?
7      A   That's correct.
8      Q   Is there any difference between your
9 belief, as stated in paragraph 3 of Exhibit 297, and

10 Ms. Thompson's position in her memorandum to
11 Commissioner Connor in Plaintiffs' Exhibit 273?
12      A   I don't know.
13      Q   Let's compare them.  Let's go to 273 again.
14 Let's see what Ms. Thompson said.  Let's put the
15 language up side by side, paragraph three and the
16 third paragraph in 273.
17          Take a moment and review those and tell us
18 how your paragraph three differs at all from the
19 first sentence of Ms. Thompson's advice to
20 Commissioner Connor?
21          MR. OLIVER:  Same foundation objection as
22 to what someone else wrote, not him.
23          THE COURT:  I'll take his answer.
24          THE WITNESS:  So this may be a case where I
25 had not caught up to where Katherine Thompson's
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1 understanding was.  So we don't -- we have limited
2 ability to influence our annual appropriations
3 language, and so I think that my statement that I
4 thought that we could do something, Katherine
5 Thompson has not identified that we could do
6 something.  It just identifies that annual
7 appropriations language could change our
8 collections.
9      Q   How does that differ from yours?

10      A   In terms of whether Reclamation would be
11 able to change its appropriations language.
12      Q   Help me understand that.  Congress enacts
13 the appropriations language, right?
14      A   Correct.
15      Q   Reclamation doesn't change the
16 appropriations language?  Does it?
17      A   Correct.
18      Q   So what's the difference between your point
19 3 and this again?
20      A   We were exploring whether or not, under my
21 memo, if Reclamation could somehow convince all the
22 different steps up through Congress's appropriations
23 language.  I think that Katherine had not thought
24 through how we might be able to do that or not.  If
25 she had, it was not identified in this memo and
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1 could have been communicated in the discussions in
2 person during that meeting.
3      Q   All right.
4      A   We have page limitations on these memos, so
5 we frequently cut out a huge amount of the
6 background information and we save that for the
7 meeting itself.
8      Q   I'm just talking about your paragraph
9 three, Doctor, but we'll move on.

10          Let's focus just on your paragraph three
11 where you say:  We already have the ability to
12 achieve proportionality changes to our annual
13 appropriations language.
14          Now, by that, did you mean that there is no
15 need to change the CVPIA itself, correct, to
16 accomplish proportionality?
17      A   By that, I meant if Congress sends
18 different appropriations language -- passed
19 different appropriations language, that would modify
20 our collection.  That was my understanding at the
21 time.
22      Q   And permit you to apply for
23 proportionality, right?
24      A   We would follow what the change in
25 appropriations looked like.
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1      Q   And, therefore, the appropriations language
2 would control over the CVPIA, right?
3      A   I would have to know what specific
4 appropriations language you're proposing, and I
5 would probably would go to my solicitors to
6 understand the consequences.
7      Q   I'm talking about the language that you
8 expressed a belief about, sir, in your memo.  What
9 belief did you have as to the language that you were

10 talking about?
11      A   I believed if Congress passed different
12 appropriations language, that could change what we
13 collected.
14      Q   All right.  So let's go to Exhibit 309, an
15 e-mail from you to Mr. Joseph Larocco of May 6,
16 2014.  Who is Mr. Larocco?
17      A   He was the budget analyst assigned to the
18 CVP restoration fund.
19      Q   And he was in Sacramento or Washington?
20      A   He was in Sacramento.
21      Q   And if you would read the second paragraph
22 that begins with, "Well, we should talk through..."
23          And in the second sentence you state:  "I
24 actually think the current Act could support this
25 interpretation without modification."

547

1          Now, the term "current Act," did you mean
2 the CVPIA?
3      A   I'm looking through --
4      Q   Sure, I'm sorry, take your time.
5      A   I should preface this, I was wrong, but I
6 thought we could try, if that's something the
7 regional director wanted to risk a different party
8 litigating us.
9      Q   We'll get to why you were wrong in a

10 minute.  Let's first get to what you were talking
11 about.
12          Is the "current Act" the CVPIA?
13      A   Yes, it was.
14      Q   And the proposal in the first sentence
15 you're talking about is to apply proportionality to
16 the $50 million ceiling, not actual collection
17 receipts.  So what did you mean by that, the
18 $50 million ceiling?
19      A   I was trying to get to a place where we
20 could understand what power might reasonably have
21 expected to pay under the CVPIA, and I thought that
22 if it at all worked out where we got all the
23 non-discretionary charges as Congress had intended,
24 power could expect to pay a proportional amount of
25 that $50 million indexed.  So I thought that might
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1 be a compromise that may work for power.
2      Q   So you were proposing there to use the
3 $50 million ceiling rather than the $30 million
4 ceiling as the parameter; is that correct?
5      A   I had never proposed using the $30 million
6 ceiling as the parameter.
7      Q   I'll rephrase.
8          So you were proposing to use the
9 $50 million ceiling in lieu of the $30 million

10 ceiling?
11      A   I had never proposed using the $30 million
12 ceiling.
13      Q   I didn't say you did.  I'm saying you used
14 the 50 million instead of the 30.  You were
15 substituting one for the other, weren't you?
16      A   There is no reason to use the $30 million
17 ceiling.  Proportionality is all funds collected
18 under this title, so it would include not just the
19 $30 million mitigation and restoration payments, but
20 also the non-discretionary charges.
21      Q   Doctor, let's return to what you were
22 proposing on May the 6th of 2014.  Were you
23 proposing to apply proportionality to the
24 $50 million ceiling, yes or no?
25      A   Yes, I was.
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1      Q   Yes.  And the current statute, plaintiffs
2 contend, applies to proportionality to water
3 payments, an entirely different concept, right?
4      A   How do you characterize the alternative?
5      Q   I'll go back to what Reclamation does.
6          The current Reclamation approach is the
7 $30 million is an absolute requirement on an
8 inflation-adjusted basis, correct?
9      A   For all practical sense, because we do not

10 get the non-discretionary payments.
11      Q   And you were proposing to apply
12 proportionality using a $50 million ceiling in this
13 proposal, right?
14      A   Correct.
15      Q   And your position was then that the current
16 Act, the CVPIA, could support doing that, correct?
17      A   Correct.
18      Q   Make sure the -- correct, is what you said?
19      A   Yes.
20      Q   You then close with the proposed language,
21 which I take it is the senate language that's being
22 discussed in the e-mail below; is that what you're
23 referring to?
24      A   Yes.
25      Q   "...could potentially support that
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1 interpretation, too, but it would be somewhat
2 disingenuous."
3          Why would it have been disingenuous?
4      A   I think it would have been a stretch.
5      Q   How so?
6      A   That there is probably -- we'd have to try
7 to understand what the senate language was getting
8 to versus whether or not we could say that we just
9 use the 50 million.

10      Q   So it would have been disingenuous for you
11 to take your proposal and try to put it into the
12 senate language?
13      A   The senate language probably was poorly
14 worded, and so it would not have been what we
15 thought the intent might have been behind the senate
16 language.
17      Q   The senate language was poorly worded; is
18 that what you're saying?
19      A   Yes.
20      Q   Let's go to Plaintiffs' Exhibit 341.  This
21 is an e-mail of July the 1st, 2014 from Ms. Bryant
22 to you, "Subject:  Appropriations language."  Take a
23 moment to review that.
24      A   Okay.
25      Q   In the e-mail two paragraphs down, it
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1 begins on Thursday, July 26, 2014, at 10:25 p.m.,
2 you were writing to Brenda.  And it says:  "If this
3 helps when you talk to Bob."
4          Who was the Bob you refer to there?
5      A   That would have been Bob Wolf.
6      Q   And who is Bob Wolf?
7      A   I'm not sure of his exact title.  He's the
8 individual who oversees Reclamation's budget.
9      Q   And this was discussing appropriations

10 language in connection with the budget, I gather?
11      A   Guessing that Brenda was exploring some of
12 the power payment issues.
13      Q   So if you go down towards the bottom of the
14 page, it begins with:  "My assertion to test out Bob
15 would be..."
16          Now, what was the testing out of Bob as you
17 were trying to accomplish?
18      A   I think I would have been checking to see
19 if Bob had the same understanding that we did of
20 these different statements.
21      Q   All right.
22      A   And how that would relate to our
23 requirements under appropriations law in the CVPIA.
24      Q   Go just beneath that to the paragraph
25 numbered 2.  And you say:
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1          Since the appropriation doesn't give us a
2 specific dollar amount, we define the 'full amount
3 of 3407(d),' administratively according to the text
4 of the CVPIA, and that would include:  The
5 $30 million cap, A.  B, limits on per acre-foot
6 charge to Ag and M&I.  And, C, proportionality to
7 the greatest degree practicable, whatever that
8 means.
9          Do you see where I'm referring to?

10      A   Yes, I do.
11      Q   So help us understand.  This proposal that
12 you had or concept is that Reclamation could
13 administratively define the term the "full amount of
14 3407(d)" in the appropriations language?
15      A   This was not a proposal or a concept.
16      Q   Ah, it was an assertion, I guess, an
17 assertion, that's your language right above there.
18 We'll call it your assertion, how's that?
19      A   A test to see if I was correct.
20      Q   Your testing assertion; you comfortable
21 with that term?
22      A   My assertion to check with Bob to see if I
23 was correct.
24      Q   We'll term it your assertion.
25          Your assertion then is:  Since the
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1 appropriation does not give a specific amount,
2 Reclamation could administratively define the term
3 "full amount," quote, unquote, couldn't they?
4      A   According to the text of the CVPIA.
5      Q   And that was your assertion?
6      A   That the full amount would be computed
7 based on the CVPIA.
8      Q   Administratively by Reclamation, right?
9      A   I don't know what you mean -- I don't know

10 what I meant by "administratively," but I know that
11 we compute the full amount by working through what
12 we believe the steps are in the law.
13      Q   Well, who else would do it administratively
14 other than the Bureau of Reclamation?
15      A   The Department of Interior could do it or
16 OMB could do it.
17      Q   Western could do it and you'd get a very
18 different answer, wouldn't you?
19      A   Western?
20      Q   Yes.
21      A   Probably.  Actually, I don't think they
22 could.  They wouldn't know the water deliveries.
23      Q   Reclamation would know that, wouldn't they?
24      A   Yes, we would.
25      Q   Let's go to the next page, 341/2, and right
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1 above your signature line you state:
2          "After our discussion today, I'm kind of
3 looking forward to the inevitable audit."
4          Well, what was your discussion of July 26,
5 2014, -- I'm sorry -- June 26, 2014, with Ms. Bryant
6 that would have generated thoughts of an inevitable
7 audit?
8      A   I don't recall what the specific discussion
9 was, but it looks like we were talking about our

10 appropriations language and our restoration fund
11 collections.
12      Q   Did the inevitable audit ever happen?
13      A   We've been audited -- I think our last
14 audit was Government Accounting Office.
15      Q   Was it on this issue?
16      A   It was on expenditures for the three
17 California water programs.
18      Q   Let's go to 349.  Now, this is a memo from
19 you of September 16, 2014, for the Regional
20 Director's Office, correct?
21      A   Correct.
22      Q   And it's a review of legal options.  And
23 you go down to the first paragraph in "Discussion,"
24 and if you'd look through there.  Tell me when
25 you're finished.

555

1      A   Okay.
2      Q   And you discussed that the modifier, quote,
3 "to the greatest degree practicable," close quote,
4 in section 3407(d)(2)(a) makes proportional
5 collections subordinate to the requirement to
6 collect 50 million under section (c)(2) with no more
7 than 30 million from the mitigation and restoration
8 payment.
9          Was that a correct statement when it was

10 made?
11      A   That was my understanding at the time.
12      Q   You make no mention in that statement
13 concerning "provided" or "provided further" as a
14 requirement for a limitation on the 50 million, do
15 you?
16      A   I do not.
17      Q   Go down to the "Recommendation" section.
18 And I'll say in advance, Doctor, I'm only using the
19 term "recommendation" because that's in your paper.
20 And I recognize that -- do you consider this a
21 recommendation if it has that title?
22      A   We're forced to fill out a specific format
23 for briefing papers, and so recommendation is where
24 we give the -- whoever the decisionmaker is an
25 option to consider accepting or rejecting.  So
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1 frequently that's just something to throw up, and it
2 helps clarify their direction on the issue, so I
3 apologize if that's misleading.  I don't have
4 discretion on the format of these papers.
5      Q   So you use the term "recommendation" even
6 though you're not making a recommendation is your
7 point?
8      A   It's something for the decisionmaker to
9 consider.

10      Q   Utterly disconnected from your view as to
11 whether they should do it or not?
12      A   Sometimes it's consistent with my views.
13 Sometimes it's the larger team.  Sometimes it's the
14 best of the bad.  We have choices.
15      Q   Let's turn to the third sentence of that
16 paragraph where you say:
17          "Depending on handling of the litigation,
18 Reclamation should formally notify stakeholders on
19 the lack of administrative discretion so that
20 customers can pursue legislative avenues."
21          What did you mean by that statement?
22      A   That would have meant that I wasn't sure
23 what the relationship was to litigation or our legal
24 position, but that if we did not have the discretion
25 to do something in order to assist power customers

557

1 we should clearly state that their remedy would be
2 legislation.
3      Q   And at that point, apparently, your view
4 was there was no administrative discretion to
5 interpret the CVPIA to accomplish proportionality,
6 correct?
7      A   Correct.
8      Q   Now, we went over a number of memos
9 previously where you talked about administrative

10 discretion to interpret the CVPIA, right?
11      A   Correct.
12      Q   But now you had concluded there was none,
13 right?
14      A   Correct.
15      Q   September 16, 2014, right?
16      A   Correct.
17      Q   About, what, two weeks after this
18 litigation was filed, correct?
19      A   Correct.
20      Q   Let's turn to the appropriations process
21 briefly.
22          The initial version of each CVPIA
23 appropriations legislation is drafted by the
24 Mid-Pacific Region of Reclamation, right?
25      A   My screen is not on.  Oh, never mind,
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1 sorry.
2      Q   Whatever.  We're not talking about a
3 document.
4          The initial version of the CVPIA
5 appropriations legislation is drafted by the
6 Mid-Pacific Region, correct?
7      A   I don't know who drafted the first version
8 of the appropriations language we used.
9      Q   But it's drafted in the Mid-Pacific Region,

10 isn't it?
11      A   I don't know who provided us the first
12 page.  I know there was a discussion between
13 Reclamation, Interior, and OMB, at some point in
14 time, and we were provided language at that time,
15 and that's what we've used to date.
16      Q   Let's go to your transcript at page 139.
17 Line 17.  You talk about request for the admission,
18 and I asked you at line 23:
19          "Now, isn't it a fact that you actually
20 prepare a draft of the language, isn't it, your
21 office, correct?"
22          And you said:  "That is correct."
23          Line 19 said "...the appropriations
24 language submitted..."
25          Was that a correct statement when you made

559

1 it?
2      A   We do prepare a draft.
3      Q   Your office prepares a draft?
4      A   The budget office, MP Region's budget
5 office.
6      Q   In fact, you were involved in the
7 preparation of the drafts personally, aren't you?
8      A   I am not.
9      Q   Don't you work with respect to the

10 collections announced to go into it?
11      A   I do not personally.
12      Q   You don't and did not.
13      A   Every year when I was administrator I
14 submitted an edit -- proposed edit to the language
15 that would strike a portion of the appropriations
16 language, but that was my only involvement in it.
17      Q   So you provided edits to the language?
18      A   Correct.
19      Q   But you don't consider that to be involved
20 in the process; is that your testimony?
21      A   I was not the person who was involved in
22 the collections estimate.
23      Q   And the amount that is submitted as part of
24 this draft legislation, which you only edited and
25 had no involvement in --
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1      A   You specifically asked whether I was
2 involved in the collections estimate?
3      Q   Yes.
4      A   I was not involved in the collections
5 estimate.
6      Q   So you were involved in the drafting of the
7 legislative drafts that were prepared by Mid-Pacific
8 Region, correct?
9      A   I submitted an edit to it.

10      Q   All right.  The amount submitted by
11 Mid-Pacific Region is not based on the $50 million
12 number in section 3407 of the CVPIA, is it?
13      A   It's based on the amount we reasonably
14 expect we can collect.
15      Q   Right.  It's based on estimated
16 collections, correct?
17      A   And the direction to collect 50 million is
18 part of how we reach that.
19      Q   It's made of collections?
20      A   Correct.
21      Q   And not the 50 million specified, correct?
22      A   Well, the 50 million specified is used in
23 order to estimate anticipated collections.
24      Q   Well, let's go to your transcript at 142.
25 Don't you say at line four:  We do not ask for the
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1 50 million; we base on our estimates?
2      A   That's correct.
3      Q   That statement is correct?
4      A   Yes, it is.
5      Q   Now, in the annual appropriations acts,
6 Congress has not directed the collection of a fixed
7 specified amount of mitigation or restoration
8 charges from CVP water and power contractors,
9 correct?

10      A   It has specified a total amount to be
11 derived from the restoration fund.
12      Q   It uses the term "full amount," quote,
13 unquote, doesn't it?
14      A   In specifying restoration and mitigation
15 charges it uses the term "full amount."
16      Q   It does not use a specified dollar amount,
17 does it?
18      A   Not specific to mitigation and restoration
19 charges.
20      Q   And the annual Appropriations Act for the
21 CVPIA do not direct Reclamation to ignore the CVPIA
22 proportionality limitation, does it?
23      A   There is no reference to proportionality in
24 the annual appropriations language.
25      Q   And Reclamation admits that there is,
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1 quote, "variability" in the full amount referenced
2 in the annual Appropriations Act because that full
3 amount is your target, right?
4      A   I think we say there's variability due to
5 the high, medium, and low years of the three-year
6 rolling average.
7      Q   Let's go to your deposition transcript at
8 215, line 3 through 17 where we discuss that matter.
9          I ask:  "Well, you didn't collect the

10 direction to collect the full amount in the
11 appropriations statute either, did you?"
12          You answered:  "The full amount varies from
13 year to year based on uncertainty in water
14 deliveries."
15          Is that correct?
16      A   That is what creates part of the low,
17 medium, and high.
18      Q   So there is variability in the full amount,
19 correct?
20      A   Correct.
21      Q   Reclamation, however, did not collect the
22 collection ceiling, to use your term, referenced in
23 the Appropriations Act for FY '14, did it?
24      A   There was a shortfall in FY '14.  That was
25 collected in the following year.
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1      Q   So Reclamation did not collect the full
2 amount referenced in the Appropriations Act for FY
3 2014, did it?
4      A   We believe the full amount is the
5 three-year rolling average so you can't take one
6 year in isolation.
7      Q   And it didn't collect the full amount for
8 FY 2015 either, did it?
9      A   That question still neglects the three-year

10 rolling average that requires considering more than
11 one fiscal year.
12      Q   So your answer is "yes, but," is that your
13 answer?
14          MR. OLIVER:  Objection.  Mischaracterizes
15 his testimony.
16          THE COURT:  Overruled.
17 BY MR. RALSTON:
18      Q   Is that your answer?
19      A   My answer is we collect according to the
20 three-year rolling average.
21      Q   And the full amount therefore varies
22 depending upon collections and the three-year
23 rolling average?
24      A   The full amount is the three-year rolling
25 average.
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1      Q   I see.  So it's never really known?
2      A   We record what we collect.
3      Q   I understand you record it, but it's
4 therefore only known after you collect it?
5      A   Correct.
6      Q   Never known in advance?
7      A   There's always some uncertainty what
8 revenues we will get in a year.
9      Q   So your office gets to determine what the

10 full amount is, doesn't it?
11      A   No, we do not.
12      Q   Based on collections?
13      A   We believe that we are supposed to collect
14 under the three-year rolling average.
15      Q   And, in fact, you can use biased water
16 estimates to change the amount of your collections,
17 don't you?
18      A   No, we cannot.
19      Q   And did so in 2014?
20          MR. OLIVER:  Objection.  That wildly
21 mischaracterizes his testimony.
22          THE COURT:  Overruled.  I'll let him
23 answer.
24          THE WITNESS:  I'm not sure I can answer
25 that if we just take one year in isolation.  We have
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1 to use the three-year rolling average.
2 BY MR. RALSTON:
3      Q   Collections determine the full amount is
4 your testimony, isn't it?
5      A   Collections are one of the pieces of the
6 full amount.
7      Q   And your office can influence the amount of
8 collections?
9      A   Which office are you referring to?

10      Q   The Mid-Pacific Region.
11      A   The Mid-Pacific Region can influence what
12 year the collections can occur in, but we cannot
13 change the three-year rolling average.
14      Q   You could influence what fiscal year they
15 fall in, can't you?
16      A   Yes, we can.
17          THE COURT:  Would this be a good point for
18 a break, Mr. Ralston?
19          MR. RALSTON:  It would, Your Honor, and I
20 think I'm very close to being done.
21          THE COURT:  All right.  Let's reconvene at
22 11:15.
23         (Recess taken from 10:58 to 11:17).
24          THE CLERK:  All rise.  The Court is again
25 in session.
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1          THE COURT:  Thank you.  You may be seated.
2          Okay.  Let's go ahead.
3          MR. RALSTON:  Thank you, Your Honor.
4 BY MR. RALSTON:
5      Q   Plaintiffs' Exhibit 293, and I have two or
6 three questions on this, Doctor.  First, it shows
7 notes of a February 25, 2014 event and participants.
8          Are these your notes?
9      A   Yes, they are.

10      Q   And this concerns "Central Valley Project
11 Improvement Act Power Payments Coordination."  What
12 was the purpose of the meeting that's reflected in
13 these notes?
14      A   The purpose was to meet with Western and
15 get a better understanding of what the full suite of
16 concerns power customers had with how we administer
17 the CVPIA.
18      Q   At the very bottom of the page in a
19 paragraph numbered two, it talks about "Pathway to
20 Proportionality (Highest Priority):  Payments
21 consistent with cost allocation."
22          To what does the Pathway to Proportionality
23 refer?
24      A   That was a name, I'm not sure who came up
25 with it, about what actions we could take to get
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1 closer to a proportional allocation of mitigation
2 and restoration fund collections, acknowledging that
3 we didn't think we could get all the way to strict
4 proportionality.  We thought there might be options
5 to make progress towards it.
6      Q   And who gave it the description "Highest
7 Priority" in the parens?
8      A   I would have marked that based on the
9 feedback from Western.  We -- at the time we were

10 receiving a lot of different comments on the CVPIA,
11 and it was a little bit difficult for us in
12 Reclamation to sort through what was the core issue
13 and what were we really trying to achieve.
14      Q   So it wasn't Reclamation's highest
15 priority, was it?
16      A   It was identified as power customers'
17 highest priority.
18      Q   And if you go above there in line 18, it
19 talks about Dave and Autumn.  Does the Dave refer to
20 you?
21      A   Yes, it does.
22      Q   And Autumn is Autumn Wolfe?
23      A   Yes.
24      Q   And it says:  "Implications from Shifting
25 Program Funding to Water and Related."
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1          Does "Water and Related" refer to the
2 Appropriations Act?
3      A   It refers to the water-related resources
4 fund.
5      Q   And what is that fund?
6      A   That is one of the funds that Reclamation
7 has to undertake activities.
8      Q   And so you were discussing shifting program
9 funding to that fund?

10      A   Of using funding from water-related
11 resources to undertake the programs instead of the
12 restoration fund.
13      Q   And that is a fund that is subject to
14 appropriations, correct?
15      A   Not super familiar with that fund.  I
16 believe it is.
17      Q   Okay.  The next is 300.  A document
18 entitled "Project Charter," "Version History," which
19 reference your February 25th meeting.
20          What is this document about?
21      A   That document is an attempt to outline what
22 activities we would undertake -- well, it's an
23 attempt to gain buy-in with management within
24 Reclamation on how we would approach addressing
25 power's concerns.
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1      Q   And if you go down about four line, there's
2 a -- four paragraphs, it says:  "The Northern
3 California Power Agency proposed this project as
4 'Pathway to Proportionality' in 2008..."
5          Is it your recollection that Northern
6 California Power Agency had been urging a pathway to
7 proportionality for that long?
8      A   That must have been my understanding at the
9 time.

10      Q   The next is 337, and we have now a document
11 called "Project Management Plan," and what is the
12 purpose of this document?
13      A   A project management plan would have been
14 my tool as the project manager to document how we
15 would approach addressing the goals and objectives
16 in the charter.
17      Q   For the pathway to proportionality?
18      A   A pathway to proportionality was one
19 element.  With feedback from stakeholders, the
20 effort was broadened to be an overall finance plan
21 for the CVPIA of which addressing power's concerns
22 would have been one of the elements.
23      Q   And if you'd go to 337/2, in the
24 "Background" section, if you take a moment and
25 review the first paragraph that begins with "The
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1 secretary."
2          Finished?
3      A   Yes.
4      Q   Sorry.  So in the -- in that paragraph, the
5 third sentence which begins:  "Mitigation and
6 restoration payments are limited to no more than 30
7 million..." and it goes on and it ends with, about
8 three lines down, quote:  "...taking into account
9 all funds collected under this title, to the

10 greatest degree practicable, be assessed in the same
11 proportion, measured over the ten-year rolling
12 average, as water and power users' respective
13 allocations for the repayment of the Central Valley
14 Project," correct?
15      A   Correct.
16      Q   So you were describing in that sentence
17 that mitigation and restoration payments are limited
18 to, among other items, the proportionality
19 limitation, correct?
20      A   I thought we agreed to refer to it as
21 proportionality provision.
22      Q   I'm sorry, I slipped from that because I
23 went to the term "limited" that you had used in the
24 sentence.
25          Proportionality provision is one of the
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1 matters you say here that mitigation and restoration
2 payments are limited by, correct?
3      A   I use the word "limited" in the sentence.
4      Q   And you were the author of this document,
5 correct?
6      A   I was the primary party responsible, so I
7 would have drafted some of the text and been the
8 authority on which comments got incorporated or not
9 incorporated.

10      Q   And so this paragraph and that sentence
11 reflect your prior testimony position on this issue,
12 right?
13      A   It just was a listing of the different
14 elements in 3407(d)(2)(a).
15      Q   Which is how you previously testified was
16 the case, right?
17      A   We understood those were the different
18 aspects in how we administer mitigation and
19 restoration payments.
20      Q   Very good.
21          And in that paragraph there's no mention of
22 limitations based on the term "provided," is there?
23      A   There is not.
24      Q   Or on the term "provided further," is
25 there?
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1      A   Not in terms of the statute.  The word
2 "provided" is above, but --
3      Q   In the next paragraph you note:  "The
4 historical practice for collections maximized the
5 revenue from water deliveries and require power
6 customers to fund the remaining requirements."  And
7 you state, quote, "Power has disproportionally
8 contributed 33 percent in the restoration fund
9 compared to a cost allocation to power of 24 percent

10 between 2002 and 2012."
11          That was a correct statement when you made
12 it, wasn't it, Doctor?
13      A   To the best of my knowledge, it was.
14      Q   In the next three sentences you talk about
15 how in 2009 cost to acquiring project power exceeded
16 the equivalent market rate, correct?
17      A   That's the words in the document.
18      Q   And the same occurred in 2012, correct?
19      A   That's the words in the document.
20      Q   In the next paragraph you state that:
21 Collections for the CVPIA restoration fund comprised
22 a quarter to one-third of the costs to generate CVP
23 power.
24          Was that statement correct when you made
25 it?
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1      A   I believe it was correct when I made it.
2      Q   Let me, on that point, just explore for a
3 minute, the three-year rolling average concept that
4 you had testified about earlier.  As I understand
5 the three-year rolling average, as you testified
6 about it, that there never really is a definitive
7 number at the end of the day; you're always
8 adjusting it in the three-year rolling average.
9          Is that a fair characterization and, if

10 not, describe it for me correctly.
11      A   I believe there is a definitive number in
12 terms of what receipts we received.
13      Q   In a given year, right?
14      A   In a given year we receive receipts and we
15 record those.
16      Q   And so how does a three-year rolling
17 average, in your view, play into that analysis?
18      A   Analysis in this document or --
19      Q   No.  Generally, with respect to the
20 calculation of the ceiling for each year.
21      A   The three-year rolling average is how we
22 calculate the ceiling for each year, and the
23 difference between the receipts and the direction to
24 collect 50 million and maximizing the mitigation and
25 restoration payments plays out through the
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1 subsequent years.
2      Q   But each year you do determine a shortage
3 or overage, don't you, if there is one?
4      A   Are you referring to U.S. Bureau of
5 Reclamation?
6      Q   Yes.
7      A   Yes, Bureau of Reclamation does.
8      Q   And that brings finality to that fiscal
9 year, doesn't it?

10      A   What do you mean by "finality"?
11      Q   You know what the collections are with a
12 final definitive number in order to determine the
13 shortage or the overage, right?
14      A   Yes, we do.
15          MR. RALSTON:  Your Honor, that concludes my
16 direct examination.
17          THE COURT:  Very well.  Thank you,
18 Mr. Ralston.
19          Mr. Oliver.
20                   CROSS-EXAMINATION
21 BY MR. OLIVER:
22      Q   Good morning, Dr. Mooney.
23      A   Good morning.
24      Q   Has Reclamation taken a position regarding
25 whether the CVPIA requires it to calculate
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1 proportionality first before it concerns itself with
2 whether it meets the $50 million funding mandate?
3      A   Yes, it has.
4      Q   What position has Reclamation taken in that
5 regard?
6      A   Reclamation has taken the position that
7 proportionality is subordinate to the direction to
8 collect 50 million.
9      Q   Is that a legal position?

10      A   I would have been informed by discussions
11 with our solicitors, but it would be a policy.
12      Q   How long has that been Reclamation's
13 position?
14      A   I believe since the inception of the CVPIA
15 and the development of the revised interim
16 guidelines.
17      Q   When was the CVPIA enacted, Dr. Mooney?
18      A   In 1992.
19      Q   Is that currently Reclamation's position?
20      A   That is currently Reclamation's position.
21      Q   And while you were program manager, did you
22 understand that to be Reclamation's position?
23      A   Yes, I did.
24      Q   I'm going to go right to your deposition
25 testimony which you've testified quite a bit about.
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1 Specifically, page 67, lines 14 through 21.  One
2 minute, Your Honor.
3          THE COURT:  Dr. Mooney, is this image
4 coming up on your screen?
5          THE WITNESS:  There's part of an image.
6 Now it has line 14.
7          THE COURT:  My image is flashing on and
8 off.
9          THE WITNESS:  I have an image.

10          MR. OLIVER:  I'm sorry?
11          THE COURT:  The image is flashing on and
12 off.  We can't really use the screen for this.
13          MR. OLIVER:  Understood.
14 BY MR. OLIVER:
15      Q   So we'll just go with the paper copy.
16          So, Dr. Mooney, do you recall during your
17 deposition, Mr. Ralston asking you about limitations
18 in subsection (d) of 3407 of the CVPIA; do you
19 recall that?
20      A   Yes, I do.
21      Q   And do you recall him going through with
22 you the statute in terms of what provisions in the
23 statute correspond to limitations in subsection (d);
24 do you recall that?
25      A   Yes, I do.
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1      Q   And you testified with Mr. Ralston, if you
2 look at page 67, lines 14 through 20, in regards to
3 the proportionality provision at issue in this case.
4 You testified that that was -- that provision is one
5 of the limitations in subsection (d); is that
6 correct?
7      A   That's correct.
8      Q   At the time of your deposition, what was
9 your understanding of what the term "limitation"

10 meant in the context of Mr. Ralston's question on
11 page 67, lines 14 through 20?
12      A   I understood it to mean one of the
13 requirements for how we administered the mitigation
14 and restoration fund.
15      Q   By testifying that the proportionality
16 provision was one of the limitations in subsection
17 (d), were you agreeing that -- or were you
18 testifying, I should say, that Reclamation must
19 calculate the proportionality provision first before
20 it concerns the $50 million?
21      A   No, I was not.
22      Q   By testifying in your deposition that the
23 proportionality provision was one of the
24 limitations, were you testifying that
25 proportionality was subordinate -- excuse me -- that
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1 the $50 million funding mandate is subordinate to
2 the proportionality provision?
3          MR. RALSTON:  Your Honor, I'd like to note
4 an objection to the use of leading questions during
5 this segment.
6          THE COURT:  I sustain that objection.  You
7 cannot be leading your own witness, even on cross.
8 BY MR. OLIVER:
9      Q   I want to focus your attention, Dr. Mooney,

10 on page 72, lines 7 through 10.
11      A   Okay.
12      Q   Well, actually, I want you to focus on line
13 1 of 72.  Do you see that?
14      A   Yes, I do.
15      Q   All right.  And combining that question
16 regarding the $50 million, Mr. Ralston asked you:
17          Returning to 3407(c)(2), it indicates that
18 the total collections are supposed to equal
19 $50 million per year, right?
20          And your answer was?
21      A   Yes, it does.
22      Q   And then the following question,
23 Mr. Ralston again asked you:
24          That obligation, if you want to call it
25 that, is subject to the limitations in subsection
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1 (d) of which the proportionality limitation is one
2 of them, right?
3          And you see the answer that you provided,
4 correct?
5      A   Correct.
6      Q   Explain the answer that you provided to
7 Mr. Ralston's question.
8      A   My answer was that some of the provisions
9 in 3407(d) limit the total collection, and some of

10 the provisions in 3407(d) determine how we allocate
11 collections between water and power.
12      Q   And how is that answer responsive to
13 Mr. Ralston's question?
14      A   Proportionality was not a limitation on the
15 mitigation and restoration payments.
16      Q   And when you say that, when you say
17 proportionality is not a limitation on the
18 mitigation and restoration payments, what do you
19 mean?
20      A   I mean that the direction to collect 50
21 million would take priority over reducing the
22 mitigation and restoration fund.
23      Q   Was that your position before this
24 deposition was taken?
25      A   That was my position before.
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1      Q   And is it your position after the
2 deposition was taken?
3      A   Yes, it is.
4      Q   And is it your position right now?
5      A   Yes, it is.
6      Q   And is that Reclamation's position
7 currently?
8      A   Yes, it is.
9      Q   Was that Reclamation's position in 1992

10 following enactment of the statute?
11      A   I don't know what Reclamation's position
12 was then, but that's the revised interim guidelines
13 in 1993.
14      Q   Following the revised interim guidelines,
15 was that Reclamation's position?
16      A   Yes, it was.
17      Q   You testified with Mr. Ralston that you
18 have knowledge concerning sections 3046, sections
19 3047 and 3408 of the CVPIA; do you recall that
20 testimony?
21      A   Yes, but not all of 3408.
22      Q   Okay.  Do you consider yourself an expert
23 in statutory construction?
24      A   No, I am not.
25      Q   Are you an attorney?

581

1      A   No, I am not.
2      Q   Do you have a law degree?
3      A   No, I do not.
4      Q   Have you ever taken classes on statutory
5 construction?
6      A   No, I have not.
7      Q   Have you ever taken any legal classes?
8      A   I took one class on water law in college.
9      Q   Did it involve construing statutes?

10      A   I don't remember that class, but I don't
11 believe so.
12      Q   But as program manager, did you have
13 responsibility for implementing section 3407 of the
14 CVPIA?
15      A   I had a role in portions of 3407.
16      Q   Which portions of 3047 did you have a role
17 in implementing?
18      A   I was primarily responsible for obligations
19 of the restoration fund, for obligating the
20 different dollar amounts.
21      Q   So concerning that implementation I want to
22 focus on two provisions of section 3047; that is,
23 the $50 million funding requirement which you've
24 testified about and the proportionality provision,
25 okay?

582

1          THE COURT:  Is this 3047 or 3407?
2          MR. OLIVER:  I apologize if I misspoke.
3 3407.
4          THE COURT:  This subject is confusing
5 enough as it is.
6          MR. OLIVER:  Understood.  I will endeavor
7 to get that right.
8 BY MR. OLIVER:
9      Q   Section 3407 is the section involving the

10 restoration fund; is that correct?
11      A   That's correct.
12      Q   So I want to focus on your implementation
13 while you were program manager of section 3407 of
14 the restoration fund, specifically in regards to the
15 two provisions, okay?
16      A   Okay.
17      Q   The $50 million funding requirement, okay,
18 and the proportionality provision.
19          As program manager did Reclamation
20 implement these two statutory provisions?
21      A   Yes, we did.
22      Q   How did Reclamation implement these two
23 statutory provisions?
24      A   So in seeking 50 million, we estimated what
25 revenues would be collected, and that estimate

583

1 required us to maximize the mitigation and
2 restoration payment, and so that's how we arrived at
3 the need to collect 30 million on a three-year
4 rolling average basis and not being able to reduce
5 that amount.
6          For proportionality, we assessed the
7 non-discretionary charges where it was applicable.
8 When those types of water transactions occurred, we
9 charged the maximum amount allowable to water, $6

10 per acre-foot for agriculture and the $12 for
11 municipal and industrial water, and then we sought
12 to implement the different programs that would take
13 us to completion.
14      Q   The implementation of those two provisions
15 that you just described, has Reclamation implemented
16 the $50 million funding requirement and the
17 proportionality provision in that same manner from
18 the time the revised interim guidelines were
19 published to the present day?
20      A   I'm not aware of a time that we have not.
21          Can I add to that?
22      Q   Yeah.
23      A   I think there have been occasions when we
24 have sold Section 215 water when we have not charged
25 the full amount of the mitigation and restoration
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1 charges on that 215 water because we believed that
2 to assess those charges would have prevented the
3 sale and then we wouldn't have had any revenue.
4      Q   Remind the Court, please, what is Section
5 215 water?
6      A   Section 215 water is surplus water that is
7 not required for project purposes that we try to
8 sell to recover some revenue, very short-term,
9 temporary contracts.

10      Q   And so what's the basis of your testimony
11 that with regard to Section 215 water sometimes
12 Reclamation would charge less than the full amount,
13 what's the basis for Reclamation doing so?
14      A   In order to move that water, to sell that
15 water.  So if we had -- we have the discretion to
16 reduce the cost, if reducing the cost is necessary
17 to sell that water, and so we would do so.
18      Q   Well, as the program manager at the time,
19 what's your understanding if Reclamation had charged
20 a higher price such as the full M&R for the Section
21 215 water, would a sale have resulted or not?
22      A   I would defer to the area managers.  In
23 their discretion, there would not have been a sale
24 and we'd have gotten no revenue from that water.  It
25 would likely have been spilled.
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1      Q   In that event, if that were the case, would
2 there have been any charges that go into the
3 mitigation and restoration fun charges, if there
4 were no sales?
5      A   There would be no additional revenue.
6      Q   In your testimony with Mr. Ralston, you
7 indicated you had a conversation with Ms. Heather
8 Lindell.
9          Do you recall that?

10      A   Yes, I do.
11      Q   And since you and I know that her name now
12 is Heather Casillas, let's refer to her as Heather
13 Casillas, okay?
14      A   All right.
15      Q   You testified that the government's legal
16 position in this case regarding what is a limitation
17 in subsection (d) is stronger than what you had
18 previously thought.
19          Is that fair?
20      A   That's fair.
21      Q   Tell the Court why you believe it's
22 stronger.
23      A   I'm not an expert, but I believe it gives
24 more weight to the words -- it takes into
25 consideration more of the words in the statute.
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1      Q   Does the difference in -- between the
2 government's position regarding the limitations,
3 what that means, what that entails, and the position
4 you articulated in your deposition on page 67, do
5 the difference between those two positions, does
6 that in any way change how Reclamation implements
7 section 3407?
8      A   That would not change our implementation.
9      Q   Would it change how Reclamation implements

10 the proportionality provision?
11      A   That would not change how we implement the
12 proportionality provision.
13      Q   Would it change whether Reclamation seeks
14 to maximize the $50 million -- the $50 million on a
15 three-year rolling average basis, would it change
16 that?
17      A   It would not change that.
18      Q   Would it change Reclamation's position with
19 respect to maximizing the $30 million ceiling?
20      A   It would not change the $30 million
21 ceiling.
22      Q   Would it change how Reclamation considers
23 whether or not non-discretionary revenues are
24 present in any given year to equal $50 million?
25      A   It would not change our non-discretionary

587

1 charges.
2      Q   Would it change whether or not Reclamation
3 maximizes the $6 and $12 limits on water?
4      A   It would not change how we would assess
5 mitigation and restoration charges to water.
6      Q   I want you to turn to PTX -- Plaintiffs'
7 Exhibit 421.  This is a document you were shown by
8 Mr. Ralston.
9      A   Will it be coming up on my screen?

10          MR. OLIVER:  I hope so.  If not, we'll work
11 it out.  So we need to find PTX 421, page 44.
12          THE COURT:  Mr. Oliver, where will I find
13 that?
14          MR. OLIVER:  I apologize.  This is from
15 plaintiffs' witness binder, 421.  Do you still have
16 plaintiffs' witness binder?
17          THE COURT:  I put it on the floor because I
18 thought we were finished with it.
19          MR. OLIVER:  Nope, not so much.
20          MR. RALSTON:  I have copies.
21          MR. OLIVER:  I think the Court has one and
22 now Dr. Mooney has --
23 BY MR. OLIVER:
24      Q   Dr. Mooney, do you have Plaintiffs'
25 Exhibit 421, page 44?  And I'll wait for the Court
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1 to have it as well.
2          THE COURT:  I have it.
3          MR. OLIVER:  Okay.
4          THE WITNESS:  My pages aren't labeled.  Can
5 you -- okay.
6 BY MR. OLIVER:
7      Q   You recall testimony when questioned by
8 Mr. Ralston concerning this chart?
9      A   Yes, I do.

10      Q   Did you construct this chart?
11      A   Yes, I did.
12      Q   For what purpose?
13      A   I did this for assisting in understanding
14 the concerns for the sustainability of CVP power.
15      Q   Focus your attention on two in the legend,
16 there's some notes in the actual graph -- or,
17 actually, right below the graph, there's a notation
18 for market value at base loading.
19          Do you see that?
20      A   Yes, I do.
21      Q   And can you please tell the Court what that
22 refers to?
23      A   That refers to how Western computes a
24 comparative value using the monthly on-peak and
25 off-peak averages at the MP-15 note.
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1      Q   Okay.  So that's a solid line as depicted
2 in the graph?
3      A   Yes, it is.
4      Q   All right.  Then there is a notation to the
5 right of that that says:  "Market Value With Peaking
6 Prices."  Do you see that?
7      A   Yes.  The legend?
8      Q   Yes, it's still in the legend.
9      A   Yes.

10      Q   Can you please tell the Court what that
11 means?
12      A   That is an estimate of the value of project
13 power when we consider that we generate more energy
14 during times of the day when power is more valuable
15 than at times of the day when power is less
16 valuable.
17      Q   Between the market value at base loading
18 versus the market value with peaking prices, do you
19 have some understanding as to which one is the more
20 accurate account of what the market price is?
21      A   I would think that the peaking is probably
22 a slight overestimate and base loading is an
23 underestimate, so the reality would be somewhere
24 between the two.
25      Q   So I want to focus on the graph.  Is there

590

1 a comparison that's been drawn in this graph?
2      A   There are several comparisons.
3      Q   Okay.  Can you tell us what they are?
4      A   The first comparison is of the total cost
5 to the base resource customers, what fraction is for
6 operation, maintenance, and repayment versus what
7 portion is part of the CVPIA mitigation and
8 restoration charges.
9      Q   Okay.  Let's focus on the peak loading

10 market price versus the CVP power.  Is that a
11 comparison you can make?
12      A   The market value at base loading versus the
13 market value at peaking prices?
14      Q   The market -- well, the -- well, first of
15 all, the green and the red line, you see the bars
16 with the green and the red -- right before we move
17 on to the comparison, just tell the Court what that
18 means.
19      A   Mine is in black and white, but I believe
20 the green was the base resource revenue requirement,
21 and the red was power's mitigation and restoration
22 payment.
23      Q   And together, if you combine both the green
24 and the red, does that have some sort of
25 significance?
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1      A   That is the total cost of CVP project
2 power.
3      Q   So is it possible from this graph to
4 compare the total cost of CVP power to the market
5 price for base loading?
6      A   Yes, it is.
7      Q   And is it also possible to compare the CVP
8 power total cost to the base loading market price?
9      A   To --

10      Q   To the market value with base loading?
11 Excuse me.
12      A   Yes, it is.
13      Q   So let's turn to those comparisons then.
14          Can you determine from this graph what
15 years the total cost of CVP is cheaper than the
16 market value at base loading?
17      A   Yes.
18      Q   Can you please identify to the court what
19 years those are?
20      A   We would know for 2009 for sure the cost of
21 CVP power was higher than the market.  We would have
22 some question in 2012 as to whether it was higher or
23 lower.  We would have a similar question in 2014,
24 and we would know for sure in 2015 and 2016 that CVP
25 power was more expensive.
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1      Q   And in terms of the years in which CVP
2 power total cost was less than the market value at
3 base loading, which years would that be?
4      A   Those would be the years 2006, 2007, 2008,
5 2010, 2011, 2013.
6      Q   And the same question regarding the peak
7 value in terms of CVP power being less expensive
8 than peak power, market price at peak power?
9      A   That would be 2006, 2007, 2008, 2010, 2011,

10 2012, 2013, and 2014.
11      Q   All right.  I want to switch topics,
12 Dr. Mooney, and turn to Plaintiffs' Exhibit 315 just
13 found in the witness binder.  You were asked about
14 this in your questioning by Mr. Ralston.
15          Now, you recall your testimony -- I'll wait
16 for the Court to get --
17          You recall your testimony regarding PTX 315
18 with respect to your statement that it would be not
19 responsible to bill $45 million -- to bill power
20 $45 million.  Do you recall your testimony
21 concerning that?
22      A   Yes, I do.
23      Q   And why was, you know, the prospect of
24 billing power $45 million, why was that even a
25 prospect as of May 13th, 2014?
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1      A   It was a prospect due to severe drought
2 that would limit collections from water deliveries
3 -- or limit water deliveries and therefore limit
4 collections from water.
5      Q   And why did you indicate it would not be
6 responsible to bill power for $45 million?
7      A   Because it would cause the cost of power to
8 go over the market rate in 2014, and we had
9 flexibility through the three-year rolling average

10 to shift some of those costs into a subsequent year
11 where water payments may have made up a greater
12 portion of the difference, and it might have been
13 easier for power.
14      Q   Okay.  And you testified about the
15 rescission of the mid-year adjustment in 2014.  Do
16 you recall that?
17      A   Yes, I do.
18      Q   To your understanding is the mid-year
19 adjustment required by the CVPIA?
20      A   No, it is not.
21      Q   Is rescinding the mid-year adjustment
22 contrary to the terms of the CVPIA?
23      A   There's no mention in the CVPIA of mid-year
24 adjustment.
25      Q   Now, you testified rather extensively
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1 yesterday concerning a proposal, an idea that you
2 had with respect to adjusting the water estimation
3 methodology to smooth out power's payments.  Do you
4 recall that?
5      A   Yes, I do.
6      Q   Was that idea contrary to the Central
7 Valley Project Improvement Act to your
8 understanding?
9      A   There was nothing in the CVPIA that

10 specifies how to administer the water versus power
11 in terms of collections and mid-year adjustments and
12 estimates and deliveries.
13      Q   To your understanding is there anything in
14 the CVPIA regarding how Reclamation should estimate
15 its water deliveries?
16          MR. RALSTON:  Objection.  Leading.
17          MR. OLIVER:  It's a yes-or-no question.
18 There either is or is not.
19          THE COURT:  I didn't hear the objection.
20          MR. RALSTON:  I'm sorry, Your Honor.
21 Objection.  Leading.
22          THE COURT:  Overruled.  I'll take his
23 answer.
24          THE WITNESS:  There is nothing in the CVPIA
25 that specifies how we estimate water deliveries.
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1 BY MR. OLIVER:
2      Q   Now, you testified that the purpose of
3 changing the way in which -- proposing changing the
4 way in which Reclamation would adjust its water
5 estimation, that that was for the purpose of
6 smoothing power's payment.  Do you recall that
7 testimony?
8      A   Yes, I do.
9      Q   And why did you want -- why was that a

10 goal?  That is to say smoothing water power's
11 payments, why was that a goal of yours?
12      A   One of power's concerns at the time was the
13 fluctuation in payments from year to year, and
14 another concern at the time was the impact of a
15 mid-year adjustment on water rates for a shortened
16 portion of the year.
17      Q   Did you have conversations with anyone at
18 Western regarding your idea to change the way in
19 which Reclamation was going to estimate its water
20 deliveries during this mid-year adjustment
21 rescission process?
22      A   I believe I had discussions with Regina.
23      Q   That would be Regina Reiger?
24      A   Yes.
25      Q   Did you have discussions with anyone else
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1 at Western regarding your water estimation proposal?
2      A   I don't recall anyone else.
3      Q   Okay.  But you -- what was Ms. Reiger's
4 reaction to your proposal?
5      A   I don't think she --
6          MR. RALSTON:  Your Honor, I'll enter a
7 hearsay objection on this.
8          THE COURT:  I think it is hearsay.  I'll
9 sustain the objection.

10 BY MR. OLIVER:
11      Q   Was Western in agreement with your
12 proposal?
13      A   Western -- we never implemented the
14 proposal, so we never asked Western to agree.
15      Q   And why was the proposal never implemented?
16      A   I don't know for sure.
17      Q   Did you ever elevate the proposal to the
18 level of Brenda Bryant?
19      A   Yes, I did.
20      Q   Did you ever elevate -- was your proposal
21 ever elevated to the level of the regional director?
22      A   I don't recall personally meeting with the
23 regional director.  I don't know whether Brenda did
24 or did not.
25      Q   Are you familiar with the term thinking
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1 outside the box?
2      A   Yes, I am.
3      Q   What does it mean to you?
4      A   It means to come up with as many solutions
5 that are possible and with as few constraints as
6 possible.
7      Q   As program manager did you make attempts to
8 address power payments various concerns over the
9 years?

10      A   I led a process that was supposed to see if
11 there were ways of addressing power constraints.
12      Q   And in attempting to address power's
13 concerns over the years, did you have occasion to
14 think outside the box?
15      A   I did my best to encourage thinking outside
16 the box.
17      Q   Why is that?
18      A   Because if we just continue with existing
19 practice, we will come to the same answer.  I had to
20 give folks the space -- I had to give folks the
21 space to propose different ideas.
22      Q   Does your idea of adjusting the water
23 estimation methodology to smooth out power's
24 payments, was that an example of thinking outside
25 the box?
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1      A   It was different than our current
2 practices.  I would say it was outside of the box.
3      Q   If you turn to Plaintiffs' Exhibit 322
4 which Mr. Ralston asked you about.  In particular,
5 Plaintiffs' Exhibit 322, page 3.
6      A   Okay.
7      Q   Do you recall testifying about this chart?
8      A   Yes, I do.
9      Q   On a high level can you remind the Court

10 what this chart is?
11      A   This chart was an attempt to stabilize the
12 three-year rolling average.
13      Q   This is in connection with smoothing the
14 water payments that we just talked about?
15      A   This would be smoothing the three-year
16 rolling average so it would be smoothing the total
17 collection ceiling.  It would not affect -- it's
18 unlikely that it would affect water payments.
19      Q   To your knowledge, did Reclamation ever
20 utilize this chart with respect to the rescission of
21 the mid-year adjustment?
22          MR. RALSTON:  I will object on leading
23 basis.
24          MR. OLIVER:  I mean, they either did or
25 didn't.

599

1          THE COURT:  I'll let him answer.
2          THE WITNESS:  We did not implement this
3 process.
4 BY MR. OLIVER:
5      Q   To your knowledge, did Reclamation use this
6 chart in any way?
7      A   Not to my knowledge.
8      Q   I'm going to ask you about another document
9 that Mr. Ralston asked you about which is

10 Plaintiffs' Exhibit 353.
11      A   I don't have that.
12          Thank you.
13      Q   Before we go there, you can keep that in
14 front of you, but I'm going to ask about -- going
15 back to this whole stabilizing power's payments,
16 changing the water estimation methodology, and
17 Mr. Ralston asked you why not consider plaintiffs'
18 interpretation of the statute when it's
19 proportionality comes first, why not consider that
20 as an option to avoid the spikes in power's
21 payments.  Do you recall that?
22      A   I do recall that.
23      Q   Would that have been a viable option to
24 accomplish the end of stabilizing power payments?
25      A   We did not believe we had the discretion to
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1 do so.
2      Q   Why did you not have the discretion to do
3 so?
4      A   We believed that appropriations' language
5 required us to collect the full amount, and we
6 believed the full amount was the 30 million on the
7 three-year rolling average basis and that
8 proportionality was subordinate.
9      Q   As program manager, if you were to adopt

10 plaintiffs' interpretation of the proportionality
11 provision, what impact would that have on your
12 ability to administer your program and meet the
13 statutory goals set forth in section 3407?
14      A   That would have reduced the restoration
15 fund dollars available to implement those programs.
16      Q   And what impact would that have had on your
17 program?
18      A   We would not be able to achieve many of the
19 purposes of those programs, and it would take longer
20 on some other cases.
21      Q   Now, turning your attention to what I've
22 previously brought your attention to which is
23 Plaintiffs' Exhibit 353, which Mr. Ralston asked you
24 about.  In particular, page 2.  Mr. Ralston asked
25 you about the statement on page 2 that says:
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1          "If equitability between water and power is
2 the primary issue, Reclamation could explore options
3 to charge for uses of CVP facilities that do not pay
4 the M&R charge."
5          Do you recall testifying about that?
6      A   Yes, I do.
7      Q   In that statement were you indicating
8 equitability was the primary issue?
9      A   At that point, I no longer believed it was

10 an equitability question, but was willing to
11 continue pursuing it from an equitability
12 standpoint.
13      Q   Why did you not believe equitability was
14 the primary issue?
15      A   Because there are two ways to get closer to
16 proportionality.  One way is to reduce the payments
17 by power.  The other way is to increase the payments
18 by water.  And when we had discussed increasing the
19 payments by water, several of the power customers
20 had responded that that was not what they were
21 looking for.
22      Q   What was your understanding of what the
23 power customers wanted?
24      A   The power customers wanted to pay less in
25 CVPIA mitigation-restoration fund charges.
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1      Q   When you wrote in your memo that
2 Reclamation could explore options to charges for
3 uses of CVP facilities that do not pay the M&R
4 charge, did Reclamation actually explore options --
5 those options?
6      A   We did explore those options, several
7 options.
8      Q   Did you explore those options?
9      A   Yes, I did.

10      Q   Specifically mentioned here are Warren Act
11 transfers.  Start with that.  Did you explore
12 whether or not Warren Act transfers could be charged
13 mitigation-restoration charges?
14      A   Yes, I did.
15      Q   Did you reach a conclusion as to whether or
16 not they could be?
17      A   Yes, I did.
18      Q   What was that conclusion?
19      A   The conclusion was we could not assess
20 mitigation and restoration charges.
21      Q   Why?
22      A   Because Warren Act is an agreement for the
23 use of surplus capacity and facilities so it's
24 non-project water, so we did not believe mitigation
25 and restoration charges were applicable.  And, also,
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1 when we looked at the Warren Act, the Warren Act
2 requires revenues from those contracts to be
3 deposited in the Reclamation fund, not the
4 restoration fund.  And so we saw no way, even if we
5 could find it to be applicable to that type of
6 water, to deposit that in the restoration fund.
7      Q   The Warren Act, is that a -- that's a
8 fairly old statute isn't it?
9      A   Yes, it is.

10      Q   Has it been amended over the years?
11      A   Yes, it has.
12      Q   So it's your understanding -- what's your
13 understanding today as to whether or not the Warren
14 Act currently provides for funds to go to the
15 Reclamation fund?
16      A   I believe it still requires funds to be
17 deposited in the Reclamation fund.
18      Q   Well, you also mentioned rescheduled water.
19 Is that one of the options that you looked at?
20      A   That was.
21      Q   Tell the Court what rescheduled water is,
22 please?
23      A   Rescheduled water -- this is, again, not my
24 expertise, but rescheduled water is water that is
25 made available in one contract year and contractors'
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1 request for it to be stored into a subsequent
2 contract year.
3      Q   Does Reclamation charge mitigation and
4 restoration charges with respect to rescheduled
5 water?
6      A   We assess those charges when rescheduled
7 water is delivered.
8      Q   What about prior to delivery?
9      A   We do not.

10      Q   So what aspect of rescheduled water were
11 you examining -- were you exploring?
12      A   We were exploring whether we could assess
13 an additional fee for water that was rescheduled.
14      Q   And what was your determination?
15      A   Our determination was that we could not
16 assess that additional fee without exceeding the $6
17 and $12 per acre-foot limitation on water sold and
18 delivered.
19      Q   You also mentioned settlement contract
20 deliveries --
21      A   Correct.
22      Q   -- as an option.  Is that an option you
23 explored with respect to charging mitigation and
24 restoration charges?
25      A   We did explore that.
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1      Q   What are settlement contract deliveries?
2      A   Settlement contracts are a settlement of
3 claimed prior rights that predate the CVP.  And so
4 we entered into settlement contracts to avoid a
5 lengthy adjudication process that would have
6 assigned specific water rights.
7      Q   What was your determination as to whether
8 or not mitigation and restoration charges could be
9 charged on settlement contract deliveries?

10      A   We determined that we could not assess
11 those charges.
12      Q   Why?
13      A   Because the settlement contracts were not
14 water developed by the CVP, so that's not our water
15 to assess charges upon.
16      Q   Whose water is it?
17      A   It is water that's diverted under other
18 rights other than the CVP.
19      Q   Holding contract deliveries, did you
20 explore that as well?
21      A   We did explore holding contract deliveries.
22      Q   And what's a holding contract delivery?
23      A   The holding contracts that I know of are
24 for water users below Friant Damn, between Friant
25 Dam and Gravelly Ford.
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1      Q   What determination did you reach with
2 respect to whether or not mitigation and restoration
3 charges apply to holding contract deliveries?
4      A   We determined that we could not assess
5 those charges.
6      Q   Why?
7      A   There were several reasons.  The first was
8 that administratively we meet those holding
9 contracts through a fixed flow rate at Gravelly Ford

10 so we don't necessarily have specific quantities.
11 And second of all, similar to the settlement
12 contracts, it's not a right that was developed for
13 the CVP so it's not our water.
14      Q   And, finally, you mention exchange contract
15 deliveries.  Did you explore whether or not
16 mitigation and restoration charges apply to exchange
17 contract deliveries?
18      A   Yes, we did.
19      Q   What determination did you reach?
20      A   We similarly determined that it was not
21 water developed under Reclamation's water rights.
22      Q   Is that similar to the rationale you
23 previously testified about regarding settlement
24 contract deliveries?
25      A   Yes, it is.
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1      Q   Do you know when those determinations were
2 made in terms of the timeframe?
3      A   Well, these determinations were made within
4 the interim guidelines in 1993.  This was a
5 revisiting to see if there were any other ways of
6 looking at it or other options, so I guess it was a
7 redetermination.  I don't know the specific dates.
8      Q   I apologize.  I was referring to -- you
9 know, if you don't know, you don't know -- when the

10 determinations, when you followed up and explored
11 these options, when you would have made those
12 determinations, but your testimony is you don't know
13 what year that occurred?
14      A   I don't know if it was 2014 or 2015.
15      Q   Understood.
16          If you may turn to another document that
17 Mr. Ralston asked you about.
18      A   I guess I would say that we never actually
19 finalized this process.  I don't know that we ever
20 reached a final determination for the second look.
21      Q   Turn to PTX 352 which is again another
22 document that Mr. Ralston asked you about.  Focusing
23 on paragraph three -- and, again, you recall
24 testifying about the statement in which you wrote to
25 say:  "Take power at face value that the issue
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1 really is equitability and close loop holes in water
2 deals that use CVP facilities and don't share in the
3 CVP related mitigation for those facilities," and
4 you gave some examples.  What do you mean by "loop
5 holes" there?
6      A   There are certain water transactions that
7 are subject to the CVPIA charges, and there are
8 certain transactions that are not.  So I was
9 referring to water transactions that are not subject

10 to CVPIA charges.
11      Q   Why did you term it "loop holes"?
12      A   Because they are making use of CVP
13 facilities but not paying in the mitigation of those
14 facilities.
15      Q   Did you think they should be paying for the
16 use of those facilities via the mitigation and
17 restoration charge?
18      A   I was willing to explore that option.  I
19 didn't have a conclusion.
20      Q   Did you ever reach the conclusion whether
21 or not those various water charges should be charged
22 -- water -- the ones that you mentioned, Warren Act
23 and rescheduled -- you just testified -- let me
24 rephrase.
25          Turn to PTX 401.  This is a memorandum, a
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1 memorandum, confidential briefing, actually.  Do you
2 recall testifying about this?
3      A   Yes, I do.
4      Q   Okay.  And you specifically testified under
5 the "Recommendation" heading on page 3 that:
6 "Reclamation should assess restoration charges on
7 Warren Act transfers and rescheduled water."
8          Do you see that?
9      A   Yes, I do.

10      Q   Is that a recommendation you were making in
11 this briefing?
12      A   Yes, it was.
13      Q   And did --
14      A   With the same caveat to what a
15 recommendation is in the context of these briefing
16 formats.
17      Q   Which is what?
18      A   That we are asked to put forward something
19 for a decisionmaker to decide on.
20      Q   And the decisionmaker in this case would be
21 whom?
22      A   This probably would have been David
23 Murillo.
24      Q   And in bullet point 3 at the very bottom,
25 is:  "Decision 2 - Identifying whether to pursue
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1 charges on other water transactions."
2          Do you see that?
3      A   Yes, I do.
4      Q   Would that include the Warren Act transfers
5 and rescheduled water?
6      A   Yes, it would've.
7      Q   And has a determination been made with
8 respect to whether or not to charge Warren Act and
9 rescheduled M&R charges?

10      A   I don't know that we ever finalized a
11 process.
12      Q   Where does it stand right now?
13      A   We suspended the finance plan indefinitely,
14 and the confidential settlement discussions broke
15 down.
16      Q   Does Reclamation have a position as to
17 whether or not Warren Act transfers and rescheduled
18 water are subject to the mitigation and restoration
19 charge?
20      A   Reclamation's position is that they are not
21 subject.  Rescheduled water is subject when it is
22 delivered.
23      Q   But not the use of the facility?
24      A   The additional use of storage is not
25 subject to mitigation and restoration charge.
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1          THE COURT:  Mr. Oliver, would this be a
2 good time for a lunch recess?
3          MR. OLIVER:  Yes, Your Honor.
4          THE COURT:  All right.  Let's adjourn for
5 lunch.  We shall reconvene at 1:30.
6       (Lunch recess taken from 12:25 to 1:32)
7          THE CLERK:  All rise.  The court is again
8 in session.
9          THE COURT:  Thank you.  You may be seated.

10          Mr. Oliver, I was thinking over lunch that
11 you are a very soft-spoken person, which is an
12 admirable trait in many walks of life, but perhaps
13 not this one.  Could you keep your voice up a little
14 bit so that we can hear a little easier.
15          MR. OLIVER:  Yes, Your Honor, will do.  My
16 apologies.
17          THE COURT:  All right.  Thank you.
18 BY MR. OLIVER:
19      Q   Good afternoon, Dr. Mooney.  I'd like to
20 resume by turning to another exhibit that
21 Mr. Ralston asked you about which is Plaintiffs'
22 Exhibit 297.  And I want to in particular focus your
23 attention on paragraph three in Plaintiffs'
24 Exhibit 297.
25          THE COURT:  Where is this document?
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1          MR. OLIVER:  This is in plaintiffs' witness
2 binder for Dr. Mooney.  Plaintiffs' Exhibit 297.
3          THE COURT:  Okay.  I have it now.  It's
4 blank so I don't have this document.
5          I've got it now.
6 BY MR. OLIVER:
7      Q   Do you recall testifying concerning the
8 first sentence in paragraph three indicating that:
9 "We believe we already have the ability to achieve

10 proportionality with changes to our annual
11 appropriation language..."
12          Do you see that sentence?
13      A   Yes, I do.
14      Q   And do you recall testifying about it?
15      A   I recall testifying about it.
16      Q   To your understanding, does Bureau of
17 Reclamation have an obligation to seek
18 appropriations that have funding sufficient to
19 achieve exact proportionality?
20      A   We do not believe we have an obligation to
21 achieve exact proportionality.
22      Q   Why not?
23      A   Because we believe that we're limited in
24 what we can collect from water, and we have an
25 obligation to try and achieve 50 million in order to
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1 accomplish the purposes of the CVPIA.
2      Q   So what did you mean in paragraph three
3 when you said:  "We believe we already have the
4 ability to achieve proportionality with changes to
5 our annual appropriations language," what did you
6 mean?
7      A   I believe that, if Congress changed our
8 appropriations language, that could limit our
9 collections.

10      Q   Turn to Exhibit 309, also Plaintiffs' 309,
11 which you also testified about earlier this morning.
12      A   Okay.
13      Q   And do you recall testimony concerning the
14 second paragraph when you said:  "We should talk
15 through my proposal to apply proportionality to the
16 $50 million ceiling, not to actual collection
17 receipts from water"?  Do you recall testifying
18 about that?
19      A   I do recall that.
20      Q   And I believe you testified that you
21 believe that assertion was wrong, was that your
22 testimony that you stated earlier?
23      A   I believe that the Act does not support
24 that interpretation.
25      Q   Can you explain to the Court why that is
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1 your belief?
2      A   I believe the Act requires us to seek the
3 appropriations that we need in order to accomplish
4 the Fish and Wildlife provisions of the Act, and I
5 don't think that there is a -- I believe the Act
6 is -- states the language on taking into account all
7 funds collected under the title would prevent us
8 from indexing it to the 50 million.
9      Q   And explain why that is the case, please.

10      A   Under what I was proposing here, taking all
11 funds into account would have to be taking into
12 account funds that were not collected, and that does
13 not feel like a very straightforward interpretation.
14          MR. OLIVER:  Your Honor, that concludes the
15 cross-examination portion, and so now I will
16 commence with the direct testimony.
17          THE COURT:  All right.  Very well.
18                  DIRECT EXAMINATION
19 BY MR. OLIVER:
20      Q   You were the program manager for the CVPIA,
21 correct?
22      A   That's correct.
23      Q   Between what years were you the program
24 manager for the CVPIA?
25      A   I believe, roughly, early 2013 to mid-2016.

615

1      Q   Can you describe your duties and
2 responsibilities as program manager?
3      A   My responsibilities were to administer the
4 restoration fund.
5      Q   Any other duties?
6      A   The -- when I had an accretion of duties to
7 my supervisory role at the program management
8 branch, I also supervised several program and
9 project managers for the CVPIA as well as for the

10 water conservation branch and the -- some of the
11 environmental compliance specialists that assisted
12 with water transfers.
13      Q   And as the chief of the program management
14 branch, who did you report to?
15      A   I reported to Rick Woodley.
16      Q   How many people reported to you?
17      A   I believe about 15.
18      Q   In your capacity as chief of the program
19 management branch, did you have any responsibilities
20 concerning budgets?
21      A   I was responsible for the obligation
22 component for the restoration fund and some elements
23 of the Bay-Delta fund when funding was provided to
24 me, and also some elements of water-related
25 resources.
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1      Q   In your capacity as the chief of the
2 program management branch, did you have any occasion
3 to work with Fish and Wildlife service?
4      A   I worked with Fish and Wildlife service on
5 a regular basis.
6      Q   In what capacity were you working with the
7 Fish and Wildlife service?
8      A   A delegation for implementing the CVPIA is
9 shared between the Fish and Wildlife service and the

10 Bureau of Reclamation.
11      Q   Did you have any responsibility with
12 respect to the implementation of the statutory
13 directives set forth in section 3407 CVPIA as the
14 program manager?
15      A   I had a responsibility for doing the
16 planning, obligations, and reporting on activities
17 for the restoration fund.
18      Q   And how did you report on the activities
19 regarding the restoration fund?
20      A   You prepared annual accomplishment reports
21 for submittal to Congress.
22      Q   Any connection with your duties as program
23 manager and later chief of the program management
24 branch, did you have occasion to become
25 knowledgeable about various sections of the CVPIA?

617

1      A   I became knowledgeable about the 3406,
2 3407, and certain of the 3408 sections, and was
3 occasionally asked about others.
4      Q   Those are relevant to your duties as
5 program manager?
6      A   The relevant duties of the program manager
7 would have been the 3406, 3407 and certain of the
8 3408.
9      Q   Which aspects of 3408 were relevant to your

10 duties as program manager?
11      A   Primarily, there was a land retirement
12 provision, and there was also -- I believe 3408 is
13 where the annual reporting requirement appears as
14 well.
15      Q   So let's turn to the statute which is the
16 CVPIA section 3406, which is Joint Exhibit 3.  I
17 want to focus your attention on 3406(b)(1), and in
18 particular the sentence at the end of the first
19 paragraph of 3406(b)(1), paraphrasing, says:  The
20 secretary is authorized and directed to.  Do you see
21 that language, right before (b)(1)?
22      A   I see that sentence.
23      Q   Okay.  And then there is a listing of 23
24 activities; is that correct?
25      A   That's correct.

618

1      Q   Did you have any responsibility with
2 respect to the implementation of the activities set
3 forth in 3406(b)(1) through (23)?
4      A   I was responsible for the restoration fund
5 obligations towards these activities and
6 coordinating that with other sources of
7 appropriations.  Then I directly supervised program
8 managers for the in-stream flow program and the
9 anadromous fish stream program.

10      Q   Okay.
11      A   And then we consider the refuge water
12 supply program to be linked to the in-stream flow
13 program.  Those would appear as a separate section
14 or subsection.
15      Q   You mentioned a few minutes ago that you
16 provide or were responsible for the annual
17 accomplishment reports, correct?
18      A   Correct.
19      Q   The activities that you just mentioned in
20 3406(b)(1) through (23), would they be referenced in
21 annual accomplishment reports or were they actually
22 completed?
23      A   Those activities were described in the
24 accomplishment report including progress as well as
25 completion, where they were completed.

619

1      Q   Now, you mentioned that you were
2 responsible for obligations for these activities
3 with respect the restoration fund, and you also
4 referenced other sources of appropriations, correct?
5      A   Correct.
6      Q   Can you identify for the court what those
7 other sources of appropriations would be aside from
8 the restoration fund?
9      A   There's the water-related resources fund.

10 There's the CALFed Bay-Delta Fund, and the one-time
11 American Recovery and Reinvestment Act.
12      Q   As the program manager, did you have
13 occasion to obligate funds with respect to CVPIA
14 activities with respect to those resources?
15      A   I was not involved in the obligation of
16 American Recovery and Reinvestment Act fund.
17      Q   But CALFed and water-related
18 appropriations, you were involved in obligations
19 with respect to those two funds?
20      A   I would say I was primarily responsible for
21 the CVPIA, and then there are other individuals who
22 manage the water-related and CALFed, Bay-Delta, but
23 we coordinate so those funds can be used on
24 activities where that's determined to be the proper
25 use.
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1      Q   And how would you determine whether or not
2 funds should be allocated, for instance, the
3 restoration fund versus the water related or CALFed,
4 how was that determination made?
5      A   It would depend on the various priorities
6 for the year, and it would also depend on the status
7 of implementing the different projects, and so there
8 would be an interactive discussion about where the
9 best -- where the highest need was and where the

10 best uses of these funds would go.
11      Q   Let's turn to section 3407 involving the
12 restoration fund.  Take the very first sentence in
13 3407(a).  In particular, focus your attention on the
14 various sources of revenues that are referenced in
15 that first section.
16          Do you see the various sections that I
17 reference there?
18      A   Yes, I do.
19      Q   Are you familiar with what revenue sources
20 are generated from each section with respect to the
21 restoration fund?
22      A   To a certain extent, yes.
23      Q   Okay.  But, I mean, you can identify the
24 revenue source -- or can you identify the revenue
25 source or sources from each subsection as referenced

621

1 in the that first sentence?
2      A   I believe I can.
3      Q   So let's look at 3404(c)(3), what revenue
4 source or sources correlate to that section?
5      A   I believe those are the pre-renewal
6 charges.
7      Q   You earlier testified about the term
8 non-discretionary revenues; do you recall that?
9      A   Yes, I do.

10      Q   Can you remind the Court what is a
11 non-discretionary revenue?
12      A   The non-discretionary revenues are all
13 sources except for the mitigation and restoration
14 charges.
15      Q   Okay.  So what is the pre-renewal, what
16 category does that fit into?
17      A   That is a non-discretionary charge.
18      Q   And are there any other sources of revenue
19 in 3404(c)(3) other than pre-renewal?
20      A   I'm not sure if the tiered pricing is in
21 that section or the next section.
22      Q   Okay.  Well, 3405(f), what sources of
23 revenue are located there?
24      A   Not entirely sure on the tiered pricing,
25 but I believe that tiered pricing and water transfer

622

1 charges are 3405(f).
2      Q   You can flip back and just take a second to
3 look in the statute so you can determine whether or
4 not -- where tiered prices are located.
5      A   3405(f) has the tiered pricing.
6      Q   And water transfers are in what section?
7      A   3405(a).
8      Q   Okay.  And tiered pricing and water
9 transfers, how would you characterize those two

10 charges with respect to the dichotomy we just talked
11 about, non-discretionary versus M&R?
12      A   They are non-discretionary.
13      Q   So we're up to three non-discretionaries.
14          3406(c)(1), what revenue sources correlate
15 to that provision?
16      A   That would be the Friant surcharge.
17      Q   And 3407(d) -- and the Friant surcharge is
18 -- again, what type of charge is that?
19      A   A non-discretionary charge.
20      Q   And, finally, 3407(d), what revenue sources
21 -- source or sources are correlated to that
22 provision?
23      A   Those are the mitigation and restoration
24 charges and the M&I surcharge.
25      Q   Okay.  And M&I surcharge is what type of

623

1 charge?
2      A   The M&I surcharge is a non-discretionary
3 charge.
4      Q   So by my count I have 1, 2, 3, 4, 5.  How
5 many non-discretionary charges are there?  I'm
6 sorry, I asked it in backwards form.  I'll clean it
7 up.  How many non-discretionary charges are there?
8      A   Pre-renewal, tiered, transfer, Friant, M&I.
9 Five.

10      Q   So there are five non-discretionary charges
11 and then there's the M&R charge?
12      A   Correct.
13      Q   And are those the six charges -- they
14 comprise the restoration fund?
15      A   We are also allowed to accept donations.
16      Q   And donations.  Fair enough.
17          All right.  Let's move to 3407(b) entitled
18 "Authorization of Appropriations."  Are you familiar
19 with this provision?
20      A   Yes, I am.
21      Q   Focusing on the first sentence:  "Such sums
22 as are necessary up to $50 million per year."  Do
23 you see that?  "...are authorized to be appropriated
24 to the secretary to be derived from the restoration
25 fund..."
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1          What is your understanding of what this
2 provision entails, sir?
3      A   My understanding is that this authorizes us
4 to seek appropriations that are necessary to achieve
5 the different CVPIA provisions.
6      Q   Do you have an understanding of whether or
7 not you can take appropriations that exceed
8 $50 million a year in 1992 dollars?
9      A   Not from the restoration fund.

10      Q   What's your understanding of the purpose of
11 the appropriations that are referenced in 3407(b)?
12      A   The purpose is generally for the Fish and
13 Wildlife programs.
14      Q   Let's move down to 3407(c) entitled
15 "Mitigation and Restoration Payments By Water and
16 Power Beneficiaries."  You're also familiar with
17 this provision, correct, sir?
18      A   Yes, I am.
19      Q   Focusing on (c)(1), what is your
20 understanding of what this provision entails as a
21 program manager -- from the standpoint of the
22 program manager?
23      A   My understanding is that this requires us
24 to seek appropriations for the mitigation and
25 restoration charges.

625

1      Q   And what particular language tells you
2 that?
3      A   To the extent required, an appropriation
4 act.
5      Q   So as program manager, were you familiar
6 with the appropriations acts every year that concern
7 the restoration fund?
8      A   Generally.
9      Q   Were you familiar with the language

10 contained in those appropriations acts with respect
11 to the mitigation and restoration charge and the
12 restoration fund more generally?
13      A   Yes.
14      Q   Let's move down to (c)(2), 3407(c)(2).  Do
15 you see the sentence in 3407(c)(2), the section
16 prior to the italicized "provided."  Did you see
17 that section?
18      A   Yes, I do.
19      Q   What is your understanding of what that
20 section means?
21      A   That tells me that we need to estimate what
22 we may be able to collect.
23      Q   Is there any baseline when you say that you
24 estimate -- well, let me strike that.
25          There's a reference to an amount that can

626

1 reasonably expect to equal the amount appropriated
2 per year.  Do you see that section, sir -- that
3 phrase?
4      A   Yes, I do.
5      Q   What, if any, meaning to you attribute to
6 that phrase in the context of 3407(c)(2)?
7      A   My understanding is that's direction on how
8 we estimate the mitigation and restoration payments.
9      Q   Let's continue.  After the word "provided,"

10 and, in particular, it references:  That, if the
11 total amount appropriated under subsection (b) of
12 this section for the fiscal years following
13 enactment of this title does not equal $50 million
14 per year..."  Let's just freeze there for a second.
15 Has there been any year in which -- in 1992 dollars.
16 Has there been any year in which the appropriations
17 have equaled $50 million per year in 1992 dollars?
18      A   Not for the restoration fund.
19      Q   For the restoration fund, yeah, okay.
20          I want to focus your attention on the
21 section beginning with "The secretary shall impose."
22 Do you see that?  "The secretary shall impose such
23 charges in fiscal year 1998 and each fiscal year
24 thereafter."  Do you see that section?
25      A   Yes, I do.

627

1      Q   What is your understanding of what -- if
2 you can take a second to read the rest of that
3 clause.  What is your understanding of what that
4 provision means?
5      A   My understanding is that provision sets the
6 requirement to try and collect 50 million per year.
7      Q   And you notice the phrase "subject to the
8 limitations in subsection (d)" that's contained
9 therein.  Do you see that?

10      A   Yes, I do.
11      Q   What is your understanding as to where you
12 would find the limitations in subsection (d)?  Where
13 are they located?
14      A   In section (d)(1) and (d)(2)(a).
15      Q   Let's move to 3407(d)(1).  Are you familiar
16 with this provision?
17      A   Yes, I am.
18      Q   What does it mean?  What is your
19 understanding of what it means?
20      A   I understand that we would reduce the
21 mitigation and restoration charges if we thought
22 that non-discretionary charges would be greater than
23 20 million so as not to exceed 50 million total,
24 1992 price levels.
25      Q   To your understanding, under what
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1 circumstances is (d)(1) applicable?
2      A   (D)(1) is applicable when non-discretionary
3 charges exceed 20 million.
4      Q   Okay.  And is (d)(1) applicable when you
5 look at the entire restoration fund when -- let's
6 give you a hypothetical.
7          If the restoration fund in any given year
8 Reclamation estimates that there will be $40 million
9 from both non-discretionary -- or excuse me.

10          Let's imagine a hypothetical in which the
11 non-discretionaries are $10 million.
12      A   Okay.
13      Q   That's the total.  Would (d)(1) be
14 applicable then?
15      A   It would not modify the mitigation and
16 restoration charges.
17      Q   Well, yes, but just so the Court has a
18 benefit of an answer, would you apply (d)(1) in that
19 instance, if the non-discretionary payments you
20 estimate would total about $10 million?
21      A   We would look at (d)(1) and determine that
22 it did not change the mitigation and restoration
23 charges.
24      Q   Let me focus your attention on the second
25 sentence of (d)(1).  It says:  "The secretary shall

629

1 decrease all such payments on a proportionate basis
2 from amounts contained in the estimate so the
3 aggregate amount is collected pursuant to the
4 requirements of paragraph (c)(2) of this section."
5          Do you see that?
6      A   Yes, I do.
7      Q   What's your understanding of what that
8 aggregate amount that's referred to in (d)(1), what
9 is that aggregate amount from paragraph (c)(2), what

10 is that?
11      A   That would be the total of the
12 non-discretionary charges and the mitigation and
13 restoration charges.
14      Q   And where do you find that?  This
15 references "in an aggregate amount that's collected
16 pursuant to the requirements of paragraph (c)(2),"
17 correct?
18      A   Correct.
19      Q   So explain for the Court how this
20 decreasing -- explain how a scenario in which
21 Reclamation would decrease payments on a
22 proportionate basis from amounts collected in the
23 estimate so that an amount is collected pursuant to
24 the requirements of paragraph (c)(2).  Explain --
25 maybe provide an example -- if you want to use

630

1 numbers, that's fine -- as to how that would
2 actually work and be applied.
3      A   If we had non-discretionary payments of
4 $40 million, we would reduce the mitigation and
5 restoration charges to 10 million so that in
6 aggregate it would be the 50 million limit.
7      Q   Why are you reducing the M&R payments in
8 your example to 10 million?  How do you get to 10?
9      A   I would take the $50 million, I would

10 subtract the 40 million in non-discretionary
11 payments, and that leaves 10 million in mitigation
12 and restoration charges, in order to achieve the 50
13 million.
14      Q   Why are you using 50 million in your
15 example?  Is there someplace in the statute in
16 3407(c) or (d)?  Where are you getting $50 million?
17 Can you point the Court to there?
18      A   I'm getting that from 3407(c)(2).
19      Q   All right.  So let's move on to 3407(d)(2),
20 okay?  The first sentence says:  "The secretary
21 shall assess and collect the following mitigation
22 and restoration payments, to recover to the
23 restoration fund, subject to the requirements of
24 paragraph (1) of this subsection."
25          And we just looked at paragraph (1),

631

1 correct?
2      A   Correct.
3      Q   So just taking that sentence I just read in
4 (d)(2), what is your understanding of that
5 provision?
6      A   I understand that provision to be setting
7 the amount of money we should collect in mitigation
8 and restoration payments, and then I look to (d)(1)
9 that tells me I should reduce that amount so as not

10 to exceed 50 million in aggregate.  And then I see
11 (d)(1) as referring to (c)(2), which tells me to
12 assess -- to seek 50 million.
13      Q   Let's move on to (d)(2)(a), okay?
14      A   Okay.
15      Q   It says:  "The secretary shall require
16 Central Valley Project water and power contractors
17 to make such additional annual payments as are
18 necessary to yield, together with all other
19 receipts, to the amount required under paragraph
20 (c)(2) of this section."
21          What's your understanding as to what the
22 amount required under paragraph (c)(2) of this
23 section is?
24      A   The amount required under paragraph (c)(2)
25 is 50 million.
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1      Q   So what's your understanding of this
2 provision in 3407(d)(2)(a), that is, the provision
3 before the word "provided," the one that I just
4 read -- do you see that?
5      A   Yes, I do.
6      Q   What is your understanding of what that
7 provision means?
8      A   I see that provision identifying who we
9 collect mitigation and restoration charges from and

10 direction to seek the 50 million under (c)(2).
11      Q   It's followed by the word "provided."  Do
12 you see that?
13      A   Yes, I do.
14      Q   What's your understanding of -- well, let's
15 keep going.  It says "provided," and then there's a
16 clause concerning the 30 million.
17          Do you see that?
18      A   Yes, I do.
19      Q   What's your understanding of what
20 "provided" means in that context, following what you
21 just described as a $50 million requirement.  What
22 does the word "provided" mean?
23      A   I see "provided" as direction on how we are
24 to collect the mitigation and restoration charges.
25      Q   It says -- what is your understanding of

633

1 what that first clause is following the word
2 "provided" concerning the $30 million; what does
3 that mean?
4      A   To me that means in seeking the 50 million
5 we cannot exceed 30 million.  All of these are on a
6 three-year rolling average.
7      Q   But there's a requirement -- you said
8 there's a requirement to achieve $50 million, so how
9 does the $30 million provision relate to the

10 $50 million requirement?
11      A   I see 30 million as the limitation on the
12 degree to which mitigation and restoration charges
13 can be used to reach that 50 million.
14      Q   Let's go to the next clause following the
15 word -- following the phrase "provided further."
16          Do you see that?
17      A   Yes, I do.
18      Q   And there's a reference to $6 per acre-foot
19 and $12 per acre-foot for water sold and delivered.
20 What's your understanding of what this provision
21 means?
22      A   For that provision we cannot exceed a
23 certain per acre-foot price for irrigation water for
24 agriculture of $6, and we cannot exceed a price of
25 $12 per acre-foot for M&I water.

634

1      Q   Does the $6 and $12 limit, does it or does
2 it not trump the $50 million funding requirement?
3      A   The 6 and $12 would be a hard limit.  We
4 could not go above those in order to achieve 50
5 million.
6      Q   Same question regarding the $30 million M&R
7 ceiling.
8      A   We could not go above 30 million in order
9 to achieve 50 million.

10      Q   Let's go to the next clause following the
11 word "provided further."  This references an ability
12 of the water users to pay.  What does that section
13 mean?
14      A   I'm not an expert on ability-to-pay relief,
15 but I understand that for certain water users who
16 can't afford to pay their bills, there's some relief
17 granted to where part of those costs go to power.
18 In this case, I would see this as they do not have
19 to pay the restoration fund, mitigation and
20 restoration charges.
21      Q   All right.  Let's keep going.  The last one
22 says:  "And provided further concerning the
23 completion of certain activities."
24          What does that section mean?
25      A   That section means that when we've

635

1 completed the Fish and Wildlife provision we would
2 reduce the total amount of mitigation and
3 restoration charges that are allowable.
4      Q   Now, let's turn to the concept of the
5 subject to the limitations in subsection (d) which
6 you previously testified about.
7          Do you have some understanding of what
8 plaintiffs' legal position is in this case with
9 respect to whether the proportionality provision is

10 subject to the limitations in subsection (d)?
11      A   I believe I understand the intended
12 outcome.
13      Q   But you don't know what their argument is?
14      A   I understand that their argument is that
15 proportionality takes priority over anything else.
16      Q   Right, I understand.  But do you understand
17 whether or not -- plaintiffs' position as to whether
18 or not -- the proportionality provision -- you're
19 familiar with the proportionality provision,
20 correct?
21      A   Yes I am.
22      Q   Do you know whether plaintiffs contend
23 whether or not that provision is one of the
24 limitations in subsection (d)?
25      A   I am familiar with that.
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1      Q   What's their position?
2      A   Their position is that proportionality is
3 one of the limitations in subsection (d) on the
4 direction to seek 50 million.
5      Q   Do you agree?
6      A   I do not agree with their position.
7      Q   Why?  Why do you not agree?
8      A   I believe it is not one of the limitations.
9 It's caveated "to the greatest degree practicable,"

10 and it does not have the "provided further" or
11 "provided by."
12      Q   Does Reclamation implement the
13 proportionality provision?
14      A   We do seek to get proportional to the
15 greatest degree we can.
16      Q   Name all the ways in which Reclamation
17 implements the proportionality provision.
18      A   We assess the non-discretionary charges
19 when those water transactions occur.  We maximize
20 the mitigation and restoration charges on water.
21 That would be the $6 and $12 per acre-foot
22 limitation.  And we continue to diligently implement
23 the programs to achieve completion.
24      Q   What impact does maximizing the 6 and the
25 12 have with respect to proportionality?

637

1      A   That both increases the amount that water
2 pays and reduces the amount that power would need to
3 pay to get to the 30 million limitation on
4 mitigation and restoration charges.
5      Q   How long has that been the policy of
6 Reclamation to maximize the water charges?
7      A   I believe since the 1993 interim
8 guidelines.
9      Q   To when?

10      A   It is still the policy.
11          MR. OLIVER:  I'd like to show the witness a
12 demonstrative exhibit that's labeled DDX 1.
13          THE COURT:  Yeah.  May I ask a question?
14 This seems like an appropriate break point.
15          I've been trying to understand the
16 proportionality test, and this relates to what you
17 were just explaining.  It sounds to me that you're
18 trying to achieve or receive 50 million per year
19 total, right?
20          THE WITNESS:  Correct.
21          THE COURT:  And you have some fairly
22 detailed and firm calculations for determining the
23 water portion of the 50 million, and I think you
24 said they're non-discretionary?
25          THE WITNESS:  Correct.

638

1          THE COURT:  And so to get the -- and I'm
2 looking at this at rather a high level, I
3 understand.  But to get the amount of the power
4 allocation, you just take the 50 million less the
5 water, and the balance is power, right?
6      A   We take the 50 million.  We generally
7 recognize the non-discretionary charges don't
8 materialize.  So then we seek to maximize the
9 mitigation and restoration charges.  So we take the

10 30 million, then we subtract off the water, and the
11 remainder is assigned to power.
12          THE COURT:  And the remainder is -- seems
13 to be tied directly to whatever amount is left over
14 to achieve your $50 million goal, right?
15          THE WITNESS:  To achieve the 30 million.
16          THE COURT:  Okay, 30 million.
17          THE WITNESS:  Yes.
18          THE COURT:  It doesn't have any
19 relationship to any level of usage or anything; it's
20 just the amount left over to achieve 50 million?
21          THE WITNESS:  That's correct.
22          THE COURT:  Right?
23          THE WITNESS:  (Nods head)
24          THE COURT:  Okay.  Sorry for the
25 interruption.  Trying to get my arms around this.

639

1          MR. OLIVER:  Understood.
2          THE COURT:  You said you had a
3 demonstrative.
4          MR. OLIVER:  Exactly.
5 BY MR. OLIVER:
6      Q   DDX 1 has been a demonstrative that's
7 already been marked.  If I may approach the witness.
8          Dr. Mooney, have you seen this graph
9 before?

10      A   Yes, I have.
11      Q   Can you describe for the Court what it
12 depicts?
13      A   This graph is plotting what the plaintiffs
14 reported would be the proportion of power payments
15 as a function of total collections in the blue line,
16 and comparing that to a flat line that looks to be
17 about 24 percent, which would be an estimate of the
18 repayment obligation currently.
19      Q   You testified about the term "target
20 allocation," correct?
21      A   Correct.
22      Q   Does that have any import with regard to
23 this graph?  Does that have any application with
24 regard to this graph?
25      A   The target allocation today at about
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1 24 percent, you would use the 24 percent number in
2 determining the target allocation, if those -- if
3 that practice was controlling what we collect from
4 power.
5      Q   Are there years in this graph in which
6 power is -- percentage of power's collection -- this
7 goes back to proportionality -- is below the target
8 -- below the level of proportionality, below the
9 target allocation?

10      A   There are individual years where power's
11 payments are less than the 24 percent line.
12      Q   What years do they appear in this graph?
13      A   1993, 1996, 1997, 1998, 1999, 2001, 2004,
14 2007 and 2010.
15      Q   What accounts for -- and there are also
16 instances in which power's payments are above what's
17 proportional, fair?
18      A   That's correct.
19      Q   And they are indicated -- okay.  Let me
20 start over.
21          What accounts for, in your understanding as
22 program manager and implementation of the program,
23 the instances in which it's below -- power's
24 payments are below proportional and instances in
25 which it's above proportional?  What accounts for
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1 those swings?
2      A   In any individual year, it is a combination
3 of the high, medium, and low funding cycles as a
4 result of how we implement the three-year rolling
5 average as well as our ability to deliver water and
6 assess mitigation and restoration charges on water
7 delivery.
8      Q   What would affect your ability to affect
9 water deliveries?

10      A   In this case, primarily drought, but also
11 biological opinions that restrict it for endangered
12 species act requirements.
13      Q   Okay.
14      A   And possibly some -- possibly some
15 maintenance issues, but that's minor compared to the
16 prior two.
17      Q   Okay.  And you mentioned drought
18 conditions?
19      A   Yes.
20      Q   Are you familiar when there were drought
21 conditions as it relates to the time periods
22 reflected in this graph?
23      A   I'm very familiar with the most recent
24 drought.
25      Q   When would that have occurred?
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1      A   We believe it was about a five-year
2 drought.  There are some hydrologists who believe it
3 goes back further than that.
4      Q   What time period, what years?
5      A   In hit particularly hard in 2014 and 2015.
6          THE COURT:  It doesn't seem like there's
7 any proportionality calculation going on here at
8 all.  The amount that you charge to power is just
9 the difference between your goal and the amount that

10 you charge to water.
11          THE WITNESS:  We have not had sufficient
12 water deliveries to where proportionality would be
13 in effect.
14          THE COURT:  So if you look at the time
15 period shown on your chart, there is no
16 proportionality calculation at all, right?
17          THE WITNESS:  For these years?
18          THE COURT:  Yes.
19          THE WITNESS:  We have not had to do a
20 proportionality calculation.
21          THE COURT:  You just charged power the
22 difference between the goal and the water?
23          THE WITNESS:  Correct.
24          THE COURT:  Okay.
25          THE WITNESS:  Because we know that there's
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1 no ability to invoke proportionality.
2 BY MR. OLIVER:
3      Q   Can you explain -- can you further explain
4 why that -- you say there's no ability to invoke
5 proportionality.
6          But why is it the case that Reclamation has
7 not calculated what would be proportional, power's
8 allocation percentage, and then charge power
9 according to that percentage, why doesn't

10 Reclamation do that?
11      A   Because we believe that direction to
12 collect 50 million takes priority, and that
13 direction requires us to collect 30 million in
14 mitigation and restoration charges, and we have not
15 received sufficient water charges to where we could
16 achieve strict proportionality.
17      Q   Let's focus on the phrase "to the greatest
18 degree practicable."  Let's imagine a world in which
19 that phrase is excised from the statute, okay?
20      A   Okay.
21      Q   So be proportional.  What's your
22 understanding as to whether or not Reclamation would
23 have an obligation to first calculate
24 proportionality before concerning itself with the
25 $50 million?
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1      A   We haven't thoroughly explored that.  My
2 hypothesis is that we would have to reduce what we
3 could collect in mitigation and restoration charges,
4 and it would be a hard requirement.
5      Q   Well, let's return back to reality which is
6 3047(d) [sic], the proportionality provision in
7 3047(d) [sic], contains the phrase "to the greatest
8 degree practicable."  Fair?
9      A   Fair.

10      Q   Explain for the Court how you see the
11 $50 million funding requirement, which you have
12 testified about, and the obligation to achieve
13 proportionality to the greatest degree practicable.
14 How do those two provisions interact or interrelate?
15      A   We believe that there's a -- that the
16 direction to collect 50 million takes priority over
17 the direction to assess charges proportional to the
18 greatest degree practicable.
19      Q   Assuming everything else stays the same --
20      A   I'm sorry, I didn't --
21      Q   Assuming everything stays the same, keep
22 all variables the same looking at this graph, with
23 the exception of Reclamation's implementation of
24 proportionality, right?  Meaning, you've testified
25 that water implements proportionality by charging
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1 water up to the 6 and 12, the maximum allowed,
2 correct?  Is that accurate?
3      A   We assess the maximum amount.
4      Q   Okay.  Let's just assume a world in which
5 Reclamation charged -- consistently charged less
6 than the maximum, right?  6 and 12 is a ceiling.
7 Imagine Reclamation charged water less under that
8 ceiling.  How would that affect the peaks that you
9 see with respect to power's contributions in this

10 graph?  What would it look like?
11      A   They would be higher.  They'd be more
12 disproportional.
13      Q   Why does Reclamation not do that?
14      A   Because we believe that we're required to
15 achieve proportionality to the greatest degree
16 practicable, and that would require us to maximize
17 our assessments to water.
18      Q   In light of the $50 million requirement --
19 back up.  You've testified that non-discretionary
20 revenues have not materialized to any significant
21 degree since the enactment of the statute; is that
22 correct?
23      A   That's correct.  The only one that has
24 millions is the Friant surcharge.
25      Q   What impact, if any, has that had on
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1 Reclamation's ability to achieve exact
2 proportionality?
3      A   Because the non-discretionary charges have
4 not materialized, we've had less implementation of
5 the programs, so it has interfered with our ability
6 to complete the projects.  We have not been able to
7 reduce the mitigation and restoration payments which
8 would have provided some relief to power.
9      Q   Previously you testified about 3407(d)(1),

10 correct?
11      A   Correct.
12      Q   And so counter-factual, in reality, you
13 mentioned the non-discretionaries have not been
14 significant, but if you had 30 or, say, $40 million
15 in non-discretionaries realized, what impact would
16 that have had on Reclamation's ability to achieve
17 exact proportionality?
18      A   Under that scenario where we had 40 million
19 in non-discretionary charges, we would have reduced
20 the mitigation and restoration charges to 10 million
21 and, in that case, we would be assessing the
22 entirety of that mitigation and restoration charge
23 to power, and power would be also disproportionate
24 but less than the cost allocation, so it'd be in
25 power's favor, assuming the cost allocation remained
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1 the same.
2      Q   Understood.
3          Are you familiar with the extent to which
4 Reclamation law is assigned priority to various
5 project purposes?
6      A   I'm familiar.
7      Q   Prior to the CVPIA, can you articulate for
8 the Court what those -- what that priority was with
9 respect to the various project purposes?

10      A   I believe the first priority was river
11 regulation, flood control, and navigation.  The
12 second priority was water deliveries for municipal
13 and industrial and agricultural, or it was called
14 irrigation at that time, and the third priority was
15 power generation.
16      Q   Fast forward to the enactment of the CVPIA.
17 Did that change the priority of project purposes
18 that you just articulated?
19      A   It added additional project purposes, but
20 it did not reorder the existing project purposes.
21      Q   What project purposes were added?
22      A   It added Fish and Wildlife, mitigation and
23 restoration as having equal priority with water
24 deliveries, and it added Fish and Wildlife
25 enhancement as having equal priority with power
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1 generation.
2      Q   What was the relationship in priority
3 between Fish and Wildlife and restoration and power,
4 what's the priority between those two?
5      A   Fish and Wildlife mitigation and
6 restoration would be higher than power generation.
7      Q   After CVPIA, what's the priority between
8 water, both municipal, industrial, and agricultural,
9 versus power?

10      A   Water is higher than power.
11      Q   Let's turn to JX 4, please, page two.  Are
12 you there?
13      A   Yes, I am.
14      Q   And I want to focus your attention on the
15 "Central Valley Project Restoration Fund" on
16 page two.
17      A   Okay.
18      Q   Are you familiar with that language?
19      A   Yes, I am.  Not this year, but other years
20 with different numbers.
21      Q   But is the basic language the same from
22 this year to the previous years, I mean, minus the
23 numbers?
24      A   With the exception of the amount, yes.
25      Q   And so focusing on the first sentence,
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1 there's a reference to roughly $55.6 million.
2          Do you see that?
3      A   Yes, I do.
4      Q   What does that correspond to?
5      A   To me, that is our spending ceiling.
6      Q   Can you collect more than that ceiling?
7      A   Yes, we can.
8      Q   But you can't spend more than it?
9      A   Correct.

10      Q   What fund is that in reference to?
11      A   This is the Central Valley Project
12 Restoration Fund.
13      Q   I want to focus your attention on the
14 phrase after "provided."  Do you see that?  Starting
15 with:  "That the Bureau of Reclamation is directed
16 to assess and collect the full amount of additional
17 mitigation and restoration payments authorized by
18 section 3407(d)."
19          Do you see that section, sir?
20      A   Yes, I do.
21      Q   Are you familiar with that section?
22      A   Yes, I am.
23      Q   What's your understanding of what that
24 section in the appropriation law means?
25      A   We believe that is the direction to
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1 maximize the mitigation and restoration charges.
2      Q   And what in that language tells you that?
3      A   The full amount.
4      Q   Anything else?
5      A   Just that we're directed to assess and
6 collect the full amount of the additional mitigation
7 and restoration payments.
8      Q   What's your understanding of what the term
9 "full amount" means?

10      A   It means the maximum.
11      Q   The maximum of what?
12      A   That would be -- we would look at the CVPIA
13 and see what the -- look at our directives there,
14 and would see what it goes back to in trying to
15 achieve the $50 million.  We would look then to the
16 mitigation and restoration charges and, based on the
17 lack of non-discretionary charges, see the need to
18 assess the 30 million on a three-year rolling
19 average basis, and that would be the full amount.
20      Q   Why do you look back to the statute with
21 respect to the appropriations?
22      A   It refers to section 3407(d), and 3407(d)
23 refers to the 3407(c)(2) language.
24      Q   Let's go back to my scenario where you have
25 $40 million in non-discretionary revenue.  Let's do
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1 a hypothetical and say Reclamation anticipates in a
2 particular year 40 million in non-discretionary
3 revenue, okay?
4      A   Okay.
5      Q   I understand it may not be something that's
6 occurred since '92, but that's hypothetical.
7          In that instance, what would the full
8 amount authorized be according to this language?
9      A   I believe the full amount would be 10

10 million.
11      Q   How do you get that?
12      A   I take the 50 million -- assuming we're
13 still in 1992 dollars, I take the 50 million, and I
14 subtract 40 million in non-discretionary payments,
15 and then I reduce the mitigation and restoration
16 charges so as not to exceed 50 million, which means
17 I subtract 40 million from 50 million, and I come to
18 $10 million.
19      Q   Go to JX 6.  In particular, page 29 of JX
20 6.  In particular, Section C of JX 6.
21          What is JX 6, by the way?
22      A   JX 6 is the revised interim guidelines for
23 restoration fund payments and charges.
24      Q   So Section C, page 29, what does that
25 concern, that Section C on page 29?
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1      A   That addresses the total amount of
2 mitigation and restoration charges.
3      Q   There are references to water limits in
4 that section.  Do you see that?  Or, actually, more
5 precisely, there's a reference to a maximum
6 restoration payment policy.  Do you see that, in
7 paragraph C of JX 6?
8      A   I don't see that reference.
9      Q   In bold, in Section C?

10      A   The total restoration payment obligation?
11      Q   It says:  "Hereafter this policy shall be
12 referred to as the maximum restoration payment
13 policy."
14          Are we in different sections?
15      A   I think we're on different sections.
16      Q   I'm in JX 6, revised interim guidelines,
17 page 29 of the revised interim guidelines, so the
18 top subsection should say "C."
19          Do you see that now?
20      A   No.
21      Q   Page 29.
22      A   Oh, page of the document.
23      Q   Yes, I'm sorry, page 29 of the revised
24 interim guidelines.
25          THE COURT:  We're on page 29 of the
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1 document, not the page 29 next to JTX.
2 BY MR. OLIVER:
3      Q   Oh, I'm sorry, my version here does not
4 have the JTX.  I apologize for the confusion.
5          So what's the JX number on this page,
6 Doctor?
7      A   JTX 6/31.
8      Q   Okay.  I apologize.  JTX 6/31 for the
9 record.

10          Okay.  So now looking at paragraph C.  Do
11 you see that section?
12      A   Yes, I do.
13      Q   Are you familiar with it?
14      A   I'd have to read it first.
15      Q   Please.
16      A   Yes, I'm familiar with it.
17      Q   Okay.  It refers to a maximum restoration
18 payment policy.  Do you see that reference?
19      A   Yes, I do.
20      Q   What is that policy?
21      A   That policy is the explanation of --
22 there's a summary of this Section C, so that's the
23 policy of charging the 6 and $12 per acre-foot.
24      Q   For what purpose?
25      A   In order to achieve proportionality to the
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1 greatest degree practicable.
2      Q   Has that been Reclamation's policy since
3 the revised interim guidelines forward?
4      A   Yes, it has.
5      Q   To this day?
6      A   Yes, it has.
7          THE COURT:  But still power seems to be
8 your safety net to make sure you reach your goal.
9 Isn't that a fair way of looking at it?

10          THE WITNESS:  I don't know about safety
11 net, but yes.
12          THE COURT:  Because they pay whatever is
13 required to reach your goal?
14          THE WITNESS:  Correct.
15          THE COURT:  Okay.  And there's not any
16 proportionality going on, so whatever that number
17 is, that's what they get charged?
18          THE WITNESS:  Proportionality would only
19 occur if water deliveries were higher.
20          THE COURT:  Right.
21 BY MR. OLIVER:
22      Q   3407(d)(1), which we've talked about at
23 length, does that contain the phrase "to the
24 greatest degree practicable"?
25      A   No, it does not.
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1      Q   Does it have a reference to
2 proportionality, 3407(d)(1)?
3      A   It uses the word proportion.
4      Q   Proportionate?  You can look at it.
5      A   It uses proportionate basis.
6      Q   So as you mentioned before, in the event
7 with (d)(1) where you get a plethora of
8 non-discretionaries, what is Reclamation's
9 obligation with respect to proportionality in that

10 event?
11      A   If Reclamation's --
12      Q   The 40 million, let's say,
13 non-discretionaries, so we're taking about
14 (d)(2)(1), what's the proportionality obligation in
15 that event?
16      A   We would be able to implement the target
17 allocation.  We would try to implement the target
18 allocation.  So we would reduce the mitigation and
19 restoration payment, and then we would seek to
20 assign those costs as proportionately as we could.
21      Q   But in the reality that's existed since
22 1993 where there have not been -- sufficient
23 non-discretionary revenues have materialized, what
24 ability has Reclamation had to reduce the non --
25 excuse me -- to reduce the mitigation and
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1 restoration payments?
2      A   We have had no ability to reduce the
3 mitigation and restoration charges.
4      Q   Why?
5      A   Because of the requirement to seek 50
6 million.
7      Q   You've spoken -- you've testified, I should
8 say, in your questioning with Mr. Ralston about the
9 pathway to proportionality.

10          Do you recall that?
11      A   Yes, I do.
12      Q   Can you explain to the Court exactly what
13 pathway to proportionality is?
14      A   Pathway to proportionality was a term that
15 was coined to represent an interest by Reclamation
16 in seeing what we could do to meet power's concerns,
17 and it was a pathway because we did not believe we
18 could get to strict proportionality.  We thought
19 that maybe we could identify ways of getting closer.
20      Q   What was your role in that effort?
21      A   In, I believe, 2014, it was assigned to me
22 as one of my duties to identify how to address
23 power's concerns.  I was directed to go speak with
24 power, identify their concerns and form a
25 multi-agency stakeholder workgroup to see what we
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1 could do to address them.
2      Q   What are some of the ideas that were
3 generated through that process to address power's
4 concerns?
5      A   There were a number of ideas.  One of the
6 ideas would be to look at alternative ways of
7 interpreting the statute.  Some of the ideas were to
8 seek changes to appropriations, and some of the
9 ideas were to assess additional charges to water

10 transactions.  There may have been others that I
11 don't recall.
12      Q   Is there a vetting process involved with
13 respect to the ideas in terms of elevating the ideas
14 to the regional director or to legal?
15      A   For this type of process, we would probably
16 do very little vetting at first, and then we would
17 elevate to the regional director after we had
18 sufficient discussions between staff on what we
19 thought different ways might be moved forward, and
20 then at some point we would involve legal to make
21 sure that what we could do was consistent with
22 statute.
23      Q   Did some of the ideas that were floated --
24 did you determine during the pathway to
25 proportionality that certain ideas were contrary to

658

1 the statute?
2      A   We never actually completed this process.
3 I don't believe any of these documents went for
4 legal review.  We probably had discussions with
5 legal, but I don't think we ever sought solicitor
6 buy-off.
7      Q   Did any of the ideas, were they determined
8 to be viable?
9      A   We never completed the process so none of

10 the ideas were --
11      Q   Why not?  Why didn't you complete the
12 process?
13      A   The litigation.  It became clear that the
14 plaintiffs were using materials we generated to
15 further their litigation.
16          MR. OLIVER:  Is now a time where we could
17 take a break, Your Honor, or are we a little bit
18 shy?
19          THE COURT:  Are you about finished?
20          MR. OLIVER:  Yes.
21          THE COURT:  Okay.  Let's take a 15-minute
22 break.  We'll come back at 3:10.
23          (Recess taken from 2:52 to 3:12).
24          THE CLERK:  All rise.  The court is again
25 in session.
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1          THE COURT:  Thank you.  Please be seated.
2          Go ahead.
3 BY MR. OLIVER:
4      Q   All right.  Dr. Mooney, you mentioned when
5 we were talking about DDX 1 that there was a certain
6 drought year period.  Do you recall that?
7      A   Yes, I do.
8      Q   Can you just state again for the record
9 what were the drought years -- what were the drought

10 years that are indicated with respect to this graph?
11      A   I considered the drought to have started in
12 2008 with a brief pause in 2011.
13      Q   And then let's take it forward -- I know
14 it's not indicated in this graph -- but to the
15 present day.  Have there been any droughts from 2011
16 forward in California?
17      A   I believe the drought declaration was
18 lifted last year.
19      Q   So 2008, 2009, you said 2011, and then it
20 was just lifted at what point?
21      A   In 2017.
22      Q   So in a drought year, if Reclamation were
23 to calculate power's obligation in accordance with
24 what's proportional to their repayment allocation
25 percentage, what effect would that have on
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1 Reclamation's ability to achieve the $30 million M&R
2 obligation?
3      A   We would be unable to achieve the 30
4 million.
5      Q   And, again, if Reclamation under the
6 circumstances were to apply power's payment to make
7 it proportional to the repayment allocation, what
8 effect would that have on the ability of Reclamation
9 to collect the full amount authorized by 3407(d) in

10 accordance with appropriation statutes?
11      A   Can you rephrase that?
12      Q   Yes.
13          What effect would calculating power's
14 payment obligation, making that proportional to its
15 repayment allocation, what effect would that have on
16 Reclamation's ability to collect the full amount
17 authorized by the appropriation statutes?
18      A   If we applied strict proportionality as
19 power has requested, we would not achieve the full
20 amount.
21      Q   Why do you not do that then?  Why do you
22 not calculate proportionality and assess power's
23 payments in accordance with what's proportional?
24      A   We believe appropriations acts directs us
25 to collect the full amount, and the full amount is
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1 the maximum mitigation and restoration payment in
2 order to seek 50 million in total funding.
3          MR. OLIVER:  That's all I have for right
4 now.
5          THE COURT:  I have one follow-up question.
6          MR. OLIVER:  Okay, subject to.
7          THE COURT:  Sorry?
8          MR. OLIVER:  Okay, I'll -- I'll wait for
9 your question.

10          THE COURT:  This is the danger of giving a
11 judge a break to think about some things.  Made me
12 think of another question.
13          Can you tell me if participation in the
14 CVPIA is mandatory or voluntary?  And what I'm
15 suggesting is the City of Rosedale, for example, do
16 they have a choice of whether they want to
17 participate in this program or not?
18          THE WITNESS:  If the City wants to purchase
19 CVP power?
20          THE COURT:  Yes.
21          THE WITNESS:  The CVPIA comes with that.
22 If they do not want CVPIA power, they would not need
23 to sign a contract with Reclamation.
24          THE COURT:  So, presumably, if they thought
25 the deal was really bad and not to their advantage,
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1 am I right in thinking that they could opt out of
2 the program, assuming of course they could get the
3 power from some other source.
4          THE WITNESS:  I believe -- I'm not familiar
5 with the opt out provisions of the contract, but I
6 know that they exist.
7          THE COURT:  Okay.  Thank you.
8          All right.  Mr. Ralston, redirect?
9          MR. RALSTON:  Yes, Your Honor.  Thank you.

10                 REDIRECT EXAMINATION
11 BY MR. RALSTON:
12      Q   Dr. Mooney, if you would put in front of
13 you the demonstrative DDX 1.  Do you have that chart
14 handy?
15      A   Yes, I do.
16      Q   All right.  And your counsel asked you some
17 questions about it.  First, I note that, as I
18 understand the chart -- well, first, did you have a
19 role in preparing this chart?
20      A   I did not.
21      Q   This chart presents the data for M&R
22 payments on an annual basis, correct?
23      A   I'm not sure whether the denominator used
24 for the percentage was M&R payments only or if it
25 was total collections.
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1      Q   Well, the data, however -- I'm just using
2 the actual percentage, it says:  Percentage of
3 restoration funds collected from power.  And the
4 actual percentage at the bottom in blue is
5 apparently presented on an annual basis.  It's not
6 averaged, is it?
7      A   Does not appear to be.
8      Q   Now, the statute requires that the
9 comparison between M&R payments and the repayment

10 allocation be done on a ten-year average basis,
11 right?
12      A   That is correct.
13      Q   Do you have JX 2 in front of you?
14      A   Yes, I do.
15      Q   And that Joint Exhibit shows the respective
16 ten-year rolling averages were mitigation and
17 restoration payments up in the top set of data,
18 correct?  The ten-year rolling average column,
19 right?
20      A   Yes, it does.
21      Q   And at the bottom right beneath there it
22 shows for commercial power its ten-year rolling
23 average with respect to repayment allocation, right?
24      A   Yes, it does.
25      Q   So if one were doing the appropriate

A323

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 325 of 601



Trial
Northern California Power Agency v. USA 1/18/2018

(301) 870-8025 - www.ftrinc.net - (800) 921-5555
For The Record, Inc.

42 (Pages 664 to 667)

664

1 comparison between the M&R payments and repayment
2 allocation, it's using the ten-year rolling average,
3 right?
4      A   The requirement is for ten-year rolling
5 average.
6      Q   In both cases?
7      A   Yes.
8      Q   Yet the chart here, DDX 1, does not use
9 ten-year rolling average, does it?

10      A   It may be using a ten-year rolling average
11 for the proportional average percentage.
12      Q   All right.  But not for the actual
13 percentage of restoration funds?
14      A   Does not appear to be.
15      Q   And Reclamation doesn't even really employ
16 the ten-year rolling averages, does it?
17      A   What do you mean by that?
18      Q   It doesn't employ them because you don't do
19 the proportionality analysis?  You don't do, as you
20 testified earlier, the target allocation
21 calculation?
22      A   There has not been a need to do the target
23 allocation.
24      Q   Let us turn to Joint Exhibit 3 at page 9
25 which is the statute, and that should be section
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1 3406 of the statute.  Do you have that in front of
2 you?
3      A   Yes, I do.
4      Q   And you recall that Mr. Oliver asked you
5 about section 3406(b)?
6      A   Yes, I do.
7      Q   And referring you to that, this is the
8 section that describes the habitat mitigation and
9 restoration actions that are contained in the Act,

10 correct?
11      A   These are the Fish and Wildlife activities.
12      Q   And section 3407(d)(2)(a), which we talked
13 about in terms of the reduction from 50 and 30 to 35
14 and 15.  You want to go to that?  I can refer you to
15 it.  It's at JX 3, page 22, towards the bottom of
16 the page where it talks about the 35 and the 15.
17 Now highlight, if you would, "the completion."
18          So upon the completion of the Fish and
19 Wildlife, habitat, mitigation and restoration
20 actions mandated under section 3406 of this title --
21 we just looked at 3406, right?
22      A   We looked at 3406(b).
23      Q   And those are the fish, wildlife and
24 habitat mitigation and restoration actions that are
25 referenced in this section of the statute, right?
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1      A   We believe there are more than just the (b)
2 section.
3      Q   All right.  But the (b) section is
4 included, correct?
5      A   Yes, it is.
6      Q   So this section of the statute contemplates
7 a reduction from 50 million to 35 and 30 to 15 upon
8 completion of the activities, at least in 3406(b)
9 and maybe others, right?

10      A   Correct.
11      Q   So let's go back to 3406(b).  How many of
12 the 3406(b) habitat and mitigation and restoration
13 actions contained in that section have been
14 completed as of today?
15          MR. OLIVER:  Your Honor, the subject of
16 this -- of Mr. Ralston's questioning regarding the
17 completion requirement and whether or not the
18 activities have been completed should have been
19 addressed in his initial direct if he wanted to
20 explore it.  I didn't touch it at all in my recross.
21 This seems to be well beyond the scope of anything I
22 asked Dr. Mooney about.
23          THE COURT:  But I remember you did
24 reference 3406 and the various activities.  I think
25 23 of them, if I recall correctly.
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1          MR. OLIVER:  I did.  I referenced the fact
2 that he was responsible for that, that's correct.
3 But I didn't go into the extent to which -- you
4 know, the status of their completion.  I didn't open
5 the door to that, Your Honor.  I could have, but I
6 didn't.
7          THE COURT:  I think maybe you're parsing
8 the limits a little too finely, and I'll overrule
9 the objection.

10          MR. RALSTON:  Thank you, Your Honor.
11 BY MR. RALSTON:
12      Q   We used the 23 that were referred to by
13 counsel.  How many of those 23 actions have been
14 completed as of today?
15      A   I'm not sure if all of the -- I remember
16 the total number, but not the specific provisions.
17 I would have to look, and I'm not sure if my total
18 number would be just (b) actions or if they would
19 include others.
20      Q   Have any been completed?
21      A   Of the (b) actions?  Yes.  We have
22 completed 14 of the provisions in the CVPIA, and I
23 don't know whether that would be -- whether all of
24 those 14 are under (b).  I would have to write them
25 out.
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1      Q   So 14 have been completed, yes?
2      A   Correct.
3      Q   There is at least 23 in 3406(b), correct?
4      A   There are 23 paragraphs.
5      Q   All right.  23 specified actions in
6 3406(b), correct?
7      A   Correct.
8      Q   So we have at least 23.  14 have been done.
9 So there's at least nine that haven't been

10 completed, right?
11      A   We identified some as -- well, some are
12 authorizations for different types of water
13 operations, so those would be ongoing and completion
14 doesn't apply to those activities.
15      Q   So some of those actions are ongoing so
16 they will never be completed?
17      A   Correct.
18      Q   CVPIA was enacted in 1992?
19      A   Can I go back to the completion?
20      Q   Sure.
21      A   Some of them don't have a completion
22 component to it.
23      Q   So they will never be completed?
24      A   Completion would not be an applicable term
25 for describing those.
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1      Q   In fact, does Reclamation even have a
2 defined term for completion with respect to the
3 projects in 3406(b)?
4      A   We have the CVPIA program activities review
5 report that describes when we think actions will be
6 completed and which actions we believe are not at
7 completion.
8      Q   That's the so-called CPAR report, right?
9      A   That's correct.

10      Q   And a host of those activities are ongoing
11 and will never be completed, right?
12      A   Some of those activities are ongoing so
13 completion would not apply.
14      Q   And we are here, what, some 24, 25 years
15 almost since enactment of the CVPIA and still not
16 completed?
17      A   Some activities remain to be completed.
18      Q   And how much approximately has been
19 collected and spent with respect to the restoration
20 fund to date?  And you can go to JX 2, last column,
21 you'll see a number just a shade over a billion.
22 Does that reflect pretty close to the amount of
23 total collections in the history of the restoration
24 fund?
25      A   This chart looks like something our finance
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1 division would have prepared.
2      Q   And is there a number on the right-hand
3 side down at the bottom, your total receipts column,
4 and it ends with 1,071,277,727?
5      A   Yes, it does.
6      Q   Does that represent the total receipts over
7 the life of the CVPIA restoration fund?
8      A   It looks reasonable through 2016.
9      Q   So over a billion has been spent on

10 activities under 3406(b) and others and still not
11 completed, correct?
12      A   May not have been spent.  There could be
13 some -- sorry.
14      Q   A billion has been collected, all right.
15          Your counsel asked you about the term
16 "limitations" that was used in your deposition, and
17 as I recall your testimony, you said that you didn't
18 understand how that term was being used in your
19 deposition.  Do you remember that testimony?
20      A   I remember that I had to clarify in my
21 deposition later what was limiting the amounts
22 versus allocation.
23      Q   We'll turn to that in a moment, but as to
24 the term "limitations," you didn't correctly use
25 that term in your deposition, did you?
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1      A   I thought that that was referring to the
2 different paragraphs and text within 3407(d).
3      Q   All right.  And counsel asked you if the
4 "greatest degree practicable" term came out of the
5 proportionality limit in 3406(d)(2) what would
6 happen?
7      A   I thought if it said that they shall be
8 proportional, we would collect on a proportionate
9 basis.

10      Q   Because the proportional duty would then be
11 absolute, wouldn't it?
12      A   We would see that as an absolute
13 requirement.
14      Q   If the proportionality limitation, or to
15 use your term, if the proportionality provision
16 weren't in the statute at all, period, how would
17 that change what Reclamation does today with respect
18 to the mitigation and restoration charges?
19      A   We believe there would not have been those
20 sections in the interim guidelines that were seeking
21 to address the water collections.
22      Q   So how would that change today if it
23 weren't in the Act?
24      A   The practical implementation?
25      Q   Yes.
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1      A   We would continue to assess the 6 and 12
2 from water, and power would pay the remainder.
3      Q   So there would be no change at all if the
4 provision weren't in the statute, would there?
5      A   Our practice would be functionally the
6 same.
7      Q   If I understand your new interpretation
8 correctly that the only limitations in 3407(d) that
9 affect the $50 million number are those that are

10 preceded by the term "provided;" is that correct, or
11 "provided further"?
12      A   That's my understanding today.
13      Q   All right.  So under that construct, there
14 is no linkage between the 50 million provision in
15 3407(c)(2) and the proportionality provision at all,
16 is there?
17      A   It would only be linked by a reduction from
18 non-discretionary payments.
19      Q   Because under your construct, the
20 proportionality limit -- I'm sorry -- provision has
21 no bearing on the 50 million, does it?
22      A   It has a bearing on what we can charge for
23 mitigation and restoration to -- and it limits -- it
24 would cause a reduction in the mitigation and
25 restoration payments and in how we achieve the 50
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1 million.
2      Q   How so?
3      A   If the non-discretionary charges were
4 greater than the 20 million, we would reduce the
5 mitigation and restoration charges, and we would
6 seek to do so in a manner that was proportional to
7 the greatest degree practicable.
8      Q   Well, that's not provided for under (h)(3)
9 now, is it, under the revised interim guidelines?

10      A   That is described in the revised interim
11 guidelines.
12      Q   Let's use your example.  If
13 non-discretionary charges were more than $20 million
14 a year --
15      A   Correct.
16      Q   -- correct?  In which case you would be
17 below the ceiling of the 30 million, right?
18      A   You would reduce the $30 million ceiling.
19      Q   Yes.  And in that circumstance, the only
20 action authorized on the guidelines is to reduce the
21 6 and the 12 if the target allocation exceeds it for
22 water, isn't it?
23      A   It would reduce the $30 million, and we
24 would maintain the 6 and the 12 until such time as
25 that caused a disproportionate payment by water and
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1 we could go to the exact proportionality in the
2 target allocation.
3      Q   If it went over the allocation percentage
4 for water, you could reduce the 6 and the 12, right?
5      A   Yes, we could.
6      Q   There's no provision for reducing power's
7 payment with respect to power being over its
8 allocable repayment, is there?
9      A   Yes, there is.

10      Q   In (h)(3)?
11      A   I don't know if it's in --
12      Q   Well, let's go to it.  Let's go to the
13 revised interim guidelines.
14      A   Do you recall what number that was?
15      Q   It's Joint Exhibit 6.  Page 29 as in text
16 29, JX 31.
17      A   I'm going to have to read to find where the
18 (d)(1) provision is implemented unless you know.
19      Q   Focus on C on page JX 31.
20      A   Okay.
21      Q   So as you testified, the maximum
22 restoration payment policy in subsection C refers to
23 the setting of the rates at 6 and 12 respectively,
24 the maximum rate, to use your term, right?
25      A   Correct.
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1      Q   Come down to the second paragraph, and it
2 says:  The maximum restoration payment policy shall
3 remain in full force and effect unless and until the
4 record of historic actual revenues demonstrates that
5 the percentage allocations to either or both of the
6 irrigation and M&I water supply functions will
7 exceed their respectable shares relative to the
8 target allocation.
9          That means, does it not, Doctor, that the

10 only change in the maximum restoration payment
11 policy occurs if allocation shares relative to
12 irrigation and M&I water are exceeded, right?
13      A   That's what that sentence states.
14      Q   And there's nothing there about power, is
15 there?
16      A   There is nothing about power in that
17 section.
18      Q   So there is absolutely no provision at all
19 for the reduction of anything under this section
20 with respect to power exceeding its target
21 allocation, is there?
22      A   That's correct.
23      Q   And there isn't any other provision in the
24 revised interim guidelines that would accomplish it
25 either, is there?
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1      A   Yes, there is.
2      Q   Which is what?
3      A   I believe that would be under the section
4 (3)(a) when it discusses reducing the mitigation and
5 restoration charges.
6      Q   Address us to the section.  (3)(a) of this
7 section?
8      A   Correct.
9      Q   All right.  Which one?

10      A   I believe that would be the (3)(a)(2).
11      Q   That's adjustment of the 30 million,
12 correct?
13      A   Correct.
14      Q   That's the overall number, right?
15      A   And if that number were adjusted below 12
16 and a half million then power would be paying less
17 than its proportionate share.
18      Q   Everyone would be paying less, wouldn't
19 they, if the $30 million came down, right?
20      A   Water would be paying more.
21      Q   Water overall because you're including
22 non-discretionary numbers there, right?  Let's use
23 the example of 40 million, right?
24      A   For?
25      Q   40 million that your counsel gave you, if
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1 there's 40 million in non-discretionary charges --
2      A   Okay.
3      Q   -- right?  There would be 10 million in
4 power charges as you testified, right?
5      A   Correct.
6      Q   And you're using this example here, this
7 section, to get that result?
8      A   Correct.
9      Q   So as a result of that happening, the 40

10 and the 10, power has come down to 10 and then is
11 roughly what, 20 percent of the total amount,
12 correct?
13      A   Correct.
14      Q   But that's simply a result of getting more
15 water revenues overall, right?
16      A   Correct.
17      Q   And you're there trying to be proportional
18 to the greatest degree practicable, right?
19      A   Correct.
20      Q   Even under that example, power would be in
21 that year still at 20 percent versus a repayment
22 allocation of 26 for that one year, right?
23      A   So I would expect that if those conditions
24 occurred, they would persist beyond a single year.
25      Q   They may or may not, but the point is
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1 there's no change in the maximum restoration payment
2 policy here otherwise, is there?
3      A   That would be a situation where water had
4 paid more so the maximum restoration policy would no
5 longer be in effect.
6      Q   By virtue of having been more than
7 $20 million, right?
8      A   By virtue of exceeding their proportional
9 amount.

10      Q   No, by virtue of there being collections of
11 non-discretionary amounts, right?
12      A   I don't believe so.
13      Q   Well, if you don't get more than the 20
14 million in non-discretionary amounts, the 30 million
15 stays in effect, doesn't it?
16      A   Yes, it does.
17      Q   All right.  So your whole scenario of the
18 40 million only occurs if you get more than 20
19 million, right?
20      A   Correct.
21      Q   That reduces the 30 million, yes?  That's
22 true, correct?
23      A   Yes, it does.
24      Q   That's it.  That's it.  Short of that
25 happening, and that's never happened, has it?
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1      A   It has not happened.
2      Q   There is no relief for power at all under
3 (h)-- (c), is there?
4      A   We don't believe that CVPIA has relief for
5 power.
6      Q   So under those circumstances, power
7 continues to pay the difference, doesn't it?
8      A   Under which circumstances?
9      Q   Unless the non-discretionary charges go

10 over 20 million?
11      A   It's possible that mitigation and
12 restoration charges from water could exceed a
13 proportional amount.
14      Q   They could.  Yes, they could.  Sure, they
15 could.  No question they could.  Have they?
16      A   In individual years they have.
17      Q   On a ten-year rolling average?
18      A   Not in the historical record.
19      Q   Staying with the maximum restoration
20 payment policy, you testified that under that
21 Reclamation sets -- gets the maximum amount from its
22 water customers -- I think I'm pretty close to what
23 you said -- because it set the 6 and the 12 at its
24 highest number.  Do you recall that testimony?
25      A   I believe I said Reclamation maximizes the
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1 charges to water.
2      Q   Ah.  Well, that's exactly my point.  The 6
3 and the 12 are rates, they're charges, right?  They
4 are charge rates, correct?
5      A   I'm not sure if there's a specific meaning
6 to -- I just call them mitigation and restoration
7 charges.
8      Q   But they are not amounts -- the amount of
9 M&R charges paid by water customers is a function of

10 the 6 and the 12 times acre-feet, right?
11      A   Correct.
12      Q   That generates the amount of payment by
13 water customers in M&R payments, doesn't it?
14      A   Yes.
15      Q   The maximum restoration policy simply sets
16 the rate at 6 and 12 adjusted for inflation,
17 correct?
18      A   What do you mean by "simply"?
19      Q   That's all it does.
20      A   That's what the maximum restoration policy
21 does.
22      Q   It sets the rates, not the amount?
23      A   Rates set the amount, so I say incorrect.
24      Q   How so?
25      A   The rates are a portion of how we get to
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1 the amount.
2      Q   Yes, they are a factor in how the amount is
3 determined, right?
4      A   They are a factor in the amount that we
5 collect.
6      Q   Yes.  So the policy, the maximum
7 restoration policy sets the rates, which are one of
8 two factors in determination of the amount, correct?
9      A   Correct.

10      Q   You were talking about, with your counsel,
11 this concept of some of the limits in 3407(d)
12 concern amounts and others concern allocations.
13          Do you remember that discussion you had
14 with counsel?
15      A   Yes, I do.
16      Q   Let's go to your deposition transcript at
17 155.
18          Before we do that, I'm sorry, is there any
19 support in the revised interim guidelines for the
20 distinction between limits in 3407(d)(2) that are
21 amounts versus allocations?
22      A   I'm describing how we implement them.
23      Q   So it's essentially how you implement them?
24      A   I'm not the one who implements rates.
25      Q   It's not in the guidelines, is it?
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1      A   The guidelines describe policies that
2 change the amount, and the guidelines describe
3 policies that change the allocation.
4      Q   All right.  Then let's go to your
5 deposition transcript at page 155.  And I was asking
6 you whether you saw -- this is now at lines seven
7 and down.
8          You said:  I characterize the different
9 provisions that way.  There is no Bureau policy that

10 says this is an allocation amount or this is a total
11 amount.  Referring to that policy.  Was that a
12 truthful statement?
13      A   Correct.  There is no defined term of
14 allocation amount or -- there is no defined term of
15 this is an allocation policy, and there's no defined
16 term that this is a total amount policy.
17      Q   You talked a good deal with your counsel
18 about what occurred in drought years, and you were
19 looking at the chart.  And the outcome in drought
20 years, just using the charts you were looking at,
21 PTX 1, you were attributing, I gather, the highly
22 disproportionate situation in 2014 and '15 to
23 drought, correct?
24      A   Correct.
25      Q   So doesn't that demonstrate that your
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1 implementation of the M&R payments construct isn't
2 reasonable because it doesn't work in drought years,
3 does it?
4          MR. OLIVER:  Objection.  Argumentative.
5          THE COURT:  Overruled.
6          THE WITNESS:  I think our limitation is
7 consistent with the law.
8 BY MR. RALSTON:
9      Q   Even though it results in 85 percent

10 disproportionality in drought years?
11      A   I don't think we have a choice in that
12 matter.
13      Q   Ah.  Well, you at one point I recall
14 testified that 45 million in a year would be
15 unreasonable, didn't you?
16      A   I don't think we have a choice in that
17 matter.
18      Q   But that isn't what you proposed in 2014,
19 was it?
20          MR. OLIVER:  Objection.  Vague and
21 ambiguous.
22          MR. RALSTON:  I'll withdraw the question.
23 BY MR. RALSTON:
24      Q   You talked about the mid-year adjustment
25 not being in the CVPIA.  It is, however, in the 1995
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1 agreement between Western and Reclamation that we
2 examined, isn't it?
3      A   The letter?
4      Q   Yes.
5      A   Yes, it is.
6      Q   And that covers the mid-year adjustment,
7 doesn't it?
8      A   That letter establishes the mid-year
9 adjustment.

10      Q   Again, staying with the CVPIA, is there
11 anything in the CVPIA that authorizes the biassing
12 of water estimates?
13      A   There is nothing in the CVPIA that
14 addresses water estimates.
15      Q   Biassing or otherwise?
16      A   There's nothing in the CVPIA that addresses
17 how we estimate water.
18      Q   You testified that CVP power wanted
19 Reclamation to stabilize the M&R payments/charges,
20 correct?
21      A   At one point in time that was raised as a
22 concern, but in that effort it was found that was
23 not their underlying concern.
24      Q   Because their underlying concern -- in
25 fact, their highest priority as we talked about
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1 earlier was proportionality, wasn't it?
2      A   I believe their highest priority was paying
3 less regardless of whether it was proportional or
4 not.
5      Q   Well, you talked about being equitable.
6 Weren't they arguing for equity?
7      A   That was one of their initial arguments,
8 but it was not borne out in the solutions that they
9 found that they thought would be acceptable.

10      Q   So they wanted to become what?  They wanted
11 to be disproportionate to power?  They wanted to
12 make water pay it all?
13          MR. OLIVER:  Objection.  It's argumentative
14 and mischaracterizes testimony.
15          THE COURT:  Overruled.
16          THE WITNESS:  My understanding is that
17 power wanted to pay less and they did not want water
18 to pay more.
19 BY MR. RALSTON:
20      Q   They wanted to pay less to get to
21 proportionality, didn't they?
22      A   I don't believe proportionality was the
23 sole criteria.
24      Q   It was one of the criteria?
25      A   It was one of the arguments they were using
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1 in order to pay less.
2      Q   And you listed it as a highest priority in
3 your document, didn't you?
4      A   I identified in our discussions with WAPA
5 that that was the highest priority when we were
6 listing issues from power.
7      Q   Your counsel asked you whether
8 proportionality was a viable option to stabilize
9 payments.  Do you remember that question?

10      A   Yes, I do.
11      Q   And you answered you didn't have the
12 authority to do proportionality, which didn't
13 respond to your counsel's question.  Proportionality
14 would stabilize the M&R payments, wouldn't it?
15      A   No, it would not.
16      Q   And why wouldn't it?
17      A   Because water payments would still
18 fluctuate; therefore, power payments would still
19 fluctuate.
20      Q   But they all would be proportionate to
21 their respective payment allocations, wouldn't they?
22      A   That has nothing to do with stabilization.
23      Q   They could still somewhat vary, all right.
24          You mentioned the Warren Act is
25 considerably of some length and time.  Didn't the
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1 CVPIA amend the Warren Act?
2      A   I believe it did.  I believe it added Fish
3 and Wildlife authority -- I believe it added Fish
4 and Wildlife to the Warren Act authority.
5      Q   And it also generally amends and
6 supplements all prior Reclamation law, doesn't it?
7      A   The Warren Act?
8      Q   No.  The CVPIA.
9      A   The CVPIA amendment.

10      Q   And supplements prior Reclamation law,
11 doesn't it.
12      A   I can look up the exact phrase, if you'd
13 like.
14      Q   Sure.
15      A   Correct.  It amends and supplements the Act
16 of June 17, 1902, and acts supplementary thereto and
17 amendatory thereof.
18      Q   Thank you.
19          You talked about, with your counsel, the
20 CVPIA priority structure or CVP priority structure
21 in which, as I recall, you identified that water was
22 the second priority and power was the third
23 priority.
24          Do you remember that testimony?
25      A   Water was the second tier priority.
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1      Q   Second tier priority.  And power is the
2 third, correct?
3      A   Correct.
4      Q   So explain to us how is it then that power
5 who is the third priority, is in the -- as JX 2
6 shows over the last many ten-year periods been the
7 number one payer of M&R payments?
8      A   My understanding of Reclamation history is
9 that the sale of surplus power has always been one

10 of the elements that assists in the feasibility of
11 Reclamation projects, but our primary purpose is the
12 river regulation, flood control, navigation.  Our
13 second tier would be the water deliveries, and
14 surplus power is something we do to assist in the
15 economics.
16      Q   So isn't it a rather perverse priority
17 outcome that power, the number three in the priority
18 structure, pays the most, and water which is number
19 two in the priority structure pays the least?
20          MR. OLIVER:  Objection.  Argumentative.
21          THE COURT:  Overruled.
22          THE WITNESS:  That's consistent with how we
23 implement Reclamation law in general.  For example,
24 the ability to pay has power bearing the cost when
25 the water rates exceed the ability of the districts
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1 to pay.  That's a consistent aspect of Reclamation
2 law.
3 BY MR. RALSTON:
4      Q   So, essentially, from the payment side, the
5 Reclamation policy is, if you can get more money
6 from power, that is appropriate in the priority
7 structure?
8          MR. OLIVER:  Objection.  Argumentative.
9          THE COURT:  Overruled.

10          THE WITNESS:  I don't know the answer to
11 that.  I just know these two implementations.
12 BY MR. RALSTON:
13      Q   And my last question, Your Honor.
14          Turn briefly, Dr. Mooney, to the
15 relationship between 3407(c)(2), the 50 million
16 requirement, and the annual appropriations laws.
17          If the $50 million requirement, as you've
18 described it, in 3407(c)(2) is the driver, it
19 requires, as you testified, trying to get 50 million
20 a year, correct?
21      A   Correct.
22      Q   Why are the appropriations laws relevant at
23 all if you're required under the CVPIA to get 50
24 million?
25      A   We believe section 3407(c)(1) makes the
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1 mitigation and restoration payments subject to
2 appropriations.
3      Q   So the $50 million requirement isn't an
4 absolute one, is it?
5      A   We believe it's a requirement subject to
6 the (c)(1).
7      Q   Subject to appropriations?
8      A   Correct.
9      Q   And appropriations in the sense of the duty

10 to collect, not the duty or the opportunity to
11 spend, right?
12      A   We believe we require appropriations in
13 order to collect on the mitigation and restoration
14 payments.
15          MR. RALSTON:  Your Honor, if I may have
16 just a moment.
17          (Brief pause in proceedings)
18          MR. RALSTON:  Last question here, Your
19 Honor, truly.
20 BY MR. RALSTON:
21      Q   Back briefly to the 40 and $10 million
22 example that we discussed earlier, Dr. Mooney.  In
23 the event that 40 million in non-discretionary
24 charges were collected, which we get down below the
25 30 million, as you testified, right?
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1      A   Correct.
2      Q   The outcome that power would only pay 10
3 million is not a result of proportionality, but is
4 rather the result of section 3407(d)(1) that
5 dictates that, right?
6      A   That is partly true and partly
7 proportionality.
8      Q   How would the proportionality provision
9 play any role in that outcome?

10      A   The proportionality would determine how we
11 collect from water versus from power for that
12 remaining 10 million.
13      Q   Which would be a hundred percent from
14 power?
15      A   Correct.
16      Q   And that's considered proportional?
17      A   That would be our implementation of
18 proportionality to the greatest degree practicable.
19      Q   Getting the hundred percent remainder from
20 power?
21      A   Would be proportionality to the greatest
22 degree practicable.
23      Q   Which is gaining the remaining amount from
24 power, correct?
25      A   Correct.
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1          MR. RALSTON:  Thank you, Your Honor.
2          THE COURT:  All right.  Mr. Oliver,
3 anything further?
4          MR. OLIVER:  Yes, Your Honor.
5                 RECROSS-EXAMINATION
6 BY MR. OLIVER:
7      Q   The scenario that Mr. Ralston just
8 mentioned where there's $40 million in
9 non-discretionary revenue, that means there's

10 $10 million in mitigation and restoration charges,
11 what would be the applicable provision in 3047(d) --
12 3407(d), what would be the applicable provision in
13 that scenario?
14      A   For reducing the collections from 30 to 10,
15 the applicable provision would be (d)(1).
16      Q   Does that provision contain proportionality
17 language?
18      A   Not a power proportionality language.
19      Q   I didn't ask about power.  Does it have
20 language concerning proportionality or proportional
21 payments?
22      A   It has a proportional basis for the
23 mitigation and restoration charge.
24      Q   In your testimony concerning the completion
25 requirement in 3407(d), you reference the fact that
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1 there's certain ongoing activities or certain
2 activities that are not subject to the completion
3 requirement.  Do you recall that?
4      A   Yes, I do.
5      Q   Those activities are not subject to the
6 completion requirement.  Would their status have any
7 bearing on reducing the M&R charges?
8      A   We had not fully addressed that question in
9 the CPAR, so I don't know the full answer.  My

10 expectation would be that some of those activities
11 do not require any funding and would not be a
12 factor.
13      Q   In the M&R charge?
14      A   Correct.
15      Q   I want to talk about protections for water
16 in 30407 -- 3407.  The water ceiling, the cap on 6
17 and the 12 that we've talked about, that you
18 testified, is that a protection for water?
19      A   I believe it is.
20      Q   The ability-to-pay relief provision that
21 you testified, is that protection for water?
22      A   I believe it is.
23      Q   Is there a similar protection for power
24 that Congress provided in 3407 that caps power's
25 payments?
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1      A   $30 million.
2      Q   But that's water and power together,
3 correct?
4      A   Correct.
5      Q   Is there a provision that specifically
6 limits how much Reclamation can charge power by
7 itself?
8      A   There is no provision specific to power.
9      Q   You testified about the Warren Act and the

10 fact that the CVPIA amended the Warren Act, correct?
11      A   Correct.
12      Q   Did Congress in amending the CVPIA with
13 respect to -- excuse me -- by amending -- let me
14 start over.
15          Congress in enacting the CVPIA which
16 amended the Warren Act, did it indicate that any
17 fees related to the Warren Act would go into the
18 restoration fund?
19      A   It did not.
20      Q   What is your understanding as to where fees
21 that are associated with the Warren Act go?  What
22 fund do they go into?
23      A   They are required to go to the Reclamation
24 fund.
25      Q   Mr. Ralston talked about the perverse

695

1 consequences of Reclamation's methodology of
2 calculating mitigation and restoration payments.  Do
3 you recall that?
4      A   Yes, I do.
5      Q   Is Reclamation's methodology for assessing
6 mitigation and restoration payments, have they been
7 the same since 1992?
8      A   I believe at least since 1993.
9      Q   1993?

10          Do you know whether or not power customers
11 who have participated in the CVPIA have renewed
12 their contracts during that time?
13      A   I believe they renewed their contracts
14 after the expiration of the mitigation contract and
15 the new marketing plan by Western.
16      Q   Which was when?
17      A   I don't know when they renewed.  The
18 integration contract expired, I believe, in around
19 2005.
20          MR. OLIVER:  No further questions, Your
21 Honor.
22          THE COURT:  All right.  Dr. Mooney, thank
23 you very much for your testimony.  You are excused.
24          THE WITNESS:  Thank you.  Do I need to do
25 anything with these books?
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1          THE COURT:  No.  Your counsel having put
2 you to all this trouble, they're going to take care
3 of it.
4          THE WITNESS:  Thank you.
5          MR. RALSTON:  Your Honor, I have the binder
6 for the next witness.
7          MR. MURRAY:  There are actually two
8 binders, Your Honor, for Ms. Wolfe.
9          THE COURT:  You didn't hear about the one

10 binder limit?
11          MR. MURRAY:  There would have been one
12 bigger binder.  You know how lawyers are, Your
13 Honor.
14          THE COURT:  All right.  Shall we call this
15 next witness.
16          MR. MURRAY:  Yes, Your Honor.  Plaintiffs
17 would call Autumn Wolfe as the next witness.
18          THE COURT:  Please come forward, ma'am.
19 Good afternoon.
20          THE WITNESS:  Good afternoon.
21          THE COURT:  Come on up to the witness box
22 and raise your right hand please.
23                     AUTUMN WOLFE,
24 called as a witness on behalf of the Plaintiffs
25 herein, was duly sworn, examined, and testified as

697

1 follows:
2                  DIRECT EXAMINATION
3 BY MR. MURRAY:
4      Q   Ms. Wolfe, could you state your name for
5 the record, please?
6      A   My name is Autumn Wolfe.
7      Q   And you are employed at the Bureau of
8 Reclamation?
9      A   Yes, sir.

10      Q   In the Mid-Pacific reason?
11      A   Yes, sir.
12      Q   And what's your current position?
13      A   Currently I'm the financial manager.
14      Q   For the Mid-Pacific Region?
15      A   For the Mid-Pacific Region.
16      Q   And what are your duties as the financial
17 manager?
18      A   As a financial manager I oversee our
19 accounting services branch and our rate setting
20 branch along with our working capital fund.  So that
21 involves project financial statements for all of our
22 projects in the MP region.  It involves setting
23 water rates for our Central Valley Project and our
24 Cachuma project and also project repayment of the
25 federal investment, among other duties.

698

1      Q   And when you mention project repayment, is
2 that the cost allocation or allocation for repayment
3 of the CVP?
4      A   Yes, sir, and for other projects as well.
5      Q   In your role as regional financial manager,
6 do you have oversight over the activities of the
7 Mid-Pacific Region in terms of collecting payments
8 from water contractors?
9      A   At a high level, yes, sir.

10      Q   And describe that high level for me.
11      A   So our payments for our accounts receivable
12 team, they are in our accounting services branch,
13 and the accounting services branch reports to
14 myself.
15      Q   You mentioned another team, I think the
16 rate setting team?
17      A   Yes, sir.
18      Q   They are a different team than the accounts
19 receivable team?
20      A   Yes, sir.  They are in the rate setting
21 branch.
22      Q   And what is the difference in their role
23 compared to the accounts receivable team?
24      A   The rate setting team basically looks at
25 water charges and CVPIA charges, and the accounts

699

1 receivable team processes payments received from
2 water contractors.
3      Q   And you mentioned that they look at CVPIA
4 charges.  What are they looking at there?
5      A   For example, the rate setting team, they do
6 annual accountings for contractors, and as part of
7 that annual accounting process they look at
8 deliveries for water, and typically the same
9 deliveries apply to restoration fund charges for the

10 mitigation and restoration fund payment, and so they
11 -- they compare the two.
12      Q   And so if I'm understanding correctly, and
13 certainly correct me if I'm wrong, so the accounts
14 receivable team would be the people who are
15 responsible for receiving the actual financial
16 payments and processing them and assigning them to
17 the right funds, correct?
18      A   Yes, sir.
19      Q   And then the rate setting team would be
20 involved in setting the water rates that the water
21 contractors would pay, and then following up at the
22 end of the year to make sure that the water delivery
23 records match up with what's been paid, and doing
24 sort of a reconciliation of amounts owed versus
25 amounts paid, correct?
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1      A   Yes, sir.
2      Q   Now, when you gave your deposition in this
3 case, you were in a different position than you are
4 now?
5      A   Yes, sir.
6      Q   What was that?
7      A   I was the rate setting manager at the time.
8      Q   Is that one position below where you are
9 now?

10      A   Yes, sir.
11      Q   And the head of the rate setting team we
12 just talked about?
13      A   Yes, sir.
14          MR. MURRAY:  And, Your Honor, I don't know
15 if this is necessary, but since Ms. Wolfe is with
16 the Bureau of Reclamation, I intend to proceed with
17 leading questions at this point.
18          THE COURT:  Any objection, Mr. Oliver?
19          MR. OLIVER:  No objection, Your Honor.
20          THE COURT:  All right.  Very well.
21 BY MR. MURRAY:
22      Q   Before turning to the substance of your
23 testimony, have you spoken with anyone at the Bureau
24 this week about the events in this trial so far?
25      A   No, sir.
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1      Q   Let's pull up Plaintiffs' Exhibit 10.
2          Now, Ms. Wolfe, I mentioned you had given a
3 deposition in this case.  Were you a 30(b)(6)
4 designee on a particular subject matter topic?
5      A   Yes, sir.
6      Q   And let's go to page 8 of this and
7 highlight 16.
8          And is this the topic on Plaintiffs'
9 Exhibit 10 at page 8, topic number 16, that you were

10 responsible for testifying for the government on at
11 your deposition?
12      A   Yes, sir.
13      Q   And so this involves the implementation of
14 CVPIA provisions governing other potential sources
15 of funding.  So, in your mind, is this somewhat
16 equivalent to a term we've heard, non-discretionary
17 payments?
18      A   Yes, sir.
19      Q   And so you're familiar with those
20 non-discretionary payments and what Reclamation is
21 doing to implement those provisions, correct?
22      A   Yes, sir.
23      Q   And let's just pull up Exhibit 11 very
24 quickly, and if we look down there on number 16,
25 this is where you were officially designated as the
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1 person for that topic, correct?
2      A   I have not seen this before but I do see my
3 name next to number 16, so I would say that's yes.
4      Q   But you recall from your own memory that
5 that was the topic you were designated for?
6      A   Yes, sir.
7      Q   Now, let's pull up Joint Exhibit 1, if we
8 can.  And we've given you binders, Ms. Wolfe, there.
9 Some of the exhibits may be easier to follow on the

10 screen.  If there are other lengthier ones you feel
11 you need to page through, the binders are there for
12 you and, hopefully, the tabs won't be too confusing.
13          So we talked just a moment ago about a term
14 non-discretionary payments.  Looking at Joint
15 Exhibit 1, can you identify which of these columns
16 would cover those?
17      A   That would include the pre-renewal charge,
18 RF1; the transfer water charge, RF2; tiered water
19 charges, RF3; the Friant surcharges, RF4; the M&I
20 surcharge, RF6.  That would be all.
21      Q   And non-federal contributions is
22 essentially donations or other contributions you get
23 that aren't very -- a regular part of the process?
24      A   Yes, sir.
25      Q   And so these are -- are you familiar with

703

1 sort of the 50 million and 30 million dollar
2 ceilings with the CVPIA?
3      A   Yes, sir.
4      Q   And so these are not the M&R charges that
5 power pays into that are within the $30 million
6 ceiling; these are charges that would potentially
7 push the ceiling up towards 50, correct?
8      A   Yes, sir.
9      Q   And I guess just looking at a couple of

10 these, obviously, the pre-renewal charge, it looks
11 like there have been no collections at least
12 certainly since 1969 in that category, have there
13 been?
14      A   No, there have not.
15      Q   And this doesn't go all the way back to
16 1993, but is it safe to say there have been none
17 since 1993 either?
18      A   There have been none.
19      Q   All right.  And then if we look at transfer
20 of water, can you explain some of the negative
21 entries here in 2004 and 2005?
22      A   The accounting for the receipts for CVPIA
23 restoration fund charges is done by our CVPIA
24 accountant who is in our accounting services branch,
25 and so she is the one that prepared this.  So this
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1 is not something that I prepare.  However, from just
2 looking at it, I would say it looks like those
3 negative amounts were adjustments.
4      Q   I'm sorry, and when you say your CVPIA
5 accountant, you mean by Ms. Trujillo-Bixby?
6      A   Yes, sir.
7      Q   When you say adjustments, would that be a
8 refund of the money out of the restoration fund?
9      A   Or it could have been misapplied charges

10 that were not due and therefore reversed.
11      Q   But in terms of how it would impact the
12 cash that's in the restoration fund, a negative
13 amount here would indicate cash coming out of the
14 restoration fund?
15      A   Yes, sir.
16      Q   And so certainly since 2006 it seems or
17 actually even 2004 with the adjustments, there's
18 really been very little income in the transferred
19 water charge, correct?
20      A   That's correct.
21      Q   And if we look at the tiered water charge,
22 what is the tiered water charge, if you know?
23      A   Yeah.  The tiered water charge is for when
24 a contractor takes between 80 and 90 percent of
25 their contract entitlement, they are charged what we
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1 call a second tier.  And then if they take between
2 90 percent and 100 percent of their contract
3 entitlement, then they are charged a third tier.
4      Q   I'm going to try to describe it and
5 certainly tell me if I'm inaccurate, but as I
6 understand it, it's somewhat of a stairstep premium
7 that's paid, the more water you take over the 80
8 percent, if you're in the 80 to 90, it's in a
9 certain level, and then the 90 to the 100, it's an

10 extra level of payment to sort of attempt to
11 discourage you, perhaps, from taking the full 100
12 percent allotment.  Is that a fair description?
13      A   I wouldn't know if it's very discouraging,
14 but it definitely helps the restoration fund if they
15 take more water, so --
16      Q   If someone is getting 100 percent contract
17 allotment and is taking that 100 percent contract
18 allotment of their water, there's going to be more
19 money that's going to show up in this RF3 category,
20 and it will end up going into the restoration fund?
21      A   Yes, sir, and it counts towards that 20
22 million.
23      Q   And toward the 50 million altogether?
24      A   You're right.  You're right.
25      Q   All right.  And the Friant surcharge,
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1 that's a special charge for a particular geographic
2 region?  Or explain that to me.
3      A   Yes.  That's a charge for our Friant
4 contractors on their Class 1 and Class 2 water.
5      Q   Now, you just mentioned the Class 1 and
6 Class 2.  Can you explain what those terms mean?
7      A   Class 1 water is the full cost of service
8 water rate.  That includes O&M and construction.
9 And class 2, I don't recall right off the top of my

10 head the Class 2 classification, but I do know Class
11 2 -- I apologize, I cut you off there -- the Class 2
12 acre-feet are not included for purposes of
13 allocating storage cost.  So it might have something
14 to do with storage or available water.
15      Q   Is that because the Class 2 water is rarely
16 provided?
17      A   It could be.  I would have to refresh my
18 memory on that.
19      Q   And would Mr. Woodley know more about Class
20 2 water?
21      A   He would.  Thank you.
22      Q   But the terms Class 1 and Class 2, that
23 really only applies to the Friant division
24 contractors, correct?
25      A   Yes, sir.  And I wanted to point out that

707

1 the mitigation and restoration charge is applied to
2 both classes of water.
3      Q   So if a Friant division contractor is
4 receiving Class 1, there's M&R payment associated
5 with that as well as the Friant surcharge?
6      A   Yes, sir.
7      Q   Hence the name surcharge, it's a charge on
8 top of the other charge, correct?
9      A   Yes, sir.

10      Q   How about the M&I surcharge, what is that?
11      A   So the M&I surcharge is when -- the M&I
12 surcharge is when project water is delivered to a
13 non-CVP contractor.  It can be either directly
14 delivered by Reclamation or it can be transferred
15 from a CVP contractor to a non-CVP contractor.
16      Q   And the M&I aspect of it, does that somehow
17 tie into the nature of the surcharge?
18      A   Yes, the water would have to be transferred
19 for M&I purposes.
20      Q   Does it have to be irrigation water that's
21 being transferred, or can it be M&I water that's
22 transferred?
23      A   As far as I know, it's M&I water that's
24 transferred for M&I purposes.
25      Q   So, again, the reference to surcharge, does
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1 that water have a mitigation and restoration payment
2 RF5 charge associated with it?
3      A   Yes, sir.
4      Q   So the M&I surcharge is on top of that?
5      A   Yes, sir, and that M&I surcharge is
6 indexed.
7      Q   And that's indexed from $25 in 1992
8 dollars?
9      A   Yes, sir.

10      Q   And I see that has not been a very
11 significant source of revenue either, has it?
12      A   Through probably about 2016 I think we've
13 only collected about $2 million total from '92 to
14 current.
15      Q   Now, if I were to -- well, first let me
16 ask, what steps has Reclamation taken to attempt to
17 maximize the revenue received under these
18 non-discretionary charges we talked about?  And I
19 guess let's take them one at a time.  Pre-renewal I
20 guess we can skip since that's sort of a thing of
21 the past.
22      A   True.
23      Q   What about transferred water; what steps
24 has Reclamation taken to maximize its receipts in
25 the RF2 fund?
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1      A   For transfer of water, our area office,
2 they have repayment specialists who handle the entry
3 of water deliveries into our Bureau of Reclamation
4 water operations recordkeeping systems.  For short
5 we call it BORWORKS.  And they are also responsible
6 for handling transfers of water between customers.
7 And so those repayment specialists, any time there
8 is a water transfer, they work with our contracts
9 management division to develop a transfer agreement

10 between the two parties and with Reclamation.  And
11 as part of that agreement, there's what we call a
12 rate exhibit.  And in that rate exhibit it
13 identifies the services being provided and the
14 different charges that go with the transfer of that
15 water.
16          And when those rate exhibits are completed,
17 they're sent to rate setting within our regional
18 office for our review to ensure that we are in
19 agreement with the different charges that have been
20 identified, and that gives us an opportunity to look
21 for any applicable CVPIA charges if they were missed
22 at their office level.
23          In addition to that, we have revised our
24 business practice guidelines for water transfers.
25 That was done back in 2012.  And the reason we did
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1 that was because we wanted to have a source document
2 for our area offices that they can refer to when
3 they are not certain what charges are applicable to
4 water transfers, especially under CVPIA because
5 sometimes that can be a little confusing.  And so we
6 updated those business practice guidelines.
7          And, also, we undertook an effort where we
8 reviewed transfers in our BORWORKS system to do a
9 review of any potential transfers between CVP and

10 non-CVP that may have been missed because we did
11 note that the total charges for that category of
12 CVPIA is very, very low.  So we did do a review.  We
13 did that in conjunction with the contracts
14 management branch, so that's Mr. Woodley's shop.
15 And so that's another effort that we took to -- to
16 verify that we were appropriately collecting.
17      Q   And so you mentioned a few things there,
18 and I want to try to unpack it a little bit.
19          You mentioned revising some business
20 practice guidelines or issuing some in 2012?
21      A   Yes, sir.  It was a revision of business
22 practice guidelines.
23      Q   And so there was a prior business practice
24 guideline applicable to these water transfer
25 transactions that was clarified or amended?

711

1      A   Yes, sir.
2      Q   And the clarification or amendment was
3 because of concerns that some of the folks in the
4 area offices who were collecting charges or issuing
5 bills were not capturing all of the water transfer
6 charges that might be there?
7      A   Yes, sir.  They were filling out the rate
8 exhibits, and so we wanted to make sure that they
9 had that resource to refer to when they developed

10 the rate exhibits for water transfers.
11      Q   And was the intent of the business practice
12 guidelines to clarify or to indicate to the staff
13 there what the water transfer charge provisions of
14 the revised interim guidelines were so that they
15 would know when a charge would be appropriate?
16      A   Our repayment specialists are familiar with
17 CVPIA, but the business practice guidelines were
18 revised because we wanted to make sure they fully
19 understood.  So there were some cases where there
20 was some confusion so we did, like you said,
21 clarify.
22      Q   But in terms of the clarification, it was
23 going back to the provisions of the interim
24 guidelines as opposed to new policy, or was it
25 adopting a new policy in terms of what transfers are
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1 covered?
2      A   So, basically, what it did is it provided
3 examples and decision trees so that a repayment
4 specialist could kind of walk through the different
5 steps to decide what charges are applicable for that
6 transfer.  So it made the process more clear.
7      Q   You also mentioned, I guess, going back
8 through historically to look for charges that had
9 been potentially missed.  That was sort of a

10 historical look back process of some prior
11 transfers?
12      A   Yes, sir.
13      Q   Was there any effort that's been undertaken
14 to determine whether the criteria for applying the
15 water transfer charge has been -- should be expanded
16 beyond what Reclamation had established or not
17 established in the interim guidelines?
18      A   I can't say.  Within finance, no, not that
19 I'm aware of.  However, our CVPIA program manager,
20 we've had several different folks in that position,
21 and at sometime they may have explored different
22 potential opportunities for applying that charge
23 maybe.  I can't say for sure.
24      Q   But you're not aware of any step that's
25 been taken in your tenure at Reclamation to broaden
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1 the scope of water transactions that would be
2 subject to the transferred water charge?
3      A   Not that I'm aware of.  I'm just trying to
4 understand how it would do that.  The Act tells us
5 how that water charge is applicable, and I'm not
6 sure how we could apply it differently.
7      Q   And so in terms of, if I was looking for
8 guidance, written policies, or anything else from
9 Reclamation on how the CVPIA says, really, any of

10 these non-discretionary charges should be applied,
11 where I would go to find that?
12      A   We have business practice guidelines from
13 2003 that speak to CVPIA accounting and cost
14 recovery.
15      Q   Okay.  But I'm talking about determining
16 which types of water transactions are subject to
17 which types of charges; would that be the revised
18 interim guidelines?
19      A   I'm sorry, I misunderstood you.  Yes, sir.
20      Q   Is there any other written policy guidance
21 on what water should be charged or policies in that
22 regard that you're aware of within Reclamation?
23      A   Are you speaking to transfers or just water
24 charges?
25      Q   I'm speaking basically to all the

714

1 non-discretionary charges.
2      A   So the non-discretionary charges, we have
3 the Act itself.  We have the 2003 revised business
4 practice guidelines that speak to CVPIA accounting
5 and cost recovery.  And then, of course, we have the
6 business practice guidelines for water transfers
7 from 2012 that were updated, but typically those
8 three source documents we use.
9          Back in 2012, we did draft a CVPIA

10 financial obligations report, but that never was
11 finalized, and that report did have a chapter in it
12 that did describe the different charges.  But,
13 again, that was never finalized.
14      Q   And so that draft report is not official
15 policy or guidance?
16      A   No, it is not.
17      Q   I don't think you mentioned the revised
18 interim guidelines.  Are the revised interim
19 guidelines from 1993 policy or guidance that is
20 applied by Reclamation in terms of what charges
21 should be applied?
22      A   Yes, sir, that's applicable as well.
23      Q   If we can pull up Joint Exhibit 3 at page
24 8.  We may need to go back a page just to orient.
25          You mentioned that the Act, the CVPIA, you

715

1 reviewed that before?
2      A   Yes, sir.
3      Q   And let's even go back one more page just
4 so we get the section number.  It's a long section
5 so go on back.  One more.  All right.  There it is
6 at the bottom.
7          This is section 3405 of the CVPIA, or at
8 least the first page of it.  Is this section one of
9 the sections that governs the water transfer charge?

10      A   Yes, sir.
11      Q   And let's go to -- actually, go back to
12 page 8, and there is a description here about rate
13 -- first rate tier and a second rate tier on this
14 page and, if we need to go back a page to get to the
15 beginning of this, but is this the provision that
16 deals with the tiered pricing charge that we were
17 discussing earlier?
18      A   So the first part you showed me water
19 transfers, and so are you saying that the tiered is
20 under the water transfer title; is that the
21 connection between the two?
22      Q   Well, I pointed to the heading of this
23 section, and I think this is 3504(d), but let's go
24 back a page just to -- and if it helps to thumb
25 through your binder, volume one should have the
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1 statute in it.  You can confirm whether that's --
2      A   Okay, yeah, that I'm familiar with what was
3 just highlighted.  I've seen that, and that is in
4 conjunction with the tiered prices.
5      Q   Okay.  And the tiered pricing requirement
6 is one that is required under the CVPIA for all
7 renewal contracts, correct?
8      A   Yes, sir.
9      Q   So if a contractor who was an existing CVP

10 water contractor at the time the CVPIA was passed,
11 their contract was about to come up, and they are
12 going to renew it for another long-term contract,
13 the tiered pricing provision is mandatory in that
14 long-term renewal, isn't it?
15      A   Yes, it is.  I believe it is.  Mr. Woodley
16 would know better than I would because that's part
17 of the contracting piece.
18      Q   So that's potentially a Mr. Woodley
19 question.
20          Do you know whether the rate setting
21 division has looked at alternative tier pricing rate
22 structures from what was laid out in the interim
23 guidelines to increase tier pricing revenues?
24      A   I can tell you that from a tiered pricing
25 perspective what we have done is we have automated
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1 that calculation in our BORWORKS system, and so
2 there was an automatic trigger to charge the second
3 tier when a contractor hits 80 percent of the
4 contract max, and then the third tier when they hit
5 90 percent of contract max.  And by automating it,
6 that makes it an automatic charge so that it helps
7 so that it's not missed.  But as far as how we could
8 potentially apply that charge differently, we have
9 not, from a finance perspective, that I'm aware of,

10 I don't believe that we have looked at other ways to
11 apply tier charges.
12      Q   And if we look at the section here where
13 they talk about the different tiers, they don't
14 spell out specifically how you would determine the
15 pricing at the first year versus the second tier, do
16 they?
17      A   Well, it says under number two that water
18 over 80 percent and under 90 percent.  Are you
19 suggesting that maybe that doesn't apply to contract
20 maximum?
21      Q   No.  Let me try and clarify.  So I
22 understand the statute spells out the 80 percent and
23 the 90 percent.
24      A   Okay.
25      Q   But there is some leeway here, is there

718

1 not, in terms of what exact rate you would apply as
2 the premium at the 80 percent versus the 90 percent?
3      A   Oh, I see.  I don't see that here as well,
4 and I am not aware of us looking at that
5 differently.
6      Q   And so there were some judgments made at
7 the time of the interim guidelines in 1993 as to
8 what those tiered rates should be, and you're not
9 aware of any effort since then to see whether those

10 could be raised to increase the tiered pricing
11 revenues?
12      A   Not that I'm aware of.
13      Q   And this may be a Mr. Woodley question if
14 it's in his contracting field, but are you aware
15 whether Reclamation has applied the tiered pricing
16 provision to all of the long-term contracts that
17 have been renewed since the CVPIA?
18      A   They have been applied to contracts that
19 are greater than three years because we do have
20 interim renewal contracts where I don't believe the
21 tiered pricing provision is included.
22      Q   And do you know what the basis for not
23 including the tiered pricing provision in the
24 interim renewal contracts is?
25      A   As far as I know, it's just the nature of

719

1 the length of the contract.  Those interim renewal
2 contracts are only two years, and you have to have a
3 contract three years or greater to add that
4 provision.
5      Q   So is it your understanding that a contract
6 that's three years or less in length is prohibited
7 from having a tiered pricing provision?
8      A   I think the Act speaks to it being
9 applicable to contracts that are three years or

10 greater.  And so our interim renewal contracts are
11 two years, so it doesn't meet that criteria.
12      Q   Well, let's -- let's look through this
13 section carefully and see.
14          Do you see anything in here where it says
15 -- it does say at the top of the -- or the bottom of
16 the previous page that:
17          All Central Valley Project water service or
18 repayment contracts for a term longer than three
19 years for agricultural, municipal, or industrial
20 purposes that are entered into, renewed, or amended
21 under any provision of federal Reclamation law after
22 the date of enactment of this title shall provide
23 this tiered pricing structure.
24          So it does mandate it for anything longer
25 than three years, correct?
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1      A   Yes, sir.
2      Q   Do you see anything in here that says you
3 shall not include one in an interim renewal contract
4 that's less than three years?
5      A   I don't see where it says that
6 specifically, no.
7      Q   And so if Reclamation were looking to
8 maximize it's tiered pricing revenue, wouldn't it
9 want to include the tiered pricing provision in

10 every contract it was not prohibited from including
11 it in?
12      A   To be honest with you, that's more on the
13 contracting side which is kind of outside the scope
14 of the finance piece, but Mr. Woodley might be able
15 to speak to that.
16      Q   But you don't have an opinion or insight
17 into that at this point based on your role?
18      A   No, right now, I don't.  This is the first
19 that I've even thought about that.
20      Q   Do you know whether Reclamation has taken a
21 position as to whether the Sacramento River
22 settlement contracts are subject to a tiered pricing
23 charge?
24      A   I can't say for sure.  Mr. Woodley would be
25 able to answer that.

721

1      Q   Understood.  Let's turn to Joint Exhibit 6,
2 if we could, which is the revised interim
3 guidelines.
4          You're familiar with this document,
5 correct?
6      A   Yes, sir.  It's been a while since I looked
7 at it, though.
8      Q   All right.  Let's go to page 13, I believe.
9 Actually, let's go to Joint Exhibit 6, page 19.

10          And so this is part E of the revised
11 interim guideline, Ms. Wolfe.  Can you tell if this
12 section describes the transferred water rates we
13 were discussing earlier?
14      A   Yes, the title does say "Transferred Water
15 Rates."
16      Q   And I want to turn to the next page.  I
17 guess it's paragraph number 3 under this section
18 called "Banking of Transferred Water."  Do you see
19 that section?
20      A   Yes, sir.
21      Q   And so this indicates that when transferred
22 project water is banked with an intermediary, a
23 third party, for the principal purpose of providing
24 a future water supply to the transferee, it's
25 regarded as delivered project water when it gets
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1 delivered to the intermediary, I guess, the water
2 bank, and not later when it's withdrawn from the
3 bank.  Do you see that there?
4      A   Can I have a minute to just read that?
5      Q   Sure, absolutely.
6      A   Okay.  Yes.
7      Q   And so you would agree that this indicates
8 that banked water is subject to the transferred
9 water charge, correct?

10      A   From reading this, it sounds as if that
11 would be the case because it's been delivered.  It's
12 been transferred and it's been banked, and banked is
13 being considered the point of delivery.
14      Q   And your understanding is that the
15 transferred water charge would apply to water that's
16 been delivered, and so the charge would be assessed
17 with the delivery, correct?
18      A   Yes, sir, if it's from a CVP contractor to
19 a non-CVP contractor.
20      Q   And understood it has to meet the other
21 criteria.
22      A   Okay.
23      Q   But assuming it meets the other criteria
24 for the transferred water charge, transferring it to
25 a water bank under the interim guidelines would be

723

1 subject to the water transfer charge, correct?
2      A   That's what this appears to be referring
3 to.
4      Q   An exchange of water is when one contractor
5 transfers water to somebody else with an
6 understanding that they are going to get some water
7 transferred back in the future, correct?
8      A   That's the general idea.  A lot of times
9 what it is is that sometimes we'll exchange project

10 water for non-project water and it's for a like
11 amount.
12      Q   But individual contractors can do that,
13 too, correct?  An individual CVP water contractor
14 could enter into an exchange with a state water
15 project contractor who is not a CVP water contractor
16 and could say:  I'll give you a thousand acre-feet
17 of my project water supply today, and then next year
18 you'll give me a thousand acre-feet of your state
19 water project water supply back, correct?
20      A   I'm not sure of the specifics there.  I
21 think Mr. Woodley might know.
22      Q   That's a Mr. Woodley question?
23      A   Yes.  I apologize.
24          THE COURT:  I think we better hear from
25 Mr. Woodley.
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1          MR. MURRAY:  Yeah, it sounds like it.  His
2 dance card is getting full.
3 BY MR. MURRAY:
4      Q   Well, let me turn to Plaintiffs'
5 Exhibit 266 at page 63.
6          First, let's go back to the first page
7 first to orient Ms. Wolfe with the exhibit.  You
8 mentioned earlier a draft contractor financial
9 obligations report.  Is this Plaintiffs' Exhibit 266

10 the report you had in mind?
11      A   Yes, sir.
12      Q   So this was a report that was only a draft,
13 never finalized, not official policy or guidance,
14 right?
15      A   Yes, sir.
16      Q   So let's go now, jump ahead back to page
17 63, and there is discussion on this page of the
18 water transfer charges.  Do you see that?
19          Well, before we blow this up, let's go up
20 to the top there, and this is a section that deals
21 with water transfer charges to CVP to non-CVP
22 contractors having been less than 50,000 a year.
23          Is your understanding this is talking about
24 the water transfer charges we were just looking at
25 in the CVPIA?
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1      A   That's my understanding, yes.
2      Q   If we could now go down a little bit
3 further on the page, and let's look at the bottom of
4 the page.  It's actually in the part underneath
5 that, too.  All right.
6          So this statement in this draft report
7 indicates that transfers that otherwise would fit
8 the water transfer charge that involved water
9 banking transactions were not subject to CVPIA

10 transferred pricing.
11          Do you see that there?
12      A   I do see that.
13      Q   Is that your understanding of current
14 Mid-Pacific Region policy in terms of when to apply
15 the water transfer charge?
16      A   My current understanding is that CVPIA
17 charges are not applied to water banking.
18      Q   And so that would be inconsistent with what
19 Reclamation said in 1993, correct?
20      A   Yes, sir, from what we looked at, yes, sir.
21      Q   So since issuing or publishing the revised
22 interim guidelines on CVPIA charges, Reclamation has
23 adopted a position that is more narrow in terms of
24 what types of water transactions are subject to this
25 water transfer charge.  Is that a fair statement?

726

1      A   I don't know if I would say that.  There
2 could have been supporting documentation for why
3 this has changed over time, and there may be
4 something out there.  I just don't know.
5      Q   But you don't know, as you sit here today,
6 what that supporting documentation would be?
7      A   You're right, sir.
8      Q   And this also references exchanges and
9 indicates those are not subject to CVPIA transfer

10 pricing.  Is that your understanding of your current
11 policy as well?
12      A   Yes, it is.  However, Reclamation has
13 changed its interpretation in its administration of
14 charges sometimes.  So usually when that happens,
15 there's documentation for that.  And so it may exist
16 and I'm just not aware of it.
17      Q   So since the interim guidelines were issued
18 in 1993, Reclamation has on occasion determined that
19 its interpretation of the statute in the interim
20 guidelines was wrong, correct?
21      A   There was one situation where we had
22 included exchange contractors as part of a
23 calculation.  I'm not sure if it was water transfers
24 or not, but then a determination was made not long
25 after, like in 1997, where the exchange contractors

727

1 would be excluded.  So -- but that was pretty well
2 documented throughout the process, and so that's why
3 I'm hesitating to say that nothing exists that would
4 explain why our records show something from 1993 and
5 then something different currently.
6      Q   Understood.  And I'm not asking you to
7 opine on things you don't know about.
8      A   Thank you.
9      Q   No, that's fine.  That's why I asked you at

10 the beginning of where would I look if I were
11 looking for the official guidance on how to apply
12 these charges, and you gave me a certain category of
13 documents.
14          To your knowledge, do any of those
15 documents address the decision to exclude water
16 banking transactions from the water transfer charge?
17      A   My personal knowledge is I don't believe
18 they do.
19      Q   And what about the decision to exclude
20 exchanges from the water transfer charges, is that
21 covered in any of those three documents you
22 mentioned?
23      A   I think it is, and I can't say for sure
24 which one it is, but that's the only reason I know
25 is because it is covered in one of those documents.
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1      Q   You mentioned a moment ago about a
2 determination by Reclamation related to the exchange
3 contractors and excluding them after the interim
4 guidelines when they had been included in something
5 in the interim guidelines.  Is that your testimony?
6      A   Yes.  I can't say for sure which charge it
7 was under.  I think it was under water transfer
8 charges, but the interim guidelines were in 1993, I
9 believe, and I think the change happened, like, in

10 '97, so it wasn't that far afterwards.  And the only
11 reason I'm saying that is to point out that, you
12 know, there have been instances where, you know,
13 interpretations have changed for how we're going to
14 apply, and it was documented so --
15      Q   But right now you're not table to tell me
16 what document it is, you just believe that it was
17 documented somewhere?
18      A   Otherwise, I wouldn't know about it.
19 That's what I'm saying, I'm sorry.  It's in one of
20 those documents I mentioned.
21      Q   Do you know if it's been published in the
22 Federal Record anywhere?
23      A   I don't know, sir.
24      Q   Are you aware of any instance since the
25 interim guidelines in which Reclamation has changed

729

1 its interpretation in a manner to apply the charge
2 to more water rather than less water?
3      A   I've only been with Reclamation since 2006
4 so I can't say what happened before me.  Since I've
5 been in my position from 2006 current, I don't
6 believe we have changed our policy for applying
7 restoration charges to more water, but I can't say
8 for certain.
9      Q   And I want to be clear.  Right now I'm

10 talking about any restoration charge, not just the
11 water transfer charge.
12          And so as you sit here today, you cannot
13 recall in your time at Reclamation since 2006 any
14 change in policy by Reclamation that would expand
15 the types of water or categories of water to which a
16 restoration fund charge is applied; is that correct?
17      A   Not that I can speak to right now that I
18 remember.
19      Q   But you can remember at least one in which
20 Reclamation changed its policy in a way that
21 narrowed the category of water transactions that are
22 subject to restoration fund charges?
23      A   In that one instance because I read through
24 one of these documents not that long ago, and I
25 remember that sticking out.

730

1      Q   Let's go to Plaintiffs' Exhibit 264,
2 please.
3          And, Ms. Wolfe, do you recognize this
4 document?
5      A   Is this from our business practice
6 guidelines for water transfers?
7      Q   I think so.  If it helps to look in the
8 second volume, it's probably there that you can
9 thumb through, if you need to see all of the pages.

10      A   Does it have a cover page?  That might be
11 the cover page, okay.  So, yeah, I believe that's
12 what this is.  Well, no, because of the date on the
13 bottom -- oh, yeah, November 2012, yes, that's what
14 this is.
15      Q   And so it's fairly faint down there at the
16 bottom, but it says:  Original May 2008, revised
17 November 2012.
18          Is that your recollection of sort of the
19 chronology of this business practice guideline?
20      A   Yes, sir.
21      Q   And so you mentioned it was revised.  The
22 original would have been the May 2008 one, this was
23 the first time this was published?
24      A   Yes, sir.
25      Q   And if we go to -- should be seventh page

731

1 of this.  Section -- let's see.  Yeah, it is that
2 page.  I just was confused by not seeing the
3 heading.
4          So if we look at 1-e here, which I guess is
5 the first lettered item at the top.  Your business
6 practice guidelines say:  CVP restoration fund
7 charges are paid by the transferor after the water
8 is delivered to the transferee, and that the charge
9 then goes to the restoration fund.  And this says if

10 the transferor has ATP relief, restoration charge is
11 not due.
12          Now, let me first, ATP is ability to pay?
13      A   Yes, sir.
14      Q   So this indicating that if the transferor,
15 a water contractor who is transferring water has
16 itself ability-to-pay relief and they are
17 transferring to someone else that they don't have to
18 pay the water transfer charge even if the person
19 they are transferring it to does not have ability to
20 pay relief, correct?
21      A   Yes, that's what this is saying, yes, sir.
22      Q   And so this is the guidance you're giving
23 to the people who actually assess the water transfer
24 charges out in the field, correct?
25      A   Yes, sir.
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1      Q   And they are supposed to follow this as a
2 decision tree in deciding whether to assess a water
3 charge for the transfer charge that would go into
4 the restoration fund?
5      A   Yes, sir, we provided this as a resource
6 document for them.
7      Q   Now, the ability-to-pay concept, there's a
8 study that has to be done for the contractor,
9 correct?

10      A   Yes, sir.
11      Q   And the study involves sort of a fairly
12 detailed economic analysis of the crops that they
13 grow on their land and whether those crops are
14 sufficiently valuable to warrant some sort of
15 economic ability to pay certain water charges,
16 correct?
17      A   Yes.  So just for clarification, the ATP
18 analysis can be done on a contractor level or it can
19 be done for a group of contractors within the same
20 regional area who grow similar crops.  And as part
21 of that process, our economists determine payment
22 capacity, and they make a determination whether the
23 contractor has the ability to pay for Reclamation
24 Central Valley Project water.
25      Q   And the ability-to-pay relief study focuses

733

1 only on irrigation water, correct?
2      A   Yes, sir.
3      Q   Because there's no such thing, no such
4 animal as ability-to-pay relief for municipal and
5 industrial water, correct?
6      A   That's correct.
7      Q   So, essentially, it's an analysis for a
8 farmer or group of farmers growing some kind of
9 crop, alfalfa, almonds, whatever, in the Central

10 Valley, and assessing are they making enough from
11 their crops to be able to pay the restoration fund
12 charges, the M&R charges, excuse me.  Are other
13 charges exempt from ability to pay?
14      A   So a contractor can have ability-to-pay
15 relief from the construction component of their
16 water rate and their mitigation and restoration
17 charge, and it can be partial.  So it doesn't
18 necessarily mean that they are relieved of the
19 entire charge.  It could be a partial relief.
20      Q   So if the 6 or the 12 -- I guess it's the
21 $6 is all we're talking about because it's only
22 irrigation, if the $6 inflated to a particular year
23 is now $10, the finding might be that they can't
24 afford the $10 per acre-foot for the irrigation
25 water, but they can afford 3 or 4?

734

1      A   Yes.
2      Q   And if that's the case, they still have to
3 pay the 3 or 4 per acre-foot on the mitigation and
4 restoration water -- excuse me -- the irrigation
5 water is subject to the M&R charge, but they don't
6 have to pay the full freight; is that correct?
7      A   That is correct.  They pay a partial for
8 the mitigation and restoration charge.
9      Q   Let's go to Joint Exhibit 3, page 22, if we

10 can.
11          THE COURT:  Mr. Murray, shall we hold that
12 until tomorrow morning?
13          MR. MURRAY:  Absolutely we can, Your Honor.
14          THE COURT:  Let's adjourn for today.  We'll
15 reconvene at 9:30 tomorrow morning.
16          (Proceedings adjourned a 4:56 p.m.)
17
18
19
20
21
22
23
24
25
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Mission Statements 
The mission of the Department of the Interior is to protect and provide access to our 
Nation’s natural and cultural heritage and honor our trust responsibilities to Indian Tribes 
and our commitments to island communities. 

The mission of the Bureau of Reclamation is to manage, develop, and protect water and 
related resources in an environmentally and economically sound manner in the interest of 
the American public. 

 

A377

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 379 of 601



 

Table of Contents | iii 

Table of Contents 
Page 

Executive Summary ........................................................................................................................................... 1 

Chapter 1. Introduction .................................................................................................................................... 9 

Chapter 2. Overview of the Central Valley Project .................................................................................... 13 

Chapter 3. Project Facilities and Costs ......................................................................................................... 19 

Chapter 4. Cost Allocation Methodology..................................................................................................... 27 

Chapter 5. Key Concepts and Assumptions ................................................................................................ 33 

Chapter 6. Hydrological Modeling ................................................................................................................ 43 

Chapter 7. Economic Benefits ....................................................................................................................... 51 

Chapter 8. Single-Purpose Alternatives ........................................................................................................ 63 

Chapter 9. Cost Estimates .............................................................................................................................. 72 

Chapter 10. Cost Allocation Results (Period 2) ........................................................................................... 83 

Chapter 11. Final Cost Allocation (Two-Period Merge) ............................................................................ 95 

Chapter 12. Implementation of the Final Cost Allocation ...................................................................... 103 

CAS Facility List ............................................................................................................................................. 107 

Key Terms  ...................................................................................................................................................... 142 

References  ...................................................................................................................................................... 149 

List of Tables 

Table ES-1. Final Cost Allocation (Merge) – Construction (Nominal Dollars) ....................................... 3 

Table ES-2. Summary of Repayment Obligations – Construction Costs Only (Excludes IDC and 
OM&R) ........................................................................................................................................... 6 

Table ES-3. Reimbursable Costs Distribution – Construction Costs Only (Excludes IDC and 
OM&R) ........................................................................................................................................... 7 

Table 6-1. Estimated Annual Water Supply Deliveries by Water Year Type (TAF) ............................. 44 

Table 6-2. Water Supply SPA Storage Facility Sizing (TAF) ..................................................................... 44 

Table 6-3. D-1641 Estimated Annual Water Requirements by Source and Water Year Type (TAF) 45 

Table 6-4. SPA Storage Size Results for the Water Quality Purpose (TAF) ........................................... 46 

A378

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 380 of 601



iv | Central Valley Project Final Cost Allocation Study 

Table 6-5. Estimated Annual Power Generation and Consumption by Water Year Type (GWh) ..... 46 

Table 6-6. SPA Storage Size Results for the Flood Control Purpose (TAF) .......................................... 47 

Table 6-7. Estimated Average Annual Storage Requirements Used to Meet B2 Water Supply 
Objectives (TAF) ......................................................................................................................... 48 

Table 7-1. Estimated Annual Economic Benefits of CVP Irrigation Water Supplies, by Water Year 
Type ($millions) ........................................................................................................................... 53 

Table 7-2. Estimated Annual Economic Benefits of CVP M&I Water Supplies, by Water Year Type 
($millions) ..................................................................................................................................... 54 

Table 7-3. Estimated Annual Economic Benefits of CVP Water Quality, by Water Year Type 
($millions) ..................................................................................................................................... 55 

Table 7-4. Estimated Annual Economic Benefits of CVP Flood Control, ($millions) ......................... 57 

Table 7-5. Estimated Annual CVP Hydropower Benefits, by Water Year Type ($millions) ............... 60 

Table 7-6. Estimated Annual Total CVP Hydropower Benefits ($millions) .......................................... 60 

Table 7-7. Summary of Estimated Economic Benefits of the CVP (2013 Dollars) ($millions) .......... 61 

Table 9-1. Diminishable Multipurpose Facilities ......................................................................................... 77 

Table 9-2. Non-Diminishable Multipurpose Facilities ............................................................................... 77 

Table 9-3. SCRB Total and Separable Cost Estimates (2013 Dollars) ..................................................... 79 

Table 9-4. Total Estimated SPA Costs by Purpose1 (2013 Dollars) ......................................................... 81 

Table 10-1. SCRB Results – Period 2 (2013 Dollars) ................................................................................. 86 

Table 10-2. Reimbursable Purpose Allocation Percentages (Nominal Dollars) ..................................... 91 

Table 10-3. Cost Allocation Summary – Period 2 (Nominal Dollars)1 .................................................... 92 

Table 11-1. Final Cost Allocation (Merge) – Construction (Nominal Dollars) ...................................... 96 

Table 11-2. Final Cost Allocation (Merge) – IDC1,2 ................................................................................... 99 

Table 11-3. Summary of Repayment Obligations – Construction (Excludes IDC and OM&R) ...... 101 

Table 11-4. Reimbursable Cost Distribution – Construction (Excludes IDC and OM&R) .............. 102 

CVP Cost Allocation Study Facility List (FY 2013) 1,2 ............................................................................. 107 

List of Figures 

Figure 2-1. CVP Project Area ........................................................................................................................ 14 

  

A379

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 381 of 601



 

Table of Contents | v 

List of Appendices 

Cost Allocation Study Spreadsheet Appendix 

Cost Estimate Summary Tables Appendix 

Economic Benefits Analysis Appendix 

Hydrological Modeling Appendix 

  

A380

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 382 of 601



vi | Central Valley Project Final Cost Allocation Study 

This page intentionally left blank. 

  

A381

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 383 of 601



 

Acronyms and Abbreviations | vii 

Acronyms and Abbreviations 
• AF: acre-feet 

• BCI: Building Cost Index 

• BO: biological opinion 

• BPG: Business Practice Guidelines for CVPIA Receipts, Program Accounting, Cost Allocation, 
and Cost Recovery 

• CAISO: California Independent System Operator 

• CAS: cost allocation study 

• CEC: California Energy Commission 

• COA: coordinated operations agreement 

• CVP: Central Valley Project 

• CVPIA: Central Valley Project Improvement Act 

• Delta: San Francisco Bay Delta 

• DWR: California Department of Water Resources 

• FWPRA: Federal Water Project Recreation Act of 1965 

• GDP: gross domestic product 

• GWh: gigawatt-hour 

• IDC: interest during construction 

• km: kilometer(s) 

• LCPSIM: least cost planning simulation model 

• LTGEN: long-term generation 

• M&I: municipal and industrial 

• MCD: major cost driver 

• MMBtu: million British thermal units 

• MW: megawatt 

• MWh: megawatt-hour 

• O&M: operation and maintenance 

• OM&R: operation, maintenance, and replacement 

• OMWEM: other municipal water economics model 

• P&Gs: Principles and Guidelines 

A382

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 384 of 601



viii | Central Valley Project Final Cost Allocation Study 

• PG&E: Pacific Gas and Electric 

• Pump-Gen: pump-generating 

• RAX: replacement, additions, and extraordinary maintenance 

• Reclamation: Bureau of Reclamation 

• RJE: remaining justifiable expenditure 

• ROD: Record of Decision 

• RPA: reasonable and prudent alternatives 

• SCRB: separable costs-remaining benefits 

• SOD: Safety of Dams 

• SPA: single-purpose alternative 

• SSJRBS: Sacramento and San Joaquin Rivers Basin Study 

• SWAP: statewide agricultural production model 

• SWP: State Water Project 

• SWRCB: State Water Resources Control Board 

• TAF: thousand acre-feet 

• TBD: to be determined 

• USACE: U.S. Army Corps of Engineers; Sacramento District 

• USFWS: U.S. Fish and Wildlife Service 

• WAPA: Western Area Power Administration 

• WRC: Water Resources Council 

• XO&M: extraordinary operations and maintenance 

 

A383

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 385 of 601



 

Executive Summary | 1 

Executive Summary 
The Central Valley Project (CVP) is a multipurpose water resources project operated by the Bureau 
of Reclamation (Reclamation) that supplies water to more than 200 long-term water contractors in 
the Central Valley, the San Francisco Bay Area, and the Santa Clara Valley. The CVP has eight 
authorized purposes: water supply, power, flood control, water quality, recreation, navigation, fish 
and wildlife enhancement, and fish and wildlife mitigation.1 

The CVP is comprised of both single-purpose and multipurpose facilities that, in aggregate, serve 
the purposes of the project authorized by Congress. In accordance with CVP project authorization, 
the costs for CVP facilities are to be reimbursed by project beneficiaries. A cost allocation study is 
designed to identify the repayment obligations for project beneficiaries, as well as those non-
reimbursable costs assigned to the Federal government. 

The current comprehensive cost allocation study used for calculating repayment obligations of CVP 
contractors was completed in 1975. As new project facilities have been added and water and power 
uses have changed over time, updates and adjustments have been made to the cost allocation to 
determine repayment, but a holistic evaluation has not been completed since 1975. This cost 
allocation study was initiated based on direction from Congress in Public Law (P.L.) 99-546 and the 
request of water and power contractors for a final CVP cost allocation to firm up account balances 
and provide sufficient time for financial planning required to ensure full repayment of the CVP costs 
by 2030. This report provides the background and methodology for the Final Cost Allocation Study 
(CAS). Reclamation will apply the Final CAS results to current costs and operational conditions that 
are in effect at the time the annual plant-in-service and operation and maintenance (O&M) 
allocations are prepared. 

Reclamation developed this CVP Final CAS report in consultation with stakeholders and other 
Federal agencies, including Western Area Power Administration (WAPA), U.S. Army Corps of 
Engineers (USACE) and U.S. Fish and Wildlife Service (USFWS), which participated in the study 
through coordination on key issues and analyses. This CVP Final CAS commenced in 2010. 
Throughout the process, information and updates have been shared with stakeholders through a 
series of over 30 meetings, workshops, and/or briefings. 

Purpose and Need for Study 

The purpose of the CVP cost allocation study is to develop allocation factors for the authorized 
purposes of the CVP. These factors will be used to determine the final repayment obligations for 
CVP facilities subject to the 2030 repayment. Though Reclamation has updated the allocation 
annually through the ratesetting process, a holistic cost allocation study has not been completed 
since 1975. A number of changes have occurred since 1975 that Reclamation and CVP contractors 
                                                           
1 Fish and wildlife mitigation without specific cost recovery guidance is treated as a joint cost. 
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agree necessitate re-evaluation. Legislative and regulatory changes in the 1990s made considerable 
changes to the benefits and authorized purposes of the CVP. This cost allocation study allows 
Reclamation to consider the new CVP facilities, operational requirements, and benefits that have 
been authorized since 1975. The final cost allocation presented in this document meets the 
requirement of a final cost allocation in accordance with Reclamation policy for final cost allocations 
(PEC P01) and in fulfillment of requirements of Public Law 99-546. 

Two Cost Allocation and Two-Period Repayment Approach 

Throughout the public meetings held for development of the cost allocation study, water and power 
stakeholders expressed concern that historic project operations and conditions differed significantly 
from those expected in the future. Reclamation policy (PEC 01-02) defines the period of analysis for 
the cost allocation as 100 years beyond the initial date of service. To address both Reclamation 
policy and stakeholder concerns, Reclamation combined the two separate cost allocations, each with 
their own respective 100-year period of analysis. This approach addresses the concern over disparate 
historic and future project operating conditions. 

The first period (Period 1) reflects historic conditions as represented in the 1975 CVP cost allocation 
update (as updated through 2013). The second period (Period 2) reflects projected operations and 
benefits of the CVP. The two periods are then merged by providing equal weight to each period to 
create the final cost allocation. The two-period approach has been implemented as a means to 
account for historic operations of the CVP since it was placed into service through the Period 1 
allocation while also allowing for the allocation to account for current/projected project operations 
through the Period 2 allocation.2 The primary focus of this document is the assumptions, costs, and 
benefits that are used in the Separable Costs-Remaining Benefit (SCRB) cost allocation process is on 
the Period 2 allocation. The assumptions and methodology used to develop the cost allocation 
factors for Period 1 are documented in the 1970 CVP Cost Allocation Report as amended, and 
references to the Period 1 allocation are presented for context only. 

Separable Costs-Remaining Benefits Analysis and Results 
(Period 2) 

The SCRB methodology for the cost allocation is used for the Period 2 cost allocation. The SCRB 
method is considered the most comprehensive and generally preferred method of allocating costs by 
Reclamation. The SCRB method is based on the goal of identifying and assigning all project costs 
that provide only one project benefit to the appropriate project purpose (separable costs), and then 
equitably distributing those costs that provide benefits to more than one purpose (joint costs) 
among authorized project purposes. 

                                                           
2 Note that the allocation of future CVP O&M costs will be based on the Period 2 allocation; thus it will reflect 
prospective conditions. 
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Final Cost Allocation (Two-Period Merger) 

The CVP plant-in-service (construction) allocation is prepared annually to reflect changes in CVP construction costs and sub-allocation 
processes that vary year to year. The results of the final cost allocation, which reflects the merger of the Period 1 and Period 2 allocations 
and sub-allocations, are presented in Table ES-1 and representative of 2013 construction costs. The proposed process for taking the final 
cost allocation results and applying to annual plant-in-service allocations is described in Chapter 12, Implementation of the Final Cost Allocation, 
of this report. 

Table ES-1. Final Cost Allocation (Merge) – Construction (Nominal Dollars) 

Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) 

Final Cost 
Allocation 
(Merge) 

Authorized Purposes & Sub-Purposes      

Water Supply – Irrigation  $1,178,115,286 $1,068,517,722 $589,057,643 $534,258,861 $1,123,316,504 

Water Supply – M&I  $106,873,582 $142,321,083 $53,436,791 $71,160,542 $124,597,333 

Power – Commercial  $674,248,511 $609,891,724 $337,124,256 $304,945,862 $642,070,118 

Flood Control $139,282,872 $331,281,759 $69,641,436 $165,640,880 $235,282,316 

Water Quality $5,607,545 $89,358,743 $2,803,773 $44,679,372 $47,483,145 

Recreation $74,998,433 $5,742,471 $37,499,217 $2,871,236 $40,370,453 

Navigation $6,423,948 $0 $3,211,974 $0 $3,211,974 

Fish & Wildlife Enhancement 1 – – – – – 

Non-Reimbursable (Other)      
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Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) 

Final Cost 
Allocation 
(Merge) 

Federal $258,046,528 $198,271,873 $129,023,264 $99,135,936 $228,159,200 

State $250,429,656 $248,502,699 $125,214,828 $124,251,349 $249,466,177 

State & Local $4,329,037 $4,467,386 $2,164,519 $2,233,693 $4,398,212 

Repayment Contracts      

Irrigation $361,392,079 $361,392,079 $180,696,040 $180,696,040 $361,392,079 

M&I $227,656,572 $227,656,572 $113,828,286 $113,828,286 $227,656,572 

Commercial Power $8,568,500 $8,568,500 $4,274,250 $4,274,250 $8,568,500 

Facility List Sub-Total $3,295,972,549 $3,295,972,610 $1,647,986,276 $1,647,986,307 $3,295,972,584 

Additional Repayment Obligations      

Repayment Obligations – USACE      

Irrigation $19,686,165 $19,686,165 $9,843,083 $9,843,083 $19,686,166 

M&I $447,937 $447,937 $223,969 $223,969 $447,938 

WAPA Retired Assets      

Irrigation $8,464,815 $8,464,815 $4,232,408 $4,232,408 $8,464,816 

M&I $1,207,155 $1,207,155 $603,578 $603,578 $1,207,156 

Commercial Power $35,649,679 $35,649,679 $17,824,840 $17,824,840 $35,649,680 
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Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) 

Final Cost 
Allocation 
(Merge) 

Non-Reimbursable (Federal) $213,468 $213,468 $106,734 $106,734 $213,468 

Non-Reimbursable (State) $16,115 $16,115 $8,058 $8,058 $16,116 

CA-OR Transmission Project $20,282,786 $20,282,786 $10,141,393 $10,141,393 $20,282,786 

Additional Repayment Obligations 
Sub-Total 

$85,968,120 $85,968,120 $42,984,063 $42,984,063 $85,968,126 

Costs Not Allocated      

Authorized Deferred Use $56,875,000 $56,875,000 $28,437,500 $28,437,500 $56,875,000 

CVPIA $340,872,120 $340,872,120 $170,436,060 $170,436,060 $340,872,120 

Folsom SOD – Not in Repayment $120,512,509 $120,512,509 $60,256,255 $60,256,255 $120,512,510 

Costs Not Allocated Sub-Total $518,259,629 $518,259,629 $259,129,815 $259,129,815 $518,259,629 

Total Cost $3,900,200,298 $3,900,200,359 $1,950,100,154 $1,950,100,185 $3,900,200,339 

1. Fish and wildlife mitigation costs are allocated to applicable categories for repayment, including non-reimbursable costs. 

Repayment Obligations 

The summary of estimated repayment obligations for CVP construction costs is presented in Table ES-2. These repayment obligations 
reflect the construction costs allocated (and sub-allocated) to reimbursable and non-reimbursable purposes in Period 1, Period 2, and the 
final cost allocation. The breakdown of construction costs allocated across reimbursable sub-purposes is shown Table ES-3. 
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Table ES-2. Summary of Repayment Obligations – Construction Costs Only (Excludes IDC and OM&R) 

Category 
Period 1 
Value ($) 

Period 1 
Percent of 
Total 

Period 2 
Value ($) 

Period 2 
Percent (%) 

Period 2 
Change 
from P1 

Final Cost 
Allocation 
(Merge) 
Value ($) 

Final Cost 
Allocation 
(Merge)  
Percent (%) 

Final Cost 
Allocation 
(Merge) 
Change 
from P1 

Irrigation $1,206,266,266  30.93% $1,096,668,702 28.12% ($109,597,564) $1,151,467,486 29.52% ($54,798,780) 

M&I $108,528,674  2.78% $143,976,175 3.69% $35,447,501  $126,252,427 3.24% $17,723,753  

Commercial 
Power 

$730,180,976  18.72% $665,824,189 17.07% ($64,356,787) $698,002,584 17.90% ($32,178,392) 

Repayment 
Contracts 

$597,617,151  15.32% $597,617,151 15.32% $0  $597,617,152 15.32% $0 

Non-
reimbursable 

$739,347,602  18.96% $877,854,513 22.51% $138,506,911  $808,601,061 20.73% $69,253,459  

CVPIA $340,872,120  8.74% $340,872,120 8.74% $0  $340,872,120 8.74% $0  

Authorized 
Deferred Use 

$56,875,000  1.46% $56,875,000 1.46% $0  $56,875,000 1.46% $0  

SOD – Not in 
Repayment 

$120,512,509  3.09% $120,512,509 3.09% $0  $120,512,509 3.09% $0  

Total $3,900,200,298  100.00% $3,900,200,359 100.00% NA $3,900,200,339 100.00% NA 

P1 = Period 1 
SOD = Safety of Dams 
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Table ES-3. Reimbursable Costs Distribution – Construction Costs Only (Excludes IDC and OM&R) 

Category1 
Period 1 
Value ($) 

Period 1 
Percent (%) 

Period 2 
Value ($) 

Period 2  
Percent (%) 

Final Cost Allocation 
(Merge)  
Value ($) 

Final Cost Allocation 
(Merge)  
Percent (%) 

Irrigation $1,206,266,266  58.99% $1,096,668,702 57.52% $1,151,467,486 58.28% 

M&I $108,528,674  5.31% $143,976,175 7.55% $126,252,427 6.39% 

Commercial Power $730,180,976  35.71% $665,824,189 34.92% $698,002,584 35.33% 

Total $2,044,975,916  100.00% $1,906,469,066 100.00% $1,975,722,497 100.00% 

1. Values presented in this table do not include repayment contracts 
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Chapter 1. Introduction 
This chapter provides general background on the CVP Final CAS, including an overview of public 
outreach and involvement. 

1.1 Background & Overview 
In 2010, Reclamation commenced efforts to complete a new cost allocation for the CVP that 
updates the costs allocated among the authorized eight purposes of the project: 

• Water Supply 

• Hydropower 

• Flood Control 

• Water Quality 

• Recreation 

• Navigation 

• Fish and Wildlife Enhancement 

• Fish and Wildlife Mitigation3 (treated as joint cost) 

The final cost allocation proposed herein will be utilized for the allocation of repayment obligations 
for CVP facilities subject to the 2030 repayment requirement. Reclamation conducted the final CAS 
in consultation with CVP stakeholders and other Federal agencies, including WAPA, USACE and 
USFWS through coordination on key issues and analyses. Information on the public outreach 
process is presented in Chapter 1.4. 

1.1.1 Two Cost Allocation and Two-Period Repayment Approach 
Through the stakeholder engagement process, it was identified that historic project operations and 
conditions differed significantly from operational conditions expected in the future. Reclamation 
policy (PEC 01-02) defines the appropriate period of analysis for the cost allocation as 100 years 
beyond the initial date of service (Reclamation 2015). Combining two separate cost allocations, each 

                                                           
3 The Central Valley Project Improvement Act (CVPIA) added “mitigation, protection, and restoration of fish and 
wildlife,” hereafter referred to as “fish and wildlife mitigation,” as an authorized purpose of the CVP. Fish and wildlife 
enhancement can share in joint costs if all requirements of P.L. 89-72 (Federal Water Project Recreation Act) are met, 
while fish and wildlife mitigation is not a purpose that shares joint costs. Any mitigation not specifically authorized under 
CVPIA is considered a joint cost that is shared among all other project purposes that can share in joint costs. The 
repayment of fish and wildlife mitigation costs is addressed in Section 5.11.1. 
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with a 100-year period of analysis, allows the CAS to include current/future operational conditions 
in accordance with Reclamation policy. 

The first period (Period 1) reflects historic conditions as utilized in the 1975 CVP cost allocation 
update (as updated through 2013). The second period (Period 2) reflects projected operations and 
benefits of the CVP4. The final cost allocation represents a merger of the two periods (see Chapter 
11, Final Cost Allocation (Two Period Merger)). 

This document focuses on the assumptions, costs, and benefits used in the cost allocation process 
for period 2. The assumptions and methodology used to develop the cost allocation factors for 
Period 1 are documented separately, and references to the Period 1 allocation are presented for 
context only. More detailed information on the two-cost allocation and two-period repayment 
approach is presented in Chapter 5.1. 

1.1.2 Costs to Be Allocated 
The costs allocated in the final CAS are the plant-in-service costs for all CVP facilities, which 
include facilities owned and operated by Reclamation as well as power facilities owned and operated 
by WAPA that are considered an integral part of the CVP. Reclamation performs the cost allocation 
for WAPA’s CVP facilities; however, WAPA is responsible for recovering costs from its power 
customers. Chapter 3, Project Facilities and Costs provides details on project facilities and costs subject 
to the final cost allocation. Costs with prescribed allocations are treated as direct assigned costs (see 
Section 3.3). 

1.1.3 Cost Allocation Versus Repayment 
The cost allocation process is used to allocate project costs among its authorized purposes. Costs 
allocated across project purposes are identified as reimbursable and non-reimbursable costs. 
Reimbursable costs are then assigned to water and power customers for repayment. Non-
reimbursable costs are not subject to repayment. 

1.2 Purpose and Need for Study 
The purpose of the Final CAS is to develop allocation factors which determine the final repayment 
obligations for each of the CVP customer classes. The allocation factors are used to determine 
repayment obligations for construction costs of project facilities with repayment targets of 2030. 
Reclamation policy, Federal legislation5, and customer requests require the completion of the final 
CAS for the CVP. 

The final CAS considers changes to the CVP’s authorized purposes and operations resulting from 
changes to legislation and evolving regulatory conditions. The CVP has continually added new 

                                                           
4 Period 2 analyses rely on recent information from the Sacramento and San Joaquin Rivers Basin Study (SSJRBS) to 
assess the potential differences in water supply availability that might occur between a no-climate-change scenario and 
various other future climate change projections (see Chapter 6.7 Hydrology Sensitivity Analysis). 
5 Public Law 99-546 directed Reclamation to conduct and implement a final cost allocation study of the Central Valley 
Project.  
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features based on a financially and operationally integrated project. Re-operation of the CVP with 
the additions of new features complicates a clearly defined point of substantial completion. Congress 
and contractors have identified those facilities with repayment in 2030 as what constitutes the basis 
for the final allocation for the CVP. 

1.3 Approval of Cost Allocations 
Reclamation policy PEC P01 (Final Cost Allocations) (Reclamation 1995) indicates the 
Commissioner is authorized to approve the CVP Final CAS. 

1.4 Public Outreach & Involvement 
This CAS was initiated in 2010, and since that time, project information has been shared with 
stakeholders through a series of meetings, workshops, briefings, and the project website. An initial 
public meeting was held on October 1, 2010, to commence the project. Since that time, Reclamation 
has held over 30 additional meetings to solicit input and present information regarding cost 
allocation methodology and preliminary results and findings. Those stakeholders who commented 
on the Draft CVP Final CAS during the public review process (January 2019 – April 2019) were 
invited to a series of four listening sessions to provide Reclamation with additional context to 
comments and help prioritize efforts for completion of the study. 

Throughout the process, Reclamation received over 700 written comments on the study, and 
stakeholders have provided input via direct contact with Reclamation staff. Comments were received 
from over 40 stakeholders including Federal agencies, CVP customers, regional and local 
governments and agencies, and special interest groups. Efforts were taken to review all stakeholder 
comments as they were received so that they could be incorporated into the development of the 
CAS, including the supporting technical analysis. All comments received on the Draft CVP Final 
CAS have been considered in the CVP Final CAS. 
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Chapter 2. Overview of the Central Valley 
Project 
This chapter provides an overview of the CVP, including project operations and related legislation 
and agreements that are integral to the project. Information on CVP facilities included in the CAS is 
presented in Chapter 3, Project Facilities and Costs. 

2.1 Project Overview 
The CVP is the largest surface water storage and delivery system in California and the largest 
irrigation water supply project constructed and operated by Reclamation. Facilities and service areas 
of the CVP cover a large geographic area and include 35 of the State’s 58 counties. The CVP 
includes 20 reservoirs, with a combined storage capacity of nearly 12 million acre-feet; 8 power 
plants and 2 pumping-generating plants, with a combined capacity of approximately 2 million 
kilowatts; 2 pumping plants; and approximately 500 miles of major canals and aqueducts. The CVP 
supplies water to more than 200 long-term water contractors in the Central Valley, the San Francisco 
Bay Area, and the Santa Clara Valley. 

Historically, approximately 90 percent of the water delivered by the CVP has been for agricultural 
uses. At present, increasing quantities of water are being provided to municipal customers, including 
the cities of Redding, Sacramento, Folsom, Tracy, and Fresno; most of Santa Clara County; and the 
northeastern portion of Contra Costa County. 

The CVP has eight authorized purposes. Congress authorized the CVP to serve water supply, 
power, flood control, water quality, recreation, navigation, fish and wildlife enhancement, and fish 
and wildlife mitigation, with portions of the costs for CVP facilities to be reimbursed by the water 
and power users. Additional information on the authorized purposes of the CVP is presented in 
Chapter 5.7. 

2.2 Project Area 
The CVP is authorized as a single financially and operationally integrated multipurpose water supply 
project, providing water storage both north and south of the Sacramento-San Joaquin River/San 
Francisco Bay Delta (Delta). As shown in Figure 2-1, major CVP dams and reservoirs are located on 
the Trinity, Sacramento, American, Stanislaus, and San Joaquin Rivers. CVP water supplies north of 
the Delta are controlled by Shasta and Folsom Dams on the Sacramento and American Rivers, 
respectively. Water from the Trinity River is stored, re-regulated, and diverted through a system of 
dams, reservoirs, tunnels, and power plants to the Sacramento River to supplement the supply 
developed by Shasta Reservoir. 
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Figure 2-1. CVP Project Area 

2.3 Project Development and Authorization 
The CVP resulted from long-term interaction among State, Federal, and private parties sharing a 
common interest in developing California’s water resources. The CVP was authorized through a 
series of legislative acts, beginning with the Rivers and Harbors Act of 1935, which authorized 
construction of initial features on the Sacramento and San Joaquin Rivers and in the Delta by the 
USACE. The River and Harbors Act of August 26, 1937, reauthorized the CVP for construction 
under provisions of Federal reclamation laws by the Secretary of the Interior. 
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Construction of the first major CVP facility, Shasta Dam, began in 1938. Successive congressional 
acts authorized additional facilities based on geographical proximity and purposes served. The final 
dam and reservoir, New Melones, was officially transferred to Reclamation from the USACE by P.L. 
87-874 in November 1979. 

2.4 Project Facilities & Operations 
Extending 400 miles through central California, the CVP is a complex, multipurpose network of 
dams, reservoirs, canals, hydroelectric power plants, and other facilities. The CVP provides flood 
protection for the Central Valley and supplies irrigation water throughout the valley thereby 
supporting California’s agricultural economy. It also supplies municipal and industrial water to major 
urban centers in the greater Sacramento and San Francisco Bay areas, as well as producing electrical 
power and offering various recreational opportunities. In addition, the project provides water to 
restore and protect fish and wildlife, and to enhance water quality. 

Long-term contracts for CVP water, in total, exceed 9 million acre-feet per year. The CVP has long-
term agreements to supply water to more than 200 contractors in 29 of California’s 58 counties. 
Deliveries by the CVP include providing an annual average of 5 million acre-feet of water for farms; 
600,000 acre-feet of water for municipal and industrial (M&I) uses (enough water to supply about 
2.5 million people for a year); and water for wildlife refuges and maintaining water quality in the 
Sacramento-San Joaquin Delta. The CVP dedicates 800,000 acre-feet per year to fish and wildlife 
and their habitat and 410,000 acre-feet to State and Federal wildlife refuges and wetlands, pursuant 
to the Central Valley Project Improvement Act (CVPIA). 

Overall, CVP operations are coordinated to obtain maximum yields and to deliver water into the 
main river channels and canals of the project in the most efficient and economical manner. Project 
operations are implemented in conjunction with State Water Project (SWP) operations based on the 
Coordinated Operations Agreement (COA), the Bay-Delta Accord, and other agreements. Irrigation 
and M&I water is delivered to project contractors from the main canals in accordance with long-
term contracts negotiated with irrigation districts and other local organizations. Distribution of water 
from the main canals to the individual users is the responsibility of the local districts, which use 
distribution systems comprised of lateral canals and pipelines to convey water to individual farms 
and municipalities. 

2.5 Key CVP Agreements and Legislation 
There are a wide range of laws and agreements that affect CVP and SWP operations. Throughout 
the life of the CVP, the allocation of its costs has been affected directly or indirectly by Federal 
legislation, continuing up to the recent specific allocation of costs of certain actions and facilities 
mandated by the CVPIA. This has meant that different rules may apply to different groups of CVP 
facilities or facilities built during different periods of time. The current CVP cost allocation study 
must be understood in the context of these changing mandates and application of different 
procedures to different sets of CVP facilities. It is also important to note that the existing CVP water 
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ratesetting process, dependent as it is on the allocation of CVP costs, has relied on this 
amalgamation of practices. The discussion below highlights several key provisions that play a critical 
role in CVP operations that in turn affect project costs and benefits and ultimately the allocation of 
project costs. 

2.5.1 Coordinated Operations Agreement 
In 1986, Reclamation and the State entered into a COA that described how the CVP and the SWP 
are to be operated in a coordinated manner to jointly meet Delta salinity control and water quality 
standards as defined by the State Water Resources Control Board (SWRCB). The COA included 
many provisions concerning the joint operations of CVP and SWP, including methods to ensure 
that water demands in specific areas north of the Delta and in the Delta are met prior to exporting 
water to areas south of the Delta. In addition, COA provisions defined how much water the CVP 
and the SWP can export when the Delta conditions allow exports. 

Title I of P.L. 99-546 directed the Secretary to operate the CVP in conformity with State water 
quality standards for the Delta. The act specified that costs associated with providing CVP water 
supplies for salinity control and complying with State water quality standards be allocated among 
project purposes and reimbursed in accordance with existing Reclamation law and policy. 

2.5.2 State Water Resources Control Board Water Quality Requirements 
The CVP and SWP are also operated pursuant to SWRCB decisions and orders related to water 
rights permits for the CVP and SWP. The SWRCB is responsible for setting water quality standards 
governing the operations of the CVP and SWP for the San Francisco Bay/Sacramento-San Joaquin 
Delta and Estuary. Under P.L. 99-546, both projects were authorized to operate in close 
coordination pursuant to the COA, which also required the CVP and SWP to share responsibility to 
meet the SWRCB Water Rights Decision 1485 (D-1485) water quality standards. In 1999, the 
SWRCB adopted Water Rights Decision 1641 (D-1641), amending certain water quality terms and 
conditions. Meeting D-1641 water quality standards requires exceeding the Delta outflow standards 
set by D-1485. 

2.5.3 Central Valley Project Improvement Act 
On October 30, 1992, the President signed into law the Reclamation Projects Authorization and 
Adjustment Act of 1992 (P.L. 102-575) that included Title 34, the CVPIA. The CVPIA amended the 
Act of August 26, 1937, the basic authorizing legislation for the CVP, to include fish and wildlife 
protection, restoration, and mitigation as project purposes having equal priority with irrigation and 
domestic uses, and fish and wildlife enhancement as a project purpose equal to power generation. 

The CVPIA identified a number of specific measures to meet these new purposes. It also directed 
the Secretary of the Interior to operate the CVP consistent with these purposes, to meet the Federal 
trust responsibilities to protect the fishery resources of affected federally recognized Indian tribes, to 
meet all requirements of Federal and State law, and to achieve a reasonable balance among 
competing demands for CVP water. 
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Many of the provisions included in the CVPIA identified specific measures intended to improve 
fishery conditions in Central Valley rivers and the Delta. In many cases, the provisions also provided 
specific cost-sharing and allocation criteria. As a result, the allocation of costs for CVPIA-mandated 
actions was directed by Congress, with Congress specifying the percentage of costs to be allocated to 
water and power users, the Federal government, and the State. Relevant examples are the actions 
specified in Section 3406(b)(4)(23) and refuge water supplies addressed in Section 3406(d). 

The CVPIA also contains requirements that could affect CVP water availability and use without 
directing that a new cost allocation be undertaken or providing a cost allocation formula. Section 
3406(b)(2) of the CVPIA directed the Secretary to dedicate and manage 800,000 acre-feet of CVP 
yield for the primary purpose of implementing the fish, wildlife, and restoration purposes of the act, 
to assist the State in its efforts to protect Bay/Delta waters, and to help meet other legally imposed 
obligations on the CVP, including but not limited to additional obligations under the Federal 
Endangered Species Act (ESA). The dedication of this water reduced the capability of the CVP to 
deliver contracted amounts of water to M&I and irrigation contractors. Congress neither directed 
that a new cost allocation study be undertaken as a result of likely reductions in water contract 
deliveries nor provided a cost allocation formula related to the dedicated water. Additional 
information on the treatment of CVPIA costs in the final CAS is presented in Chapter 5.11. 
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Chapter 3. Project Facilities and Costs 
This chapter presents the project facilities and associated costs included in the final CAS. Most of 
the facilities and costs are subject to the SCRB cost allocation methodology utilized in this study 
(described in detail in Chapter 4, Cost Allocation Methodology). Facility costs that are not included 
in the SCRB analysis but remain part of the overall CAS include direct assigned costs, repayment 
contracts, additional repayment obligations, and costs not allocated. These costs are accounted for in 
the final CAS summary tables presented in Chapter 10, Cost Allocation Results (Period 2) and Chapter 
11, Final Cost Allocation (Two Period Merger). Unless noted otherwise, the costs referenced in this 
chapter represent CVP plant-in-service (construction) costs only. Chapter 9, Cost Estimates outlines 
cost estimates for interest during construction (IDC) and operation, maintenance, and replacement 
(OM&R) necessary for performing the SCRB analysis. 

3.1 Project Facilities (CAS Facility List) 
The CAS covers most CVP facilities that are considered plant-in-service based on Schedule 1 of the 
2013 CVP Financial Statement (see the CAS Facility List Attachment at the end of this report). 
Facilities with prescribed repayment obligations are included in the CAS as direct assigned costs. 
Facilities that support project benefits and do not have prescribed repayment obligations are 
allocated through the SCRB analysis. The cost of CVP facilities owned and operated by WAPA and 
identified as financially and operationally integrated with the CVP are included in the CAS. 

The CAS allocates costs of project facilities in the following CVP divisions/units: 

• Shasta and Trinity River Divisions 

• Friant Division 

• Sacramento River Division 

• American River Division 

• Delta Division 

• San Felipe Division 

• West San Joaquin Division, San Luis Unit 

• Stanislaus (East Side) Division 

3.2 Adjustments to the CVP Financial Statement 
The CAS allocates plant-in-service costs shown in Schedule No. 1 of the 2013 CVP Financial 
Statement, which represent the costs as of September 30, 2013 (Reclamation 2013a). Several 
modifications to the 2013 Financial Statements are necessary to exclude costs that are not allocated 
through the CAS. 
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Facilities Not Considered Plant-In-Service: Schedule No. 1 of the CVP Financial Statement 
include costs associated with construction in abeyance, general construction, and O&M 
construction. These are costs expended, but not yet placed into plant-in-service. Costs for facilities 
not yet placed in service are not allocated for repayment because they do not yet provide benefits to 
the project. 

Land and Land Rights: Land and land rights (LLR) costs presented in Schedule No. 1 are the 
value of the land on which project facilities are constructed. LLR costs for facilities that are plant-in-
service are included in the construction costs of each appurtenant facility and are allocated in the 
CAS. If a facility has not yet been placed in plant-in-service, the associated LLR costs for the facility 
are not allocated in the CAS. 

Reimbursable Interest During Construction: IDC is an allowance for earnings foregone on 
funds used to construct the facility. IDC is included in the CAS for facilities placed into plant-in-
service that are subject to the SCRB analysis. The reimbursable IDC costs for facilities in plant-in-
service included in Schedule No. 1 have been removed before the SCRB analysis was performed 
because the SCRB relies on an estimate of total IDC for the entire facility cost. 

Depreciation Expense: All depreciation expenses are excluded from the CAS study because the 
allocation of construction costs and repayment requirements apply to original cost, not costs 
reduced through depreciation. 

Other Costs Excluded: Other Schedule No. 1 values excluded from the CAS are associated with 
equipment, information technology software, and amortization. 

Transferred Title Facilities: The construction cost of Coleman National Fish Hatchery is removed 
from the plant-in-service value for Shasta Dam and Reservoir shown on Schedule No. 1 of the 2013 
Financial Statement. Title to the hatchery was transferred from Reclamation to USFWS so the 
construction cost of the hatchery is excluded from the CAS. 

Operation, Maintenance, and Replacement (OM&R) Costs: There are costs referred to as 
extraordinary operations and maintenance (EOM) that are included as plant-in-service in Schedule 
No. 1 but are repaid to Reclamation as annual O&M costs. EOM costs are excluded from the SCRB 
analysis to avoid double counting with estimated OM&R costs presented in Chapter 9, Cost 
Estimates. 

Financial System Reconciliation: In 2013, Reclamation adopted a new financial reporting system 
known as the Financial and Business Management System (FBMS) and discontinued use of the 
Federal Financial System (FFS). In the process, the FBMS system reclassified some assets formerly 
categorized as plant-in-service to buildings. For the CAS, the cost of these buildings is included as 
part of the plant-in-service costs being allocated. 
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3.3 Direct Assigned Costs 
CVP facility repayment obligations directly defined by legislation, agreement, or contract are not 
included in the SCRB analysis. Facility costs (or portions thereof) that are directly assigned are added 
to the applicable repayment category after the SCRB process is complete. Adding together the costs 
allocated by the SCRB process and the direct assigned costs provides the total CVP cost allocated, 
which represents a significant portion of the total repayment obligation of CVP contractors. In total, 
direct assigned costs, including IDC, accounted for in the CAS are $502,712,342.6 

The following facility or program costs that are designated as direct assigned costs include: 

• State Share of San Luis Unit Construction ($248,310,255) 

o The State’s share of costs of construction of the San Luis Unit is removed from the 
allocation process because only Federal costs are being allocated. P.L. 86-488 authorized 
construction of the San Luis Unit of the CVP and provided for the sharing of costs with 
the State of California. 

• Archaeological, Cultural, and Historical ($4,245,665) 

o The costs associated with archaeological, cultural, and historic investigations and 
documentation are directly assigned as Federal non-reimbursable. P.L. 93-291 provides 
that up to 1 percent of project construction costs can be spent on archaeological, 
cultural, and historical investigations and cataloging. 

• Fish and Wildlife, Nimbus Dam ($40,000) 

o Prior to completion of the fish hatchery, additional expenses were incurred during 
construction of Nimbus Dam to facilitate fish passage. The cost over-run is directly 
assigned as non-reimbursable fish and wildlife costs. 

• Highway Improvement ($14,663,318) 

o Highway improvements at New Melones Dam and San Luis Dam are directly assigned 
to Federal non-reimbursable. P.L. 87-874 provides that the cost of replacing highways 
with an improved version as part of a project is non-reimbursable. 

• Safety, Security, and Law Enforcement ($25,476,432) 

o Safety, Security, and Law Enforcement activities at the Folsom Unit, San Felipe 
Division, San Luis Unit, and the Shasta Unit are directly assigned as Federal non-
reimbursable pursuant to P.L. 110-229. 

                                                           
6 This value includes IDC that is direct assigned. Direct assigned IDC costs are not reflected in the CAS results 
presented in Chapters 10 and 11 or the CAS Facility List Attachment, which focus on CVP construction costs. 
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• Kesterson Reservoir Clean-up Program ($6,800,000) 

o The costs of clean-up activities at Kesterson Reservoir resulting from selenium 
contamination from San Luis Drain is directly assigned as Federal non-reimbursable. 
Language in Reclamation’s annual appropriations bill provides that $6,800,000 of the 
cost to clean up is considered Federal non-reimbursable expense. 

• Capitalized Interest During Construction: ($31,112,020) 

o New Melones Unit: IDC costs associated with the New Melones Unit are directly 
assigned as Federal non-reimbursable. When New Melones Dam was transferred to 
Reclamation by the USACE, $27,012,918 was included as capitalized IDC allocated to 
irrigation. Reclamation does not charge IDC on irrigation costs so the IDC was classified 
as non-reimbursable. 

o San Felipe Division: IDC costs associated with the San Felipe Division are directly 
assigned as Federal non-reimbursable. $4,099,102 of IDC calculated against the M&I 
portion of the construction cost of the San Felipe Division is classified as Federal non-
reimbursable pursuant to an agreement with division contractors. 

• San Felipe Division Non-Reimbursable Construction Costs ($32,678,447) 

o Ten percent of construction cost of the San Felipe Division is classified as Federal non-
reimbursable pursuant to an agreement with division contractors. The non-reimbursable 
portion of construction costs is based on anticipated development of recreation and fish 
and wildlife facilities. Accordingly, these costs are assigned and split equally among non-
reimbursable recreation and fish and wildlife purposes. 

• American River Pumping Station ($3,589,560) 

o The cost of restoring the American River Pumping Station for the Placer County Water 
Agency is a Federal non-reimbursable cost pursuant to P.L. 110-229. 

• Safety of Dams (SOD) Program ($31,810,865)7 

o SOD costs are associated with the following facilities: Folsom Dam and Reservoir 
($26,385,404),8 Little Panoche Creek Detention Dam ($6,536), Los Banos Creek 
Detention Dam and Reservoir ($10,784), and O’Neill Dam Forebay and Waterway 
($5,408,141). Eighty-five percent of SOD costs are Federal non-reimbursable and 15 
percent are reimbursable pursuant to P.L. 98-404. 

• Fish and Wildlife Activities ($103,829,746) 

o Certain fish and wildlife facilities authorized separately from CVPIA have been directly 
assigned as reimbursable or non-reimbursable through legislation or agreement 
($103,829,746). 

o Fish and wildlife costs that are not authorized under CVPIA and not direct assigned are 
considered mitigation and are treated as joint costs allocated across all project purposes 

                                                           
7 This value includes both reimbursable and non-reimbursable SOD costs. 
8 This value excludes Folsom Dam SOD costs that are not in repayment (refer to Section 3.6). 
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by the SCRB process ($28,495,676). Refer to Section 5.11, Mitigation Costs, and the CAS 
Facility List Attachment for additional details. 

• Recreation Cost Sharing ($156,034) 

o Reclamation maintains cost sharing agreements on two recreation facilities in the CVP – 
Lake Woollomes Recreation Facilities and San Justo Reservoir Recreation Facilities. The 
cost sharing agreements for these two facilities divide the obligation evenly between 
Federal non-reimbursable (as part of the recreation purpose) and State/local non-
reimbursable. Accordingly, the cost of Lake Woollomes recreation facilities ($54,500) is 
allocated 50 percent to Federal non-reimbursable and 50 percent is direct assigned to 
local/State non-reimbursable pursuant to P.L. 89-72, Sec. 7(a). The cost of San Justo 
Reservoir recreation facilities ($257,568) is allocated 50 percent to Federal non-
reimbursable and 50 percent is direct assigned to local/State non-reimbursable per 
Cooperative Agreement No. 4-FC-01430. 

3.4 Defined Repayment Obligations 
Defined repayment obligations of the CVP include repayment contracts between contractors and 
Reclamation and WAPA. These costs are excluded from the SCRB analysis. 

• Reclamation Distribution System Repayment Contracts ($624,827,547) 

Water distribution system costs subject to Reclamation repayment contracts are assigned 
directly to the applicable contractors, rather than through the CAS process. The costs of 
distribution systems that are not owned or financed by Reclamation are not within the 
scope of the CAS. 

• Repayment Contracts, WAPA ($8,980,301) 

Similar to repayments contracts for Reclamation facilities, WAPA has incurred costs that 
are directly repayable by a particular entity pursuant to contract and do not affect market 
power rates. The contract is with Lawrence Livermore Labs (Contract 89-SA-90001) in 
the amount of $8,980,301. 

3.5 Additional Repayment Obligations 
The final CAS accounts for costs that are not subject to the cost allocation but are included either as 
part of the water ratesetting process or the repayment obligation of commercial power. Accordingly, 
these costs are accounted for in Chapter 11, Final Cost Allocation (Two Period Merger), in an effort to 
provide a comprehensive overview of existing and future repayment obligations of project 
beneficiaries. 

The following represents the additional costs included in the CVP water ratesetting process, and in 
the calculation of the repayment obligations for commercial power interests administered by WAPA. 
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• Repayment Obligations Assumed (USACE). Reclamation is responsible for repayment of 
costs for several projects constructed by USACE, including Hidden Reservoir on the Fresno 
River, Buchanan Reservoir on the Chowchilla River, and the Black Butte project on Stony 
Creek. Hidden Reservoir and Buchanan Reservoir were authorized by the Flood Control Act of 
1962, and the repayment obligations have been integrated into Reclamation’s ratesetting process 
where costs are allocated to the water supply purpose and distributed in total to the irrigation 
sub-purpose. The Black Butte project was authorized by the Flood Control Act of 1944, and 
subsequently P.L. 91-502 provided that the project would be financially integrated with the CVP. 
The water supply costs of the Black Butte project are sub-allocated to the irrigation and M&I 
sub-purposes based on relative water deliveries. Title (ownership) of all three projects remains 
with USACE. The total value of repayment obligations assumed from USACE for the three 
projects is $20,134,102. 

• WAPA Retired Assets. Repayment obligations for commercial power include WAPA retired 
assets. The costs of retired assets are not included in the SCRB analysis because when a unit is 
replaced the cost is “removed” from Schedule 1 in WAPA’s Results of Operation and the new 
cost is included instead. Therefore, to include both the retired asset cost and replacement cost in 
the SCRB analysis would count the value of the capital twice. However, from a cost recovery 
perspective, WAPA needs to recover both the original cost and the replacement cost. Therefore, 
the value of retired assets is included for cost recovery purposes. The total value of WAPA 
retired assets is $45,551,232. 

• California-Oregon Transmission Project (WAPA). The SCRB analysis excludes the cost of 
the California-Oregon Transmission Project (COTP) because it is not directly connected to any 
CVP hydropower generation resources, nor used to move CVP hydropower to CVP preference 
power customers. However, the cost of the COTP ($22,135,133) represents a repayment 
obligation of commercial power. 

3.6 Costs Not Allocated 
The costs of facilities that have not yet entered repayment, facilities that have authorized deferred 
use, and CVPIA facilities are not allocated in the CAS, but a portion of these costs represent a 
future obligation of CVP water and power contractors. The results of the CAS will be used to 
allocate these costs at some future point in time where applicable. 

• Facilities Not Yet in Repayment: 

Folsom Safety of Dams: The Folsom Dam Safety and Flood Damage Reduction Joint 
Federal Project is a collaborative effort by Reclamation and USACE to address the dam 
safety hydrologic risk at the Folsom Facility (including Mormon Island Auxiliary Dam 
and several dikes) and improve flood protection. The Folsom project is included in 
plant-in-service in Schedule No. 1, but the costs are not allocated because the project has 
not yet entered repayment. The project took place over multiple years and work was 
completed in phases. As phases are completed, they are transferred from work in 
progress to plant-in-service. An agreement was reached between Reclamation and CVP 
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water contractors that the reimbursable 15 percent of project construction costs would 
not be placed into repayment status until 2021. The total value of Folsom SOD costs not 
in repayment is $120,755,3109. The reimbursable costs will be allocated in accordance 
with the final cost allocation when it is completed, as directed by P.L. 99-546. 
Repayment will begin the year following substantial completion of construction of each 
SOD modification and be completed within 50 years as provided by the SOD Act. Note 
that these costs are not reflected in the CAS Facility List Attachment. 

• Authorized Deferred Use: 

o Folsom South Canal and Tehama-Colusa Canal: P.L. 89-161 and P.L. 90-65 
authorized construction of extra conveyance capacity in the Folsom South Canal and 
Tehama-Colusa Canal, respectively, to provide for an expanded service area which could 
receive project water, if necessary. If the additional irrigation service materializes, the 
cost of the additional capacity – $2,425,000 for Folsom South Canal and $54,450,000 for 
Tehama-Colusa Canal – is to be repaid by project beneficiaries in accordance with 
applicable cost allocation procedures. If not, the authorized deferred use costs would be 
repaid from revenues of the CVP. Specific procedures consistent with existing law and 
Reclamation policy will be developed for the repayment of authorized deferred use costs 
prior to 2030. In the interim, the construction costs of the additional capacity are 
deferred and not being recovered through water rates. 

• CVPIA Facilities: The costs of CVPIA facilities are not allocated through the CAS. The 
repayment obligations for CVPIA facility costs are directly assigned to reimbursable and non-
reimbursable obligations by statute. The sub-allocation of reimbursable costs between Irrigation, 
M&I, and commercial power users will be determined through a separate process based on the 
results of the CAS. 

  

                                                           
9 This value represents costs in the 2013 CVP financial statements. The estimated total Folsom Facility SOD 
modification cost is $507,000,000, of which 15 percent ($76,050,000) is reimbursable. 
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Chapter 4. Cost Allocation Methodology 
This chapter discusses cost allocation principles and presents the process for implementing the 
SCRB methodology. Chapter 10 of this report, Cost Allocation Results (Period 2), presents the 
application of the SCRB process for the CAS, including the resulting allocation of CVP costs for the 
Period 2 allocation. 

4.1 Cost Allocation Background and Objectives 
Early efforts in the field of water resources development consisted of simple, single-purpose 
projects, but the trend soon shifted toward increasingly complex, multipurpose projects because one 
large project is typically a more efficient means of providing benefits across a wide geographic area 
and range than constructing multiple single-purpose projects. As a result, techniques have been 
developed for the distribution of the costs of facilities serving more than one project purpose. 

Cost allocation is concerned with the distribution or assignment of the total costs of a multipurpose 
project among its authorized purposes according to the principles of economic efficiency and equity. 
Once costs are initially allocated to the appropriate purpose, they are assigned to project 
beneficiaries as reimbursable costs and to the appropriate Federal or State governments as non-
reimbursable costs. For the CVP CAS, reimbursable costs are the costs that are repaid to the 
government through some form of upfront cost sharing, repayment (including designations through 
public laws), or other financial agreements. Specific legislation and Reclamation policy establish the 
framework for designating costs as reimbursable, non-reimbursable, or partially reimbursable for a 
given project. 

Generally, cost allocations are first performed during project planning (before construction begins) 
to give beneficiaries an estimate of their repayment responsibility and to determine whether the 
project is financially feasible. Interim cost allocations are needed for projects with any substantive 
changes (additions, legislation, and other factors), including construction of facilities over a longer 
period of time placed into service in stages. When construction of a project is determined to be 
substantially complete, a final cost allocation is required for the purpose of repayment. At that point, 
most post-authorization planning, design, construction, and IDC costs are known and OM&R costs 
are more clearly defined. 

The CVP is a complex multipurpose project composed of both single-purpose and multipurpose 
facilities. The objective of the CVP CAS is to identify responsibilities for repayment of reimbursable 
costs by distributing the costs of multipurpose project facilities among the authorized purposes 
served by the CVP. Costs of single-purpose facilities, such as canals to provide M&I water and 
irrigation water, are directly assigned to the purposes they serve. Costs of multipurpose facilities, 
such as dams and reservoirs that are designed to serve more than one authorized purpose, are 
allocated to the appropriate authorized purposes through the SCRB allocation technique. 
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4.2 Separable Costs-Remaining Benefits Methodology 
The SCRB method for allocating costs is Reclamation’s preferred approach for allocating costs 
amongst multipurpose projects. Reclamation has determined the SCRB methodology to be 
sufficiently comprehensive, particularly for projects where separable costs greatly exceed specific 
costs for any or all purposes.10 

The SCRB method is based on the goal of identifying and allocating all project costs to authorized 
purposes of the project. First, the SCRB approach looks to allocate the separable costs, which are 
the costs incurred that only support one authorized purpose. Once all separable costs have been 
defined, the SCRB approach allocates the costs that remain, which are referred to as joint costs. 
Joint costs are the remaining facility costs that serve multiple authorized purposes. 

The SCRB process distributes joint costs that provide benefits to more than one purpose among all 
authorized purposes served by that facility. Joint costs are distributed among the appropriate 
authorized purposes proportional to the benefits received by each authorized purpose from the 
facility. Benefits, as outlined in Reclamation’s Directives and Standards for Project Cost Allocations 
(PEC 01-02) and pursuant to the Federal Principles and Guidelines (P&Gs) (WRC 1983), are 
measured from a national perspective as opposed to a localized increase or improvement to 
society.11 

4.2.1 Steps in the SCRB Process 
The 9 steps in performing a SCRB cost allocation for a multipurpose project are listed below. 

Step 1: Determine total project costs to be allocated. 

Step 2: Estimate benefits produced by each authorized purpose. 

Step 3: Estimate the single-purpose alternative (SPA) cost for each authorized purpose. 

Step 4: Determine the Justifiable Expenditure for each authorized purpose. 

Step 5: Estimate Separable Costs 

a.  Estimate the Omitted Purpose Project Cost for each authorized purpose. 

b.  Estimate the Separable Costs for each authorized purpose. 

Step 6: Determine the Remaining Justifiable Expenditure for each purpose. 

Step 7: Determine the Joint Cost Factors for each authorized purpose. 

                                                           
10 The Reclamation report, “Central Valley Project Cost Allocation Study,” May 2001, closely examined various cost 
allocation methods and at that time recommended that the existing method would remain in place; the 1975 allocation 
(with interim updates) was conducted using the SCRB method. 
11 Although the 1983 P&Gs have been superseded by the current Principles, Requirements, and Guidelines (PR&Gs), 
the requirements regarding Reclamation and its approach for cost allocations remain unchanged. 
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Step 8: Allocate Joint Costs 

a. Calculate Total Joint Costs to be allocated among all project purposes. 

b. Allocate joint costs between each authorized purpose. 

Step 9: Calculate total costs allocated to each authorized purpose. 

Step 1: Determine total project costs to be allocated. Total plant-in-service project costs are 
gathered or estimated across all cost categories and then converted to a common price level12 for 
consistency and comparative purposes.13 Total costs are the sum of construction (includes planning, 
design, and construction), IDC, and the capitalized value of annual OM&R costs. 

Step 2: Estimate benefits produced by each authorized project. Benefits represent the increase 
in the value of the national output of goods and services associated with each purpose derived from 
the provision of project water. Benefits are estimated annually across the entire period of analysis. 
Annual benefits for each purpose may be estimated either as an average or individually for each year. 
Average annual benefits are based on historical or estimated future hydrology by water year type. 
Applying benefits by water year type to associated water year probabilities results in an expected 
average annual value. Like annual OM&R costs, annual benefits are assumed to occur each year of 
the period of analysis, thereby requiring discounting into a present value using a predetermined 
interest rate. 

Step 3: Estimate the SPA Cost for each authorized purpose. The SPA Cost for each purpose 
reflects the costs of building and operating a theoretical single-purpose Federal project that would 
provide the same level of benefits, by purpose, as the multipurpose project. The SPA cost includes 
construction, IDC, and OM&R costs. A SPA may be located at the multipurpose project site, or at 
other sites, and several SPAs for different purposes may occupy the same site. Although a SPA may 
be a different size or an entirely different physical plan, it must be capable of producing the same 
level of benefits for any given purpose. Because each SPA is designed to support a single purpose 
only, the size of the SPA may be scaled down from the multipurpose project. 

Step 4: Determine the Justifiable Expenditure for each authorized purpose. Justifiable 
Expenditure is the maximum amount of costs to be allocated to an authorized purpose. Justifiable 
Expenditure is determined by the lesser of the benefits produced by the authorized purpose or the 
SPA costs. Justifiable Expenditure is used to allocate separable costs, because it is assumed that a 
given purpose should not be assigned more costs than either 1) the value of the benefits the project 
generates for that purpose or 2) the costs of building a project exclusively for that purpose. 

Step 5a: Estimate the Omitted Purpose Project Cost for each authorized purpose. Estimating 
the cost of the multipurpose project with each authorized purpose omitted allows for an estimate of 
the incremental cost of including each authorized purpose in the multipurpose project. The intent is 
to identify those costs that are attributable to a single purpose (separable costs) and those that 
                                                           
12 The time value of money suggests that a dollar obtained today would be more valuable than a dollar obtained a 
number of years from now because today’s dollar could be invested and earn interest. The foregone interest reflects the 
opportunity cost associated with the future year dollar. For this reason, cost and benefit dollar values obtained at various 
points in the future must be discounted (decreased) to a common year present dollar value. 
13 Plant-in-service is the date the project or facility was effectively placed into service. 
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cannot be attributed to a single project purpose (joint costs). The total cost of the multipurpose 
project is estimated for the project including all authorized purposes, then a series of estimates of 
the same multipurpose project with each authorized purpose omitted (omitted purpose projects) is 
made. Each omitted purpose project cost estimate is created by designing a project with the same 
benefits for all authorized purposes of the multipurpose project other than the purpose being 
omitted. The benefits for the omitted purpose are assumed zero. 

Step 5b: Estimate the Separable Costs for each authorized purpose. Separable costs for each 
purpose equal the difference between the total costs of the multipurpose project (Step 1) and the 
estimated hypothetical total costs of the multipurpose project with the purpose removed (Step 5a). 
Separable costs for each authorized purpose include the costs of single-purpose facilities (i.e., 
specific costs) plus a portion of joint costs directly attributed to that purpose, referred to as 
separable joint costs.14 Separable costs constitute the minimum costs that can be assigned to any 
given purpose. 

Step 6: Determine the Remaining Justifiable Expenditure for each purpose. The remaining 
justifiable expenditure for each purpose equals the difference between the justifiable expenditure 
estimated in Step 4 and the separable cost estimated in Step 5b. Remaining justifiable expenditure 
provides the basis for allocating the joint costs. 

Step 7: Determine the Joint Cost Factors for each authorized purpose. The Joint Cost factor 
for each authorized purpose is calculated by dividing the remaining justifiable expenditures for each 
purpose by the total remaining justifiable expenditure. 

Step 8a: Calculate the Total Joint Costs to be allocated among all project purposes. Total 
Joint Costs is the difference between the sum of the Separable Costs for all authorized purposes 
(developed in Step 5b) and the Total Project Costs (developed in Step 1). Joint Costs are the costs of 
the multipurpose project that are not assignable through the estimation of Separable Costs. 

Step 8b: Allocate joint costs between each authorized purpose. The Joint Cost Factors 
calculated in Step 7 are used to distribute the total remaining joint costs among the authorized 
purposes of the project. The Joint Cost Factor for each authorized purpose is multiplied by the 
Total Joint Cost to calculate the joint cost allocated to each purpose. 

Step 9: Calculate total costs allocated to each authorized purpose. Add the Separable Cost and 
the Joint Cost for each project purpose to get the total cost allocated to each authorized purpose. 
The sum of the costs allocated to each purpose equals the total project cost calculated in Step 1. 

4.3 Sub-Allocation Process 
Water and Power are two CVP authorized purposes which include multiple sub-purposes with 
different repayment requirements. As a result, after the SCRB analysis is complete, it is necessary to 
sub-allocate costs assigned to these purposes. Costs are sub-allocated on the basis of use or 

                                                           
14 Separable joint costs result from the reduced size of multi-purpose facilities when a given purpose is removed. The 
reduction in costs associated with the hypothetically re-sized facility reflects separable joint costs. 
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consumption, namely water deliveries and power generation. For the CAS, the sub-allocation of 
costs allocated to the water supply purpose is based on the proportion of water use across sub-
purposes, and costs allocated to the power purpose are sub-allocated based on the proportionate 
share of power use. When units are not comparable between water and power, costs are allocated 
based on the relative investment for each purpose. More information on the water and power sub-
allocation process is presented in Chapter 10.3. 
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Chapter 5. Key Concepts and Assumptions 
This chapter presents key concepts and assumptions used in the CVP CAS. The assumptions are 
applied to the allocation methodology outlined in Chapter 4, Cost Allocation Methodology. 

5.1 Two Cost Allocation and Two-Period Repayment Approach 
Reclamation policy (PEC 01-02) states that the period for estimating benefits and costs used in the 
cost allocation process will be the same as that used in project formulation and evaluation, which is 
the lesser of the economic life of the project or 100 years beyond the initial date of service. Since 
Shasta Dam was placed into service in 1945, major infrastructure additions, policy changes, and new 
regulations have altered the operations, authorized purposes, and benefits of the CVP. The SCRB 
methodology requires accurate estimation of benefits in order to appropriately allocate costs. Due to 
the substantial changes to the benefits and authorized purposes of CVP following the passage of 
CVPIA, Reclamation determined it prudent to evaluate the benefits of the CVP for two periods. 

The first period (Period 1) allocation reflects historic operations and benefits as developed in the 
1975 CVP cost allocation. The second period (Period 2) cost allocation represents current 
operations and benefits of the CVP following the passage of CVPIA. The final cost allocation 
presented in the CAS merges Period 1 and Period 2 allocations, putting equal weight to each 
period.15 The equal weight given to each period is supported by the approximate mid-point of the 
100-year repayment period coinciding with the passing of the COA in 1986, and the subsequent 
changes to benefits and authorized purposes of the CVP. 

The costs allocated in both Period 1 and Period 2 allocations are the total project costs presented in 
Chapter 3, Project Facilities and Costs, which consist of plant-in-service costs for both Reclamation and 
WAPA as of September 30, 2013. 

5.2 Period of Analysis 
For cost allocations, Reclamation is required to compare costs and benefits over the period of 
analysis. PEC 01-02 states: “The period for estimating benefits and costs used in the cost allocation 
process will be the same as that used in project formulation and evaluation which is the lesser of the 
economic life of the project, or 100 years beyond the initial date of service” (Reclamation 2013b). 
Given that the economic life of the CVP is expected to exceed 100 years, the CAS uses a 100-year 
period of analysis. 

                                                           
15 Note that the sub-allocation processes in Period 2 will be updated annually (see Chapter 12, Implementation of the Final 
Cost Allocation) 
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5.3 Base Year (2013) 
Comparing costs and benefits that occur at different points in time requires that both benefits and 
costs be adjusted to a common price level for comparability. The year 2013 was selected as the base 
year because it corresponds to the underlying cost basis used in the CAS, namely the 2013 CVP 
financial statement. All historic costs are indexed to 2013 dollars. In addition, all prospective costs 
and economic benefits are measured in 2013 dollars. 

5.4 Treatment of Post-Base Year Activities 
Typically, the period of analysis is separated into historic and prospective conditions. Analysis of 
historic costs and benefits are estimated on actual observations, whereas prospective costs and 
benefits are forecasted. Estimation techniques are limited to information that is available at the time 
the analysis is initiated. 

It is acknowledged that conditions in which the CVP operates vary over time as laws and policies 
change and other information becomes known. A common starting point for facts and data used to 
develop assumptions was selected corresponding to the base year of 2013 to maintain consistent 
data and assumptions across analyses. Future conditions known as of the base year and expected to 
exist over the 100-year period of analysis are included in the CAS. Reclamation has determined it 
prudent to utilize 2013 conditions to allow for timely completion of the CAS. Updating conditions, 
costs, and benefits would require Reclamation to perform the entire SCRB process again with new 
assumptions and would likely delay the completion of the CAS. 

5.5 Interest Rate 
Section 8 of PEC 01-02 states that all benefits and costs for allocation purposes will be placed on a 
comparable basis in relation to time of occurrence using the same interest rate and period of 
analysis. The interest rate (also referred to as discount rate) used for the CAS is 3.25 percent. The 
interest rate used complies with Section 80(b) of P.L. 93-251, which required a December 1968 
discount rate for facilities authorized prior to January 1969 (this rate is 3.25 percent). The interest 
rate used in the CAS is the same interest rate used in past CVP cost allocation studies. 

5.6 Single CVP-Wide Allocation 
Unlike the existing allocation (Period 1) which utilized the concept of project “bases” for various 
types of facilities that were grouped together and subject to separate cost allocations, the Period 2 
allocation treats CVP facilities across all divisions, units, regions, and programs as a single unit for 
the purposes of allocating costs. The Period 2 allocation returns to a project-wide approach because 
the CVP is financially and operationally integrated. The features constructed by USACE and the San 
Luis, Auburn-Folsom South, and San Felipe units have achieved their ultimate roles in the integrated 
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CVP. Through a single, integrated operational approach for the cost allocation, the final cost 
allocation factors can be clearly identified. 

5.7 CVP Authorized Purposes 
The CAS allocated costs among the following congressionally authorized purposes of the CVP: 
water supply, power, flood control, water quality, recreation, navigation, fish and wildlife 
enhancement, and fish and wildlife mitigation (which is treated as a joint cost for cost recovery). A 
description of each authorized purpose in the context of the cost allocation process is presented 
below. 

5.7.1 Water Supply Purpose 
The water supply purpose reflects the CVP’s ability to deliver water. The objective of this section is 
to identify the components of the water supply purpose, discuss how water supply is treated in the 
CAS, and describe the water supply sub-allocation process. 

5.7.1.1 Water Supply as a Single Purpose 
Typically, irrigation and M&I water are treated as separate project purposes within a cost allocation. 
However, in the 1970 (Reclamation 1970) and updated 1975 (Reclamation 1975) CVP cost 
allocations, these purposes were combined into a water supply function which is further sub-
allocated between irrigation, M&I, wildlife refuge, and waterfowl conservation based on the 
proportion of water delivered to each. This CAS similarly treats water supply as a single water supply 
function which is sub-allocated to specific water delivery purposes. 

The use of a combined water supply purpose allows for adjustments to the proportionate share of 
costs allocated to irrigation and M&I as deliveries change over time. Additionally, when new units 
(San Luis and New Melones) are added to the project, the water supply approach allows for 
relatively easy incorporation of those costs into a CVP-wide allocation compared to treating 
irrigation and M&I as separate purposes. The 1970 cost allocation stated: “It was recognized that 
this approach may lose some conceptual correctness, but it was decided the accuracy lost is 
outweighed by the practical advantage gained from the water supply approach.” 

5.7.1.2 Components of Water Supply 
The water supply purpose for Period 2 is comprised of irrigation, M&I, wildlife refuge, and CVPIA 
Section 3406(b)(2) (referred to as B2) water. Irrigation water supplies support irrigated agriculture in 
the CVP service area. M&I water supplies support urban development by providing reliable water 
supplies to the expanding population base. The CVP also provides water to refuges throughout the 
State in an effort to help support wildlife populations. Finally, the B2 component of the water 
supply purpose is measured based on both the volume released for B2 actions during excess 
conditions and the reduction in Delta exports required to meet B2 actions during balanced 
conditions. (See the Hydrological Modeling Appendix for more details.) Any water stored for the 
purpose of meeting the SWRCB D-1485 as well as the reasonable and prudent alternatives (RPA) of 
the biological opinions (BO) is not considered part of the water supply purpose and is considered a 
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joint cost in the CAS. Additionally, any water stored for the purpose of exceeding SWRCB D-1485 
is not considered part of the water supply purpose (included as part of the water quality purpose). 

5.7.1.3 Sub-Allocation of Water Supply 
Water supply costs are sub-allocated to irrigation, municipal and industrial, wildlife refuge, and B2 
functions on the basis of water use. Water supply delivery distributions are estimated by facility. 
Because Period 2 is a prospective analysis, the water delivery data is based on CalSim 2 modeling 
that is reflective of the current operating and regulatory environment. Information on B2 water 
supplies is derived from CVPIA water accounting records. 

5.7.1.4 Water Supply Benefits and Costs 
Irrigation and M&I benefits are estimated individually to arrive at the water supply total benefit 
value. Benefits are not estimated for wildlife refuge and B2 water supplies as benefits exceed the 
SPA. More information on the water supply benefit analysis is presented in Chapter 7, Economic 
Benefits. 

In terms of costs, conveyance and pumping facilities generally accommodate water supply deliveries, 
so all of their costs are assigned to the water supply purpose. Storage facilities, on the other hand, 
typically serve multiple purposes, including water supply. Separable costs of multipurpose facilities 
to water supply required additional analysis. The SPA for water supply is based on determining the 
hypothetical size of each reservoir if it only served water supply purposes, plus all single-purpose 
water supply facilities. 

5.7.2 Fish and Wildlife Enhancement Purpose 
The fish and wildlife enhancement purpose is complex and requires additional attention to 
understand. CVPIA (P.L. 102-575) added “domestic uses and fish and wildlife mitigation, protection 
and restoration purposes” and “power and fish and wildlife enhancement” as authorized purposes 
for the CVP. For consistency with Reclamation practice, policy, and law, mitigation costs in the CAS 
are allocated to all project purposes as joint costs unless specified in specific legislation. The burden 
for operating the project is shared project-wide and not solely by the reimbursable purposes. 

Fish and wildlife enhancement has requirements for allocating joint costs that have not been met, 
and therefore this purpose does not have costs allocated to it in the CVP. The Fish and Wildlife 
Coordination Act (60 Stat. 1080) dated August 14, 1946, and P.L. 85-624 dated August 12, 1958, 
provided that “measures to prevent loss of and damage to wildlife resources” were to be non-
reimbursable costs. 

Additionally, under PL 89-72, to allocate joint costs to the fish and wildlife enhancement purpose, 
there must be a commitment by a non-Federal entity to manage project land and water areas for fish 
and wildlife, as well as to pay a portion of the separable costs. Unless project-specific legislation 
exists regarding the allocation of joint costs to the fish and wildlife enhancement purpose, 
Reclamation typically relies on Section 2 of the Federal Water Project Recreation Act (FWPRA) 
(P.L. 89-72) of 1965, as amended, to determine how costs should be allocated to this purpose. 

A419

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 421 of 601



 

Chapter 5. Key Concepts and Assumptions | 37 

Prior to project authorization, FWPRA requires that a non-Federal public entity commit in writing 
to administer project land and water areas for fish and wildlife enhancement, to bear a portion of 
separable costs allocated to fish and wildlife enhancement, and to bear all operating costs. Because 
no such commitments by non-Federal entities exist for the CVP, Reclamation determined that the 
Period 2 allocation would not allocate joint project costs to the fish and wildlife enhancement 
purpose. 

5.7.3 Recreation Purpose 
Reclamation relies on Section 2 of the FWPRA of 1965, as amended, to determine the allocation of 
joint costs to recreation. FWPRA requires that a non-Federal public entity commit in writing, prior 
to authorization, to administer project land and water areas for recreation, bear a portion of 
separable construction costs, and bear at least half of all operating costs. 

Similar to fish and wildlife enhancement costs, absent any specific authorizing legislation and/or 
cost sharing agreements with non-federal entities for recreation facilities, no joint construction costs 
are allocated to the recreation purpose on a CVP-wide basis for Period 2. Certain single-purpose 
recreation facility costs are allocated to the recreation purpose as separable costs, including the 
Federal share of non-reimbursable costs associated with Lake Woollomes recreation facilities and 
San Justo Reservoir recreation facilities. The remaining portion of these recreation costs are also 
direct assigned to State and local entities pursuant to cost-sharing agreements. 

5.7.4 Navigation Purpose 
There are no costs allocated to the navigation purpose in Period 2. Navigation was originally a CVP 
purpose in recognition of historical commerce on the Sacramento River, which was supported by a 
CVP-authorized minimum flow of 5,000 cubic feet per second (cfs) at Chico Landing. However, 
there is no navigation currently supported by the CVP. The USACE has not dredged the reach 
between Sacramento and Chico Landing to preserve channel depths for navigation purposes since 
1972. Furthermore, the CVP has no effect on the navigation of ocean-going ships calling at the 
ports of West Sacramento and Stockton. 

5.7.5 Water Quality Purpose 
For the Period 2 allocation, Reclamation has determined that it is appropriate to allocate joint 
project costs to the water quality purpose. Water quality benefits are estimated using the value of 
irrigation water as the most cost-effective source of water to meet water quality requirements. Water 
quality SPA costs are estimated using CalSim 2 hydrology modeling to identify the quantity of water 
stored specifically to exceed D-1485 water quality standards. 

The SWRCB is responsible for setting water quality standards which govern the operations of both 
the CVP and the SWP for the San Francisco Bay/Sacramento-San Joaquin Delta and Estuary. 
Under P.L. 99-546, both the CVP and SWP are authorized to operate in close coordination pursuant 
to a Delta cooperative operating agreement. The COA also authorized the CVP to be specifically 
operated to meet SWRCB’s D-1485 water outflow standard. P.L. 99-546 states: 
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The costs associated with providing Central Valley project water supplies for the purpose of salinity 
control and for complying with State water quality standards identified in exhibit A of the Agreement 
Between the United States of America and the Department of Water Resources of the State of 
California for the Coordinated Operations of the Central Valley Project and the State Water Project, 
dated May 20, 1985, shall be allocated among the project purposes and shall be reimbursed in 
accordance with existing Reclamation law and policy. The costs of providing water for salinity 
control and for complying with State water quality standards above those standards identified in the 
previous sentence shall be non-reimbursable. 

CVP water supplies provide water quality benefits through increased river flows that help meet 
water quality standards. In terms of reimbursement of costs allocated to water quality, P.L. 99-546 
directs that costs associated with providing CVP water supplies for salinity control and complying 
with State water quality standards (D-1485) are to be allocated among purposes and reimbursed 
according to Reclamation law and policy. Costs of exceeding D-1485 water quality standards are 
directed to be non-reimbursable. In 1999, the SWRCB adopted D-1641, amending certain water 
quality terms and conditions. Meeting D-1641 water quality standards requires exceeding the Delta 
outflow standards set by D-1485. 

5.7.6 Flood Control Purpose 
The CVP includes several dams and reservoirs authorized and constructed to meet multiple 
purposes, including flood control. There are facilities not authorized for flood control that do, in 
fact, provide flood protection, including Trinity Dam and Reservoir. Therefore, Trinity is included in 
the flood control analysis in the CAS, specifically the sizing of the flood control SPA. Flood control 
benefits are based on the value of flood damages prevented as estimated by the USACE. For SPA 
costs, reservoirs are re-sized for flood protection only based on hydrology analysis. All costs 
allocated to flood control are considered non-reimbursable. 

5.7.7 Power Purpose 
The power purpose in the CVP reflects hydropower generation at project facilities that are used for 
both commercial and project use purposes. Project use energy (PUE) is the power required to 
operate CVP facilities, such as pumping plants. Any power generated that is not used by the project 
is considered commercial power, which is marketed by WAPA. 

The power purpose benefits are estimated using market prices. Power SPA costs are estimated based 
on a hypothetical thermal natural gas power plant, which is specifically authorized to serve the CVP. 
Separable costs assigned to power in the SCRB process are limited primarily to single-purpose 
power facilities. 

Costs allocated to the power purpose are sub-allocated between commercial power and PUE 
proportionate to their respective projected use of CVP power. PUE costs are further sub-allocated 
among irrigation, M&I, and wildlife refuges proportionate to their projected water use (similar to the 
water supply sub-allocation, with exception of B2 water supplies). Costs allocated to commercial 
power are reimbursable from CVP power preference customers. 
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5.7.8 Fish and Wildlife Mitigation Purpose 
P.L. 89-72, FWPRA, dated July 9, 1965, repealed the non-reimbursable provision for mitigation 
costs while maintaining only fish and wildlife enhancement costs as non-reimbursable. 
Consequently, fish and wildlife mitigation activities that were authorized and implemented between 
1946 and 1965 are treated as non-reimbursable costs, and mitigation activities implemented after 
1965 are considered reimbursable. Fish and wildlife mitigation activities have stipulations in 
legislation that also provide specific allocations, CVPIA being a clear example. Non-reimbursable 
fish and wildlife mitigation is different than fish and wildlife enhancement, which is also a non-
reimbursable cost. 

5.8 Allocation of New Melones Unit Cost 
The New Melones Unit was first authorized in 1944 to be constructed by the USACE and upon 
completion was transferred to Reclamation for integration into the CVP. Reclamation has been 
using the USACE cost allocation for the New Melones Unit (House Doc 453, March 22, 1962) since 
it became an integrated part of the CVP. The initial USACE allocation was based on significant 
recreation development that was never realized. Reclamation continued to incorporate the USACE 
cost allocation into CVP allocations after the inception of the New Melones Unit. 

Reclamation determined that no legislative authorities preclude the modification of the USACE 
allocation for New Melones (or other facilities constructed by USACE). The transfer of facilities to 
Reclamation included transfer of responsibility to achieve operational and financial integration into 
the CVP. The CAS reallocates New Melones costs as part of the CAS. 

5.9 Water Distribution Systems (Repayment Contracts) 
Distribution of water from CVP conveyance facilities (i.e., canals) to the individual water users is the 
responsibility of the local districts, which use distribution systems comprised of lateral canals and 
pipelines to convey water to individual farms and municipalities. The costs included in the SCRB 
process are those costs associated with storage and conveyance of water, but not any distribution 
system costs beyond the contractor turnout. Water distribution system costs subject to Reclamation 
repayment contracts are assigned directly to the applicable contractors, rather than through the CAS 
process. Privately-financed distribution systems are not within the scope of the CAS. 

5.10 Safety of Dams Costs 
Several dams in the CVP have been modified since their construction for seismic, security, and 
potential failure risks under Reclamation’s Safety of Dams program. These include Folsom Dam and 
Reservoir, Little Panoche Creek Detention Dam, Los Banos Creek Detention Dam and Reservoir, 
and O’Neill Dam Forebay and Waterway. SOD legislation stipulates that 15 percent of SOD costs 
are to be reimbursed by water and power users and the remaining 85 percent of costs are non-
reimbursable. With the exception of recent SOD activities at Folsom Dam that are not in repayment 
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(and not allocated in the CAS), all existing SOD-related costs are treated as direct assigned costs, and 
thereby excluded from the SCRB analysis. Reimbursable SOD costs are assigned to the reimbursable 
purposes according to Reclamation policy and practice described below. 

On April 17, 2007, the Mid-Pacific Region of Reclamation requested approval from Reclamation’s 
Office of Program and Policy Services to utilize the CVP Irrigation and M&I Ratesetting Policies to 
repay these SOD costs assigned to water contractors. Under the ratesetting policy, reimbursable 
SOD costs are collected as storage from all CVP water contractors with the exception of Class 2 
water contractors in the Friant Division. In keeping with the spirit of a repayment contract, the split 
of repayment responsibility between water supply and commercial power remains static, while the 
split between irrigation and M&I varies annually depending on actual water use. Approval to use the 
ratesetting policy was granted September 21, 2007. 

5.11 Mitigation Costs 
Mitigation is broadly defined as project-related activities to avoid, minimize, or compensate for the 
adverse effects of project construction and operations on affected resources (i.e., environmental, 
archeological, or cultural). Within the CVP, mitigation costs are commonly associated with two types 
of activities: 

• ESA-Related RPA Mandates. CVP facility costs associated with reservoir releases to augment 
fish flows mandated by the National Marine Fisheries Service (NFMS) of the National Oceanic 
and Atmospheric Administration (NOAA) and RPAs in the BOs prepared by the USFWS. 

• Non-CVPIA Facilities. Other fish and wildlife facility costs not authorized under CVPIA. 
Refer to the CAS Facility List Attachment for additional details. 

5.11.1 Reimbursement of Mitigation Costs 
For consistency with Reclamation practice, policy, and law, mitigation costs in the CAS are treated 
as joint costs and allocated to all project purposes unless specified in specific legislation. The burden 
for operating the project is shared project-wide and not solely by the reimbursable purposes. 

5.12 Central Valley Project Improvement Act Costs 
As a separate program, CVPIA also mitigates for impacts to fish and wildlife resources from the 
CVP. Mitigation under CVPIA is distinct from general mitigation costs referenced in Section 5.11 in 
that the activities are specifically authorized under CVPIA and have specific cost recovery 
assignments. There are different types of costs associated with the implementation of CVPIA. First, 
there are plant-in-service CVPIA facilities shown in Schedule No. 1 of the CVP financial statements. 
There are also CVPIA O&M costs that are recovered in part by payments to the CVPIA Restoration 
Fund. Finally, there are costs of CVP facilities (both construction and O&M) that get assigned to 
CVPIA activities that are recovered through the CVP water ratesetting process. The treatment of 
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CVPIA costs are described in Reclamation’s Business Practice Guidelines for CVPIA Receipts, 
Program Accounting, Cost Allocation, and Cost Recovery (BPG). 

5.12.1 CVP Facility Costs Assigned to CVPIA 
The portion of the cost of CVP facilities that is required to store and convey CVP water to meet 
CVPIA requirements is sub-allocated as part of the water supply purpose.16 The water supply sub-
allocation assigns costs to the refuge water supplies outlined in section 3406(d)(1) of the CVPIA and 
the mitigation water supplies referenced in section 3406(b)(2) of the CVPIA. 

CVPIA Section 3406(d)(1) Wildlife Refuge (also referred to as Refuge Water Supply): 
Section 3406(d) of the CVPIA requires Reclamation to provide CVP water to meet Level 2 water 
demands and to obtain water supplies to meet Incremental Level 4 water demands for optimal 
waterfowl habitat management needs at identified wildlife refuges managed by the USFWS 
(Reclamation 1989). Water supply costs associated with storage and delivery of Level 2 water 
supplies are assigned to Level 2 as part of the water supply sub-allocation and are considered 
reimbursable by water and power users exclusively. 

Incremental Level 4 water costs are associated with water acquisition independent from CVP water 
supplies. Although Incremental Level 4 refuge supplies are purchased from non-CVP sources, 
Incremental Level 4 refuge water supply costs associated with CVP conveyance facilities are 
captured as part of the water supply sub-allocation process and are considered non-reimbursable, 
and they are allocated 75 percent to Federal government and 25 percent to the State of California. 

O&M costs of conveying both Level 2 and Incremental Level 4 water supplies are recovered 
independently as part of the CVPIA program. However, a portion of the construction costs of CVP 
conveyance facilities is also sub-allocated to refuges (both Level 2 and Incremental Level 4) as part 
of the water supply sub-allocation process and collected through water rates. 

CVPIA Section 3406(b)(2) Water Supplies (also referred to as B2 Water Supply): 
The sub-allocation of water supply costs includes the B2 sub-purpose, which is considered 
reimbursable. More information on the treatment of B2 costs is presented in Chapter 10, Cost 
Allocation Results (Period 2). Section 3406(b)(2) provides for the dedication and management of 
800,000 acre-feet (AF) of CVP yield to be used for the “primary purpose of implementing the fish, 
wildlife, and habitat restoration purposes and measures authorized by [CVPIA] (also referred to as 
B2 water supplies); to assist the State of California in its efforts to protect the waters of the San 
Francisco Bay/Sacramento-San Joaquin Delta Estuary; and to help meet such obligations as may be 
legally imposed upon the CVP under State or Federal law…including but not limited to additional 
obligations under the Federal ESA.” 

  

                                                           
16 The sub-allocation of PUE costs also includes an allocation to the refuge water supply sub-purpose, but not B2 water 
supply. 
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Chapter 6. Hydrological Modeling 
This chapter briefly describes the hydrological modeling analyses and results developed to support 
the CAS. See the Hydrological Modeling Appendix for more detailed description of tools, assumptions, 
and data used for the CVP CAS. The CAS relies on hydrological modeling for two main purposes: 
(1) the development of hydrological inputs used to estimate the economic benefits presented in 
Chapter 7, Economic Benefits, and (2) the development of multipurpose facility SPA sizes discussed 
further in Chapter 8, Single-Purpose Alternatives. In addition, hydrological modeling was considered to 
estimate separable costs for multipurpose facilities (“omitted purpose analysis”) and it was 
determined that no re-sizing was necessary. The primary hydrological model used to support the 
CAS is CalSim 2, which models CVP reservoir storage and conveyance deliveries under a range of 
hydrological and regulatory conditions. An overview of the hydrological modeling and results for the 
water supply, water quality, hydropower, and flood control purpose are provided below. In addition, 
sizing multipurpose storage facilities to meet CVPIA is described, followed by a brief description of 
a hydrology sensitivity analysis. 

6.1 Overview of the Hydrological Modeling 
Hydrological model applications used in the CAS analysis include CalSim 2, Flow Tracker, and the 
Single Purpose Facility Sizing Model (Sizing Model). CalSim 2 is a reservoir-river simulation model 
developed by the California Department of Water Resources (DWR) and Reclamation commonly 
used for long-term water supply reliability planning. 

The Flow Tracker model was developed to identify SWP storage releases made specifically for Delta 
outflow as input to the Sizing Model. Additional analysis included post-processing of CalSim 2 
results and evaluation of CVPIA records. A spreadsheet post-processor for CalSim 2 results refined 
the model’s representation of drought year allocation decisions to ensure that delivery results reflect 
recent operations. An evaluation was made of CVPIA 3406(b)(2) accounting records to determine 
the use of storage to accomplish the goals of this program. 

The CAS analysis uses CalSim 2 to estimate project deliveries and flows under a range of regulatory 
environments17. CalSim 2 results are used as the basis for economic benefits of water supply, water 
quality, flood control, and hydropower as well as in the SPA sizing analyses. Flood control benefit 
and hydropower SPA facility sizing analyses do not directly use CalSim 2 output. 

                                                           
17 CalSim 2 modeling incorporated the regulatory environment as of 2013 and is based on an historic 82-year 
hydrological record (1922–2003). The model has various constraints, including contract maximums, which are used as an 
upper bound for water deliveries. CalSim 2 estimates deliveries in consideration of the constraints, regulations, available 
water supply, and other factors explained in the Hydrological Modeling Appendix. 
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6.2 Water Supply Purpose 
CalSim 2 input criteria is used to quantify the deliveries that define the water supply purpose and to 
determine the water supply SPA storage facility sizes for the major CVP reservoirs. Estimated 
deliveries are summarized by water year type for irrigation, M&I, and wildlife refuges (Level 2) in 
Table 6-1. Note that these deliveries are summarized from the post-processed CalSim 2 delivery 
results, which differ from the water deliveries used as input to the economic models (see the 
Economic Benefits Analysis Appendix for more details). Table 6-2 displays the full size and water supply 
SPA size for the five multipurpose CVP reservoirs that serve the water supply purpose – Friant, 
New Melones, Trinity, Shasta, and Folsom. Reservoir sizes are measured in thousand acre-feet 
(TAF). Note that water supply SPA sizes displayed here include volumes associated with CVPIA B2 
management actions. Volumes associated with CVPIA B2 management actions are estimated 
separately, discussed below, and included in the CVP reservoir sizes used in cost estimates (see 
Chapter 8, Single-Purpose Alternatives). 

Table 6-1. Estimated Annual Water Supply Deliveries by Water Year Type (TAF) 

Delivery Type Wet 
Above 
Normal 

Below 
Normal Dry Critical 

Irrigation 6,118 5,603 4,946 4,353 3,121 

M&I 606 606 506 447 357 

Level 2 Refuge 369 369 369 362 291 

Table 6-2. Water Supply SPA Storage Facility Sizing (TAF) 

CVP 
Reservoirs Full Size SPA Size (without 

CVPIA B2)1 
SPA Size (CVPIA 
B2) Total SPA Size 

Trinity 2,447 709 24 733 

Shasta 4,552 1,391 44 1,435 

Folsom 967 181 10 191 

New Melones 2,420 640 2 642 

Friant 524 476 0 476 

1. Includes dead pool storage requirements 
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6.3 Water Quality Purpose 
Water quality responsibilities of the CVP are expressed both by salinity standards, which are met by 
flow, and by flow requirements that can be surrogates for temperature or dissolved oxygen. Under 
the complex combined operations of the CVP and SWP, water that is provided to meet a water 
quality standard at one location can also be used to satisfy a delivery or water quality standard at 
another location. It can thus be difficult to discern a specific operation for incremental water quality. 
Quantifying the differences between CVP operations to meet D-1485 and D-1641, and determining 
the storage necessary to accomplish this, were the goals of the hydrology analysis for the water 
quality purpose. Separate CalSim 2 studies were developed to represent system operations under 
both D-1641 and D-1485. A comparison of results between these scenarios shows differences in 
river flows, Delta outflow, deliveries, exports, and storage conditions, particularly in the Sacramento 
River basin. The differences in deliveries between these studies reflect the water deliveries that are 
foregone in order to meet the higher water quality standards of D-1641. These foregone deliveries 
were used as inputs to economic benefits models to calculate the representation of economic benefit 
for the water quality purpose. Table 6-3 displays estimated annual delta outflows and foregone 
irrigation, M&I, and refuge water deliveries by water year type. 

Table 6-3. D-1641 Estimated Annual Water Requirements by Source and Water Year 
Type (TAF) 

Parameter Wet 
Above 
Normal 

Below 
Normal Dry Critical 

Delta Outflows1,2 0 0 206 338 449 

Foregone Irrigation Deliveries 34 114 167 118 171 

Foregone M&I Deliveries 2 5 7 4 10 

Total 36 119 380 460 630 

1. Represents CVP portion of Delta outflow requirement 
2. CalSim 2 modeling shows that estimated Delta outflow requirements in wet and above normal years 

are negative; these values have been adjusted to zero. 

Table 6-4 shows the storage facility Sizing Model results for the SPA for water quality. New Melones 
does not appear in Table 6-4 because the difference in SPA is negligible. New Melones does meet 
water quality standards at Vernalis and dissolved oxygen standards at Ripon, but overall differences 
in the combinations of criteria between D-1485 and D-1641 resulted in the reservoir needing to be 
the same size under both regulatory environments. Friant does not serve a water quality purpose. 
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Table 6-4. SPA Storage Size Results for the Water Quality Purpose (TAF) 

CVP 
Reservoir 

Full 
Size 

 
D-1485 with 
Current 
Deliveries 

 D-1641 
with 
Current 
Deliveries 

Difference = 
SPA storage 
size for 
water quality 

Minimum 
Storage 
(Deadpool) 

Total 
SPA 
Size1 

Trinity 2,447 1,793 1,905 112 240 353 

Shasta 4,552 3,361 3,567 206 550 756 

Folsom 967 718 757 39 90 129 

1. Includes storage requirements for CVPIA B2 water quality objectives 

6.4 Hydropower Purpose 
Estimated energy generation in the CVP system is the basis of the hydropower economic benefit 
analysis and thermal plant SPA sizing for the hydropower purpose (see Section 8.5 for details on the 
thermal plant SPA). The long-term generation (LTGEN) model (developed by Reclamation and 
WAPA) converted monthly data of reservoir releases from the CalSim 2 hydrology model to 
estimate hourly CVP power generation available to meet preference power and project use 
requirements. The LTGEN model estimated monthly power generation and use in megawatt hours 
(MWh) for each CVP power facility based on CalSim 2 modeling. 

CalSim 2 delivery and release data is used as an input for the LTGEN model to estimate the annual 
amount of energy that would be produced by CVP power facilities for the 100-year period of 
analysis. Table 6-5 displays the CVP system estimated annual energy generation and consumption by 
water year type. 

Table 6-5. Estimated Annual Power Generation and Consumption by Water Year Type (GWh) 

Power 
Component Wet 

Above 
Normal 

Below 
Normal Dry Critical 

Energy Generation 6,463 5,211 4,226 3,909 3,024 

Energy Use 1,417 1,216 1,126 1,017 694 

Net Generation 5,046 3,995 3,100 2,891 2,330 

6.5 Flood Control Purpose 
CalSim 2 output is used to develop SPA storage facility sizing for the flood control purpose. The 
CVP storage facilities which operate for flood control are Trinity, Shasta, Folsom, New Melones, 

A429

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 431 of 601



 

Chapter 6. Hydrological Modeling | 47 

and Friant (Millerton). All of these facilities except for Trinity include flood control in their 
authorizing legislation. The flood control rule method is used for determining the SPA sizes of a 
reservoir, which involves selecting the largest value for required flood space in a reservoir from the 
historical flood control diagrams and adding this to the dead pool space. Table 6-6 provides a 
summary of sizing results produced by this method. 

Table 6-6. SPA Storage Size Results for the Flood Control Purpose (TAF) 

CVP 
Reservoir 

Minimum 
Flood 
Control 
Rule 

Storage 
Capacity 

Flood 
Space 
Required 

Minimum 
Storage 
(Dead 
Pool) 

Flood 
Control 
SPA Size 

Shasta 3,250 4,552 1,302 550 1,852 

Folsom 367 967 670 90 690 

New Melones 1,970 2,420 450 80 530 

Millerton 351 524 174 135 309 

Trinity has a unique flood control mandate relative to the other four facilities since flood control is 
not an explicitly authorized purpose. Instead the dam operates to protect downstream assets under 
the Trinity River Mainstem Fishery Restoration ROD. Due to the unique nature of the flood control 
mandate for Trinity, a daily hydrology model analysis is used to determine the flood control SPA for 
Trinity of 578 TAF. 

6.6 Sizing Multipurpose Storage Facilities to Meet B2 Objectives 
CVPIA Section 3406(b)(2), or B2, dedicates an annual portion of project yield for the “primary 
purpose of implementing the fish, wildlife, and habitat restoration purposes and measures 
authorized by this title; to assist the State of California in its efforts to protect the waters of the San 
Francisco Bay/Sacramento-San Joaquin Delta Estuary; and to help meet such obligations as may be 
legally imposed upon the Central Valley Project under State or Federal law following the date of 
enactment of this title, including but not limited to additional obligations under the Federal 
Endangered Species Act.” 

Reclamation records of annual B2 accounting specify how much B2 water is ultimately used by 
purpose, although water that is ultimately exported is not included in the accounting. Existing 
analysis identified the water storage requirements specifically for B2 to be 208 TAF, excluding B2 
water that is ultimately exported as irrigation or M&I water. This figure can be broken into three 
pieces: B2 actions attributed to the water supply purpose (79 TAF); B2 for RPA mitigation (69 
TAF); and B2 for water quality (60 TAF) (see the Hydrological Modeling Appendix). 

The CAS considers the storage cost of producing CVPIA instream flow actions and of exports that 
are foregone due to CVPIA Delta actions. Due to the continuous and evolving nature of CVPIA 
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accounting methodologies, it has not been possible to include a consistent long-term plan for B2 
actions in the CalSim 2 model. Consequently, daily accounting records detailing historical storage 
releases and export reductions used for actions from 2008 to 2014 were analyzed. 

The required storage for B2 water supply actions is calculated as the 2008-2014 average annual total 
of the volume of releases designated to have been made for B2 actions during excess conditions and 
the average annual volume of exports reduced for B2 actions during balanced conditions. This 
average annual volume is distributed among the storage facilities based on proportional B2 releases 
from each reservoir (instream release element) and distribution of north-of-Delta CVP reservoir 
sizes (export reduction element). Table 6-7 displays the estimated storage reserves used to meet B2 
action management for Trinity, Shasta, Folsom, and New Melones storage facilities. 

Table 6-7. Estimated Average Annual Storage Requirements Used to Meet B2 Water Supply 
Objectives (TAF)  

B2 Objective Trinity Shasta Folsom New Melones Total 

B2 – Water Supply 24.1 43.7 9.6 1.6 79.0 

6.7 Hydrology Sensitivity Analysis 
The CAS relies on recent information from the Sacramento and San Joaquin Rivers Basin Study 
(SSJRBS) to assess the potential differences in water supply availability that might occur between a 
no-climate-change scenario and various other future climate change projections (see the Hydrology 
Sensitivity Analysis Attachment to the Hydrological Modeling Appendix for more details). 

The SSJRBS modeling generated a substantial amount of quantitative information, some of which is 
used for this CAS assessment. The assessment is composed of specific statistical tests, which 
describe how the hydrology may differ under various climate projections (i.e., warm-dry, hot-dry, 
hot-wet, warm-wet, and central tendency). One statistical test compared the hydrologic inflows into 
the Sacramento and San Joaquin Valleys under a no-climate-change scenario to the inflows under a 
range of future climate projections by annual total and monthly distribution, and in groups of 
average annual totals by water year type. Another test compared CVP water deliveries under a no-
climate-change scenario to CVP deliveries under a range of future climate projections. The results of 
the statistical assessment were used to qualitatively characterize potential climate change effects on 
CVP benefits and SPAs estimated for the CAS. 

Since the central tendency projection includes a relatively large ensemble of 175 different 
projections, it is believed that it provides a reasonable and appropriate reference point to compare 
its associated inflows/deliveries to those associated with the no-climate-change projection. The 
results of the tests indicate that the inflows into the Sacramento and San Joaquin Valleys associated 
with the no-climate-change scenario and the inflows associated with the central tendency climate 
projection are not significantly different. Similarly, no significant difference was found between the 
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no-climate-change and central tendency projections in terms of total CVP deliveries. The results of 
the climate change statistical tests indicate, in terms of inflows and deliveries, the hydrology used in 
the CAS was reasonable and appropriate and by extension, that the estimate of benefits and SPA 
sizing of storage facilities was reasonable. See the Hydrology Sensitivity Analysis Attachment to the 
Hydrological Modeling Appendix for more details. 
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Chapter 7. Economic Benefits 
This chapter presents the results of the economic benefit analyses prepared for the CAS. The 
economic benefits for each authorized purpose are used to evaluate the justifiable expenditure for 
each authorized purpose in the SCRB analysis. The justifiable expenditure for each authorized 
purpose is the lesser of the SPA cost (presented in Chapter 9, Cost Estimates) and the economic 
benefits of the authorized purpose described in this chapter. Detailed documentation of the 
economic benefit analyses prepared for the CAS is presented in the Economic Benefits Analysis 
Appendix. 

7.1 Overview of the Economic Benefits Analyses 
The economic valuation approach for the CVP CAS is consistent with the Federal Economic and 
Environmental Principles and Guidelines for Water and Related Land Resources Implementation Studies (P&G) 
(WRC 1983). The P&G indicate the Federal objective of water and related land resources project 
planning is to contribute to national economic development consistent with protecting the nation’s 
environment, pursuant to national environmental statutes, applicable executive orders, and other 
Federal planning requirements. 

CVP CAS economic benefits are estimated for the four purposes that generate benefits and meet 
cost-sharing requirements: water supply, water quality, flood control, and power. Water supply 
benefits are attributed to two water supply sub-purposes, irrigation and M&I. Water quality benefits 
are based on the water supply required to meet water quality standards. Flood control benefits are 
based on the avoided flood damages provided by CVP facilities. Power benefits are based primarily 
on the market value of power produced by CVP hydropower generation facilities, in conjunction 
with ancillary service and capacity benefits. 

7.2 Economic Analysis Parameters 
The economic benefits presented in this chapter are based on analysis of operations of the CVP 
over a 100-year period. The operational conditions assumed over the 100-year period are designed 
to be representative of the benefits and authorized purposes under current regulatory conditions. 
The methodology used to estimate economic benefits has the following common elements, except 
where noted: 

• Hydrology outputs from the CalSim 2 model presented in the Hydrological Modeling Appendix are 
used as inputs for the economics models, with the exception of flood control which are based 
on damages avoided as estimated by the USACE. 

• All benefit values are presented in 2013 dollars. 

• The annual economic benefits attributed to each project purpose are estimated for each water 
year type. A representative annual benefit is developed for each project purpose by calculating 

A434

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 436 of 601



 

52 | Central Valley Project Final Cost Allocation Study 

the weighted average of benefits based on the distribution of water year types in the hydrologic 
record. 

• The total benefit estimated for each project purpose in the SCRB reflects the present value of 
the representative annual benefit received each year over a 100-year period using a discount rate 
of 3.25 percent. 

• The benefits estimated for each water-year type are based on the 82-year hydrological record 
(1922 – 2003) in CalSim 2. Subsequent to model runs and prior to completion of the CAS, 
additional water-year type data through 2013 became available. Reclamation, in coordination 
with CAS stakeholders agreed to include the water years 2004 – 2013 for the sole purpose of 
computing water-year type weights. The different water-year types are weighted based on the 
relative distribution in the hydrologic record extended through 2013. Water year classifications 
are based on the SWRCB Sacramento Valley index. The weights across the five water-year types 
are: 

o Wet (30.4 percent) 

o Above Normal (14.1 percent) 

o Below Normal (18.5 percent) 

o Dry (22.8 percent) 

o Critical (14.1 percent) 

7.3 Irrigation Water Supply Benefits 
This section presents a summary of the methodology and results of the analysis used to estimate 
economic benefits attributed to CVP irrigation water supplies. More detailed information about the 
irrigation benefit analysis is in the Economic Benefit Analysis Appendix to this report. 

7.3.1 Irrigation Benefits – Methodology 
Irrigation water supply benefits are based on the change in net farm income that results from the 
application of CVP water to irrigate crops. The Irrigation water supply benefits are quantified using 
the Statewide Agricultural Production (SWAP) model and irrigation water delivery data developed 
with the CalSim 2 hydrological model (see Chapter 6, Hydrological Modeling). The SWAP model is a 
regional agricultural production and economic optimization model used to simulate the decisions of 
farmers across agricultural land in California. The SWAP model has been used to estimate CVP 
irrigation benefits for numerous Reclamation and DWR studies. The SWAP model assumes growers 
select the level of inputs such as cropping acreages, labor, and water use to maximize profit subject 
to resource, market, and technology constraints. The SWAP model used for the CAS was calibrated 
to observed cropping patterns and land use data (year 2010 data). 

7.3.2 Irrigation Benefits – Results 
The economic benefits associated with CVP irrigation water supplies are estimated as the additional 
profit realized by farmers across SWAP regions from applying CVP water supplies. Irrigation 
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benefits are comprised of four components: net farm income (excluding water and land fallowing 
costs), avoided surface water costs, avoided groundwater pumping costs,18 and avoided land 
fallowing costs. Table 7-1 displays estimated irrigation benefits attributed to the CVP. The greatest 
benefits occur in wet years ($877.2 million annually) based on the relatively high quantity of CVP 
surface water that is delivered while the lowest benefits occur in critical years ($176.9 million 
annually). 

Table 7-1. Estimated Annual Economic Benefits of CVP Irrigation Water Supplies, by Water 
Year Type ($millions) 

Benefit Wet 
Above 
Normal 

Below 
Normal Dry Critical 

Weighted 
Average 

Irrigation $877.2  $642.3  $485.7  $316.6  $176.9  $544.7 

The weighted average annual irrigation benefit ($544.7 million) is capitalized over the 100-year 
period of analysis using a 3.25 percent interest rate. The present value of estimated CVP irrigation 
benefits is approximately $16.1 billion. 

7.4 Municipal & Industrial Water Supply Benefits 
The economic benefits associated with CVP M&I water are estimated as the avoided costs 
associated with CVP M&I surface water deliveries. Additional information about the M&I benefit 
analysis is presented in the Economic Benefit Analysis Appendix to this report. 

7.4.1 M&I Benefits – Methodology 
M&I water supply benefits are estimated as the avoided costs of water supply reliability with-CVP in 
place relative to costs without-CVP in place. M&I benefits are estimated using two economic 
planning models widely used in California. The Least Cost Planning Simulation Model (LCPSIM) 
and the Other Municipal Water Economics Model (OMWEM) are used to estimate CVP M&I 
benefits with water delivery data developed with the CalSim 2 hydrological model (see Chapter 6, 
Hydrological Modeling). The LCPSIM is used to estimate M&I benefits in the San Francisco Bay Area 
and OMWEM is used to estimate benefits to CVP contractors outside the San Francisco Bay Area. 
A small portion of CVP M&I contractors’ benefits are estimated using output from OMWEM and 
are not modeled directly in OMWEM or LCPSIM. The results from each model are combined for 
estimating total benefit by creating a weighted average based on acre-foot deliveries to customers in 
each area. 

                                                           
18 The irrigation benefits presented in this study do not account for projected groundwater conditions anticipated under 
the Sustainable Groundwater Management Act (SGMA) enacted in 2014. Implementation of SGMA over the period of 
analysis will likely increase the value of irrigation benefits in the CVP; however, additional irrigation benefits will not 
affect the results of the cost allocation as the water supply SPA costs represent the justifiable expenditure for that 
authorized purpose in the SCRB analysis. 
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LCPSIM and OMWEM models are annual time-step urban water service system simulation and 
optimization models with the objective of finding the least-cost water management strategy for a 
region, given the mix of demands and available supplies. The models estimated benefits based on 
the least-cost water management strategy for a region using the most likely non-Federal options that 
would be implemented in the absence of the CVP. The two models have been used to estimate CVP 
M&I benefits for numerous Reclamation and DWR studies and were selected because of the need to 
estimate system-wide benefits rather than benefits at the margin of the California water market. 

The models use contract delivery data (modeled in CalSim 2), local water supply information, and 
imported water information (if applicable) to simulate the decision-making needed to meet 2030 
water demand levels at the lowest economic cost. The models include shortage management 
measures (e.g., use of regional carryover storage, water market transfers, and contingency 
conservation) and shortage allocation rules to reduce regional costs and losses associated with 
shortage events. The models also include long-term regional demand reduction and supply 
augmentation measures (e.g., toilet retrofit programs and wastewater recycling) that reduce the 
frequency, magnitude, and duration of shortage events. 

7.4.2 M&I Benefits – Results 
Table 7-2 presents CVP M&I benefits by water year type. The benefits represent the avoided costs 
of water supply reliability with-CVP in place relative to costs without-CVP in place. The M&I water 
supply benefit is estimated to be approximately $220 million. The total benefit is estimated as the 
weighted average of expected costs with-CVP, minus weighted average expected costs without-CVP 
($207.6 million), plus the total benefits of other CVP M&I contractors not included in OMWEM or 
LCPSIM ($12.4 million). 

Table 7-2. Estimated Annual Economic Benefits of CVP M&I Water Supplies, by Water Year 
Type ($millions) 

Benefit Wet 
Above 
Normal 

Below 
Normal Dry Critical 

Weighted 
Average 

CVP M&I Benefits 
Estimated with LCPSIM 
and OMWEM 

$213.2  $201.2  $190.6  $223.1  $198.9  $207.6  

CVP M&I Benefits for Other 
CVP Contractors 

     $12.4  

Total      $220.0  

The weighted average value of M&I benefits is estimated to be $220 million annually. The present 
value of CVP M&I benefits is approximately $6.5 billion based on a project life of 100 years and a 
discount rate of 3.25 percent. 
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7.5 Water Quality Benefits 
This section presents a summary of the methodology and results of the analysis used to estimate the 
economic benefits attributed to water quality provided by the CVP. Additional information about 
the water quality benefit analysis is presented in the Economic Benefit Analysis Appendix to this report. 

7.5.1 Water Quality Benefits – Methodology 
Water quality benefits for the CAS are based on the foregone value of the next best use of the water 
used to meet water quality standards. CVP water quality benefits are based on the irrigation value of 
water which is estimated using the SWAP model. Water Quality benefits are quantified using the 
SWAP model and foregone water delivery data developed with the CalSim 2 hydrologic model (see 
Chapter 6, Hydrological Modeling). 

The fundamental premise of the water quality benefit analysis is that all CVP water required to meet 
incremental D-1641 water quality (above D-1485 requirements, also referred to as incremental 
difference) requirements must be valued, including foregone irrigation and M&I/refuge deliveries 
and Delta outflows. As shown in Chapter 6, Hydrological Modeling (Table 6-3), this quantity ranges 
from a low of 36 TAF in wet years to nearly 630 TAF in critical years, averaging 172 TAF across all 
water years. 

7.5.2 Water Quality Benefits – Results 
The water quality benefits for the CVP are based on SWAP modeling, which provided a proxy value 
for water quality benefits using agricultural values. The benefits reported by SWAP are calculated 
based on changes in net farm income, surface water and groundwater costs, and land fallowing 
costs. 

Table 7-3 displays estimated water quality benefits attributed to the CVP. Water quality benefits are 
estimated to be $49.4 million annually, on average. The greatest benefits occur in critical years 
($103.3 million annually) based on the relatively large quantity of CVP water that is needed to meet 
incremental D-1641 water quality standards. Conversely, the lowest benefits occur in wet years ($7.0 
million annually). 

Table 7-3. Estimated Annual Economic Benefits of CVP Water Quality, by Water Year Type 
($millions) 

Benefit Wet  
Above 
Normal 

Below 
Normal Dry  Critical  

Weighted 
Average 

Water Quality $7.0 $21.4 $60.7 $80.6 $103.3 $49.4 

For the CAS, annual water quality benefits are discounted over the 100-year period of analysis using 
a 3.25 percent interest rate. The present value of estimated CVP water quality benefits is estimated 
to be approximately $1.5 billion. 
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7.6 Flood Control Benefits 
The CVP is composed of several dams and reservoirs that are authorized and constructed to meet 
multiple purposes, including flood control. Flood control benefits are estimated for Shasta, Folsom, 
New Melones, and Friant CVP dams/reservoirs. 

There are several other CVP facilities that provide flood control benefits which have not been 
quantified for the CAS. These facilities include Trinity Dam and Reservoir, Los Banos Creek 
Detention Dam, and Whiskeytown Dam and Reservoir. Although these facilities provide flood 
control benefits, they have not been quantified due to lack of available data. As such, the benefits 
provided in this paper represent a lower bound of flood control benefits provided by the CVP. 

The omission of flood control benefits at these facilities does not affect the cost allocation because 
the flood control SPA (and not benefits) represents the justifiable expenditure for flood control in 
the SCRB calculations. Additional information about the flood control benefit analysis is presented 
in the Economic Benefit Analysis Appendix to this report. 

7.6.1 Flood Control Benefits – Methodology 
The flood control benefit estimates are made for Shasta Dam and Reservoir, Folsom Dam and 
Reservoir, the New Melones Dam and Reservoir, and Friant Dam and Reservoir using historical 
annual damages-prevented information provided by the USACE, Sacramento District. The USACE 
calculates annual damages prevented by comparing downstream river stages at selected sites under 
regulated flow conditions and unregulated flow conditions. The river stages under each condition 
are then compared to a stage-damage curve which describes the amount of damages that could be 
expected based on a range of river stages representing high exceedance probability to low 
exceedance probability flow events. The lower amount of damages under the with-project condition 
as compared to the without-project condition reflects the positive effects of reservoir operations on 
downstream flows and are considered to be the damages prevented (benefits). The USACE dataset 
on flood control benefits used for this report covers historical conditions through the year 2010. 
The estimates of nominal flood control benefits are updated to October 2013 price levels using the 
Gross Domestic Product (GDP) Implicit Price Deflator. 

7.6.2 Flood Control Benefits – Results 
The total damages prevented are divided by the number of years of record, by facility, to derive an 
average annual damages-prevented value. For example, the total damages prevented for Shasta Dam 
and Reservoir over the entire period of record for that reservoir (1952 to 2010) were approximately 
$29.0 billion (2013 dollars). This value is then divided by 59 (the number of years in the period of 
record for Shasta Dam) to derive an average annual value for prevented flood damages of 
approximately $491.5 million (note that the period of record for each dam and reservoir varies). 
Table 7-4 displays the average annual flood control damages-prevented values for each 
dam/reservoir. Total flood control benefits are estimated to be nearly $1.3 billion annually, on 
average. 
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Table 7-4. Estimated Annual Economic Benefits of CVP Flood Control, ($millions) 

CVP Reservoir Benefits (Annual) 

Shasta $491.5  

Folsom $761.2  

New Melones $15.9  

Friant (Millerton) $18.8  

Total $1,287.3  

For the CAS, annual flood control benefits are discounted over the 100-year period of analysis using 
a 3.25 percent interest rate. The present value of estimated CVP flood control benefits is 
approximately $38.0 billion. As noted above, the estimated benefits represent a lower bound of 
flood control benefits provided by the CVP. 

7.7 Power Benefits 
This section summarizes the results, and the analytical method used to estimate the economic 
benefits attributable to CVP hydropower generation. Treatment of the San Luis pump-generating 
unit in relation to hydropower and water supply benefits is also discussed. Power benefits are 
estimated based on the actual or simulated market prices associated with CVP hydropower services. 
Additional information about the power benefit analysis is presented in the Economic Benefit Analysis 
Appendix to this report. 

7.7.1 Power Benefits – Methodology 
Hydropower benefits are estimated in consultation with WAPA. The value of power benefits 
evaluated for the CAS is composed of the following three elements: (1) forecasted California 
Independent System Operator (CAISO) hourly day-ahead market prices for energy from PLEXOS 
model, (2) forecasted CAISO hourly day-ahead market prices for ancillary services from PLEXOS 
model, and (3) planning capacity/resource adequacy to meet expected future demand/load growth 
considerations by applying CAISO market prices for resource adequacy to the estimated capacity 
provided by the CVP resource. CVP energy generation is estimated using output from CalSim 2 and 
LTGEN models (see Chapter 6, Hydrological Modeling, for more details), and inputs into the PLEXOS 
model used a forecasted database used by the California Public Utilities Commission for energy 
resource planning (see the Economic Benefits Analysis Appendix for more details). 

Energy, ancillary services, and planning capacity/resource adequacy components of estimated annual 
CVP hydropower benefits are described below: 
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• Energy – Electricity generation that is scheduled to be provided when it is most valuable, if 
possible. 

• Ancillary Services – For the purposes of the CVP CAS, only include spinning, non-spinning, 
and replacement reserves used in estimating power benefits. Other ancillary services as defined 
by Western Electricity Coordinating Council/North American Electric Reliability Corporation 
operating criteria are not included for consistency with the services under contract to CVP 
Power Preference Customers. 

• Capacity/Resource Adequacy – Amount of electric power for which a generating unit, 
generating station, or other electrical apparatus is rated either by the user or manufacturer. 
Capacity is valuable because of the need for sufficient machine capability to meet the peak 
electrical load hour during the hottest summer day. Resource Adequacy is a mandatory planning 
and procurement process to ensure resources are secured by Load Serving Entities to meet the 
ISO’s forecast system, local, and flexible capacity needs. 

The PLEXOS Model is used to estimate energy and ancillary service benefits. The PLEXOS model 
was selected for use in the CVP CAS based on a variety of factors including (but not limited to) its 
relative ability to accurately simulate different future scenarios given specific constraints, as well as 
its widespread usage in the power industry. It simulates power markets by optimizing energy, 
ancillary services, generation, and transmission utilization subject to physical and operational 
constraints. Two simulations were run to determine CVP power benefits. The first covered the 
entire Western Electricity Coordinating Council’s (WECC) system to generate projected pricing and 
ancillary services data, including CVP facilities. A subsequent simulation optimized the dispatch of 
the CVP facilities using the projected pricing and ancillary services data generated in the first 
simulation. The simulated generation data is a 2024 baseline year used to calculate annual benefits 
across the period of analysis used in the study. The PLEXOS model used output data from LTGEN 
(i.e. total monthly generation) as inputs that were incorporated into the simulation to estimate 
benefits. Please refer to the Economic Benefits Analysis Appendix for a more detailed description of the 
model and reasons for its usage to estimate economic benefits for the CVP CAS. 

Capacity/resource adequacy is estimated outside of the PLEXOS model. Although WAPA only 
markets two non-firm variable products, energy and ancillary services, some of WAPA’s customers 
claim their CVP allocation for capacity purposes, thus avoiding certain CAISO costs related to 
short-term operational requirements to ensure grid reliability. These grid reliability requirements are 
referred to as resource adequacy. Using the CAISO market value for resource adequacy is 
considered to be representative of the actual value that WAPA preference power customers realize 
when claiming CVP capacity benefits. A CAISO market-based price for resource adequacy is used as 
a proxy for that value now and for the foreseeable future, since its value is calibrated to the amount 
of capacity present in the existing and predicted future system. 

7.7.1.1 LTGEN and PLEXOS Adjustments for Flood Bypass 
After the PLEXOS CVP benefit simulation was completed, it was determined that the version of 
the LTGEN model used to develop inputs to the PLEXOS model overestimated generation when 
compared to the historical generation levels due to underestimation of generator flood bypasses. A 
methodology was developed to isolate the missed flood bypass from LTGEN to adjust the power 
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benefits estimated by PLEXOS. This post-process adjustment of LTGEN and PLEXOS results was 
performed for the energy component of the power benefits in the CAS. An analysis was performed 
to map the historical record to the respective CalSim 2 data input to LTGEN and the energy 
benefits were reduced by water year type. Further explanation of this analysis can be found in the 
Economic Benefits Analysis Appendix. 

Table 7-5 displays the resulting energy benefits that include the post-process adjustment to the 
PLEXOS results that are informed by the LTGEN analysis. 

7.7.1.2 Treatment of San Luis Unit Pump-Generating Unit 
The San Luis Unit is part of both the Federal CVP and the California SWP. Authorized by the San 
Luis Act in June 1960 (Public Law 86-488), it is jointly operated by Reclamation and the DWR 
primarily for the purpose of water supply. Two features of the San Luis Unit are pump-generating 
(“pump-gen”) plants – the O’Neill Pump-Generating Plant and the William R. Gianelli Pump-
Generating Plant. These two facilities pump water into the O’Neill Forebay and San Luis Reservoir 
respectively, for off-stream storage. During water operations, water is either released for delivery 
from O’Neill Forebay into the Delta Mendota Canal or from San Luis Reservoir back through the 
pump-turbines of both facilities to generate reclaimed energy. The reclaimed energy helps offset 
part, but not all of the cost of pumping water into San Luis Reservoir. 

Because the energy required to pump water into the reservoir is greater than the energy generated 
when the water is released for delivery, all of the energy generated by these pump-gen plants is 
considered to be an offset to the cost of pumping. Accordingly, the total cost of both pump-gen 
plants, as well as the value of the energy generated by them, was assigned to the water supply 
purpose. As a result, it was necessary to adjust (reduce) the energy power benefits modeled in 
PLEXOS by the value of generation produced by the pump-gen plants and add that value to the 
water supply benefits. This adjustment factor (0.975) was multiplied by the estimated annual energy 
generation benefits prior to calculating the discounted net present value over the planning horizon. 
The adjustment factor did not affect the benefits attributed to ancillary services or resource 
adequacy. 

7.7.2 Power Benefits – Results 
The estimated energy and ancillary service CVP power benefits are shown in Table 7-5, and 
estimated total hydropower benefits are shown in Table 7-6. As discussed above, the benefit values 
used in the CAS for the power purpose are the values of CVP energy generated without the San Luis 
Unit. The value of energy generated by the O’Neill and Gianelli pump-generating plants is 
subtracted from the estimated hydropower benefit and added to the estimated water supply benefit. 
The energy generation benefits reported in Table 7-5 are subject to the adjustment described in the 
previous section. In addition (shown in Table 7-6), the estimated capacity/resource adequacy value 
is added and total hydropower benefits (without San Luis Unit) and other benefits are estimated to 
be nearly $193.9 million annually. 
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Table 7-5. Estimated Annual CVP Hydropower Benefits, by Water Year Type ($millions)  

Benefit 
Component Wet 

Above 
Normal 

Below 
Normal Dry Critical 

Weighted 
Average 

Energy  $228.1 $201.5 $170.6 $155.1 $115.4 $181.1 

Ancillary 
Services 

$0.7 $0.5 $0.4 $0.4 $0.5 $0.5 

Total $228.7 $202.1 $171.0 $155.5 $116.0 $181.6 

Table 7-6. Estimated Annual Total CVP Hydropower Benefits ($millions) 

 

 

 

 

 

For the CAS, annual power benefits are discounted over the 100-year period of analysis using a 3.25 
percent interest rate. The present value of CVP power benefits is approximately $5.7 billion. 

7.8 Summary of Economic Benefits 
For the CAS, all of the CVP economic benefits are based on a 100-year prospective analysis as 
discussed in more detail in Chapter 5, Key Concepts and Assumptions, of this report. All results are 
discounted to a present value in 2013 dollars using 3.25 percent interest rate. Table 7-7 displays the 
total benefits for each of the purposes analyzed. These values are used as inputs to the SCRB 
analysis presented in Chapter 10, Cost Allocation Results (Period 2). 

CVP Hydropower Energy and Ancillary Service Benefit (with San Luis Unit) $181.6  

Less: San Luis Unit Energy Benefit (Water Supply Cost Saving Benefit) $4.5  

CVP Hydropower Energy and Ancillary Service Benefit  $177.1  

Plus: CVP Capacity (Resource Adequacy) Benefit $16.8  

Total Estimated Annual CVP Hydropower Benefit  $193.9  
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Table 7-7. Summary of Estimated Economic Benefits of the CVP (2013 Dollars) ($millions) 

Type of Benefit (Purpose) Average Annual Benefit 
Present Value Benefit 
(100 Years) 

Water Supply $769.2  $22,702.5  

Irrigation $544.7  $16,076.1  

M&I $220.0  $6,492.7  

San Luis Unit Pump-Gen $4.5  $133.7  

Water Quality $49.4  $1,457.6  

Flood Control $1,287.3  $37,992.2  

Hydropower $193.9  $5,723.6  
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Chapter 8. Single-Purpose Alternatives 
This chapter presents an overview of the development of the single-purpose alternatives required 
for the SCRB analysis. The cost estimates associated with the SPAs are presented and described in 
Chapter 9, Cost Estimates (see Table 9-4). Additional facility-level information supporting the SPA 
cost analysis is presented in the Cost Estimates Summary Table Appendix. 

8.1 Conceptual Approach to Single-Purpose Alternative Analyses 
The SCRB analysis requires SPA costs for each authorized project purpose that will share in joint 
project costs. In the context of the CAS, these purposes are water supply, water quality, flood 
control, and power. The SPA cost is the cost of the most likely federally financed alternative that 
provides the same level of benefits to a particular purpose as the existing project. As explained in 
Chapter 4, Cost Allocation Methodology, the lesser of the economic benefits or SPA costs constitute the 
justifiable expenditure for each purpose in the SCRB process. The focus of this chapter is the 
methodology for development of the SPAs for the water supply, water quality, flood control, and 
power purposes. SPA cost estimates are not required for the recreation, fish and wildlife 
enhancement, and navigation purposes because they do not share in joint costs. 

In order to formulate the SPA for each project purpose, existing CVP facilities were evaluated to 
determine if they were required to provide the benefits for that purpose, and if so, whether the 
facility would need to be modified for that purpose only. The exception to this process is the power 
SPA, which is based on a thermal power plant that provides power benefits equivalent to the 
existing project rather than existing CVP hydropower facilities. Once the features (and appropriate 
scale of features) are identified for each SPA, cost estimates are developed. The SPA cost for each 
respective purpose is the sum of construction, IDC, and OM&R19 costs for all features that support 
that purpose (see Chapter 9, Cost Estimates). 

8.1.1 Single-Purpose Facilities 
The cost of each single-purpose facility is included in the respective SPA that it serves. For example, 
a single-purpose water supply canal is included in the water supply SPA only. Because single-
purpose facilities do not support other purposes by definition, they do not need to be re-sized and 
are included at full scale in the applicable SPA. The individual single-purpose facilities included in 
each SPA are presented in the SPA descriptions below. 

8.1.2 Multipurpose Facilities 
Because multipurpose facilities serve more than one purpose, they had to be hypothetically re-sized, 
as necessary, to provide only the benefits of the specific purpose being evaluated. In other words, 
the SPA sizing analysis calculated operations for multipurpose facilities as if the one purpose being 
evaluated was its sole function. For the CAS, a small group of multipurpose facilities (primarily dams 

                                                           
19 OM&R costs include “soft” costs that are attributable to the CVP as a whole rather than a specific project feature; soft 
costs were added to all SPAs. 
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and reservoirs) are re-sized for the water supply, water quality, and flood control SPAs using CalSim 
2 hydrology modeling described in Chapter 6, Hydrological Modeling, and the Hydrological Modeling 
Appendix to this report. 

Other multipurpose facilities were not re-sized for any given SPA. In other words, the full size (and 
cost) of the facility is required to provide the benefits for any given SPA. Other multipurpose 
facilities that could not be resized that are included as part of all SPAs include: 

• Centralized Water & Power System Control 

• Spring Creek Debris Dam and Reservoir 

• CVP Radio Network 

• Clear Creek Tunnel 

• Telemetering Equipment 

• Permanent Operating Facilities – Folsom 

• Permanent Operating Facilities – Trinity 

• Keswick-Carr Microwave System 

• Radio Stream Gauges 

• Permanent Operating Facilities – Shasta 

• Whiskeytown Dam & Reservoir 

• Radio Rain Gauges 

8.1.3 Mitigation 
In addition, some facilities (or portions of facilities) in the CVP are considered mitigation costs. In 
theory, mitigation activities are addressing adverse impacts of the CVP as a whole so it is not 
appropriate to assign mitigation to any single purpose. Instead, for the purpose of estimating SPA 
costs, mitigation costs are included, in total, as part of each SPA. Mitigation activities that are 
included as part of all SPAs include: 

• Tracy Fish Collection Facility – Replace Transformers 

• Red Bluff Diversion Dam – Mitigation 

• Tehama-Colusa Canal – Mitigation 

• San Luis Unit Fish and Wildlife Facility 

• Trinity River Restoration Project 
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8.1.4 Activities with Direct Assigned Costs 
Direct assigned costs are not included in the SPAs developed for each project purpose. Direct 
assigned costs do not contribute towards CVP project benefits and would not be required to operate 
the CVP if it were operated for any single purpose. 

8.1.5 Summary of SPA Approach 
In summary, the total cost of each SPA includes the estimated cost of the re-sized multipurpose 
reservoirs (if applicable) plus the cost of non-diminishable multipurpose facilities, all single-purpose 
facilities for each respective purpose, and mitigation costs. The SPAs exclude direct assigned costs. 
An overview of each respective SPA is presented below. 

8.2 Water Supply SPA 

8.2.1 Multipurpose Facility Resizing 
Conceptually, the hydrology analysis for the water supply SPA is based on reservoir sizing as if the 
CVP was operated solely for the purpose of water supply. Because of geographical considerations in 
the CVP, single-reservoir scenarios had limited applicability because one reservoir typically could not 
provide water to the entire CVP service area. For this reason, multiple reservoirs are included in the 
water supply SPA. 

The SPA for water supply is based, in part, on reservoir storage required to provide CVP water for 
irrigation, M&I, and wildlife refuge deliveries, and meeting CVPIA B2 requirements. Five 
multipurpose CVP reservoirs served the water supply purpose: Friant, New Melones, Trinity, Shasta, 
and Folsom. Friant provides for direct diversions into the Madera Canal and Friant Kern Canal. 
New Melones provides water for CVP contracts with Stockton East Water District and Central San 
Joaquin Water District, along with settlement obligations to Oakdale Irrigation District and South 
San Joaquin Irrigation District. Trinity, Shasta, and Folsom collectively provide water for CVP water 
users in the Sacramento and American River basins and exports at Jones Pumping Plant. The 
hydrology sizing model described in the Hydrological Modeling Appendix is used in determining what 
size each of these facilities had to be so that only the water supply purpose of the CVP was served. 
In addition, costs associated solely with B2 actions (79 TAF) are included in the water supply 
purpose SPA.20 See Chapter 6 Hydrological Modeling (Table 6-2) for the multipurpose reservoir sizes 
included as part of the Water Supply SPA. 

8.2.2 Multipurpose Facilities – Other 
Other multipurpose facilities that could not be resized that are included as part of the Water Supply 
SPA are presented above in Section 8.1.2. 

                                                           
20 Historically, the treatment of B2-related costs has not been included in the water supply purpose for the purpose of 
sub-allocating costs. Several options were considered for the CAS and it was decided that costs associated solely with B2 
actions (79 TAF) would be included in the water supply purpose SPA. 
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8.2.3 Single-Purpose Facilities 
Single-purpose facilities that are included as part of the Water Supply SPA include: 

• Folsom South Canal 

• Permanent Operation Facilities – Folsom 
South 

• Folsom Dam Pumping Plant – 
Enhancement 

• Folsom Pumps – 4160 Feeder Cable 
Replacement 

• Clayton Canal & Pumping Plant 

• Columbia Mowry Pumping Plant 

• Contra Costa Canal 

• Contra Costa Canal System – Deferred 
Maintenance 

• Contra Costa Pumping Plant 

• Contra Loma Dam & Reservoir 

• Delta Cross Channel 

• Delta-Mendota Canal 

• Delta-Mendota Intake Channel 

• Delta-Mendota Canal California Aqueduct 
Intertie 

• Martinez Dam & Reservoir 

• Permanent Operating Facilities – Tracy 

• Shortcut Pipeline 

• Tracy Pumping Plant 

• Ygnacio Canal & Pumping Plant 

• Friant-Kern Canal 

• Madera Canal 

• 4-M Water District 

• Colusa County Water District Relift 
Pumping Plant 

• Colusa Service Area – Cortina 

• Colusa Service Area – Davis 

• Colusa Service Area – Other 

• Corning Canal 

• Corning Canal Pumping Plant 

• Corning Canal Relift Pumping Plant 

• Glenn Valley Water District Relift 
Pumping Plant 

• Dunnigan Water District Relift Pumping 
Plant 

• Glide Irrigation District Relift Pumping 
Plant 

• Kanawha Water District Relift Pumping 
Plant 

• La Grande Water District 

• Orland-Artois Water District Relift 
Pumping Plant 

• Permanent Operating Facilities – 
Arbuckle 

• Permanent Operating Facilities – Red 
Bluff 

• Permanent Operating Facilities – Red 
Bluff Suboffice 

• Permanent Operating Facilities – Willows 

• Permanent Operating Facilities – Willows 
Suboffice 

• Pilot Research Pumping Plant 

• Proberta Water District Relift Pumping 
Plant 

• Red Bluff Diversion Dam 

• Tehama-Colusa Canal 

• Westside Water District Relift Pumping 
Plant 
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• Arroyo Pasajero 

• B.F. Sisk San Luis Dam & Reservoir 

• Dos Amigos Pumping Plant 

• Dos Amigos Switchyard 

• Little Panoche Creek Detention Dam & 
Reservoir 

• Los Banos Creek Detention Dam & 
Reservoir 

• O’Neill Dam, Forebay & Wasteway 

• Permanent Operating Facilities – 
State/Federal 

• San Luis Canal 

• San Luis Canal Turnouts 

• San Luis Drain 

• San Luis Switchyard 

• William R. Gianelli Pumping-Generating 
Plant 

• Coalinga Canal 

• Los Banos Substation 

• O’Neill Pumping Plant 

• O’Neill Pumping Plant Intake Channel 

• O’Neill Switchyard Station 

• Permanent Operating Facilities – San Luis 

• Pleasant Valley Pumping Plant 

• San Luis Relift Pumping Plant – Pleasant 
Valley Water District 

• San Luis Relift Pumping Plant – 
Westlands Water District 

• Toyon Pipeline 

• Clear Creek Conveyance 

• Cow Creek Conveyance System 

• Wintu Pumping Plant 

8.2.4 Mitigation Activities 
Mitigation activities that are included as part of the Water Supply SPA are presented above in 
Section 8.1.3. 

8.3 Water Quality SPA 

8.3.1 Multipurpose Facility Resizing 
The Period 2 allocation treats the costs of meeting water quality requirements associated with 
D-1485 as joint costs assigned to all project purposes. Actions for salinity control and actions for 
compliance with State water quality standards exceeding D-1485 are assigned to the water quality 
purpose as non-reimbursable, consistent with the COA. The SPA reservoir storage required to 
satisfy water quality standards of D-1641 over those of D-1485 is analyzed by calculating the SPA 
for satisfying D-1641 and the SPA for satisfying D-1485 and then taking the difference between the 
two to determine the incremental storage cost. This difference in cost is used as the SPA cost 
estimate for the water quality purpose. 

The Delta outflow that is required to meet water quality standards in the Delta depends on export 
level. In order to correctly identify the increment of SPA storage required to satisfy the D-1641 
water quality standards compared to those in D-1485, the increment had to be defined given the 

A450

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 452 of 601



 

68 | Central Valley Project Final Cost Allocation Study 

same level of export and delivery. See Chapter 6 Hydrological Modeling (Table 6-4) for the Water 
Quality SPA storage sizing requirements. New Melones is not included because the difference in 
cost of New Melones to meet D-1485 versus D-1641 is negligible. Friant did not serve a water 
quality purpose since water is not released from the reservoir to meet water quality standards under 
either D-1485 or D-1641. 

8.3.2 Multipurpose Facilities – Other 
Other multipurpose facilities that could not be resized that are included as part of the Water Quality 
SPA are listed above in Section 8.1.2. 

8.3.3 Single-Purpose Facilities 
There are no single-purpose facilities that are included as part of the Water Quality SPA. 

8.3.4 Mitigation Activities 
Mitigation activities that are included as part of the Water Quality SPA are presented above in 
Section 8.1.3. 

8.4 Flood Control SPA 

8.4.1 Multipurpose Facility Resizing 
The CVP storage facilities operated for flood control are Trinity, Shasta, Folsom, New Melones, and 
Friant. All of these facilities except Trinity included flood control in their authorizing legislation. 
Trinity provides protection to downstream assets under guidelines set by the Trinity River Mainstem 
Fishery Restoration Record of Decision (ROD) and therefore is included as part of the flood 
control SPA. 

Flood control rules limit the volume of water that may occupy space in a reservoir, mandating that a 
certain amount of empty space be maintained in order to accommodate anticipated seasonal runoff. 
The flood control rule method for determining the single-purpose size of a reservoir selects the 
largest value for required flood space in a reservoir from the historical flood control diagrams and 
adds this value to the minimum operating storage level in the reservoir, or dead pool, to calculate the 
SPA size for each reservoir. SPA sizes for the four flood control reservoirs are shown in Chapter 6 
Hydrological Modeling (Table 6-6). 

8.4.2 Multipurpose Facilities – Other 
Other multipurpose facilities that could not be resized that are included as part of the Flood Control 
SPA are listed above in Section 8.1.2. 

8.4.3 Single-Purpose Facilities 
There are no single-purpose facilities that are included as part of the Flood Control SPA. 
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8.4.4 Mitigation Activities 
Mitigation activities that are included as part of the Flood Control SPA are presented above in 
Section 8.1.3. 

8.5 Power SPA 

8.5.1 Power SPA – Thermal Facility 
Under past policy and practice, Reclamation has typically used a hydropower-based single-purpose 
power alternative when conducting cost allocation studies. However, a nuclear power single-purpose 
power alternative has been used in prior CVP cost allocation studies based on the premise that the 
CVP authorizing legislation (50 Stat. 850) authorized Reclamation to construct a steam generator 
plant. 

For the CVP Final CAS, a thermal (natural gas) power plant was determined as the most likely 
alternative constructed by the Federal government in the absence of CVP hydropower plants.21 Past 
precedent and authorizing CVP legislation has given Reclamation the discretion to use a thermal-
based SPA for the power purpose of the CVP. The thermal-based SPA is configured and sized to 
incorporate existing CVP operational limitations and constraints, including the required associated 
transmission facilities needed to serve power customers. 

Consequently, the thermal-based SPA reflected the current level of benefits associated with power 
generation and associated ancillary services provided by the CVP. The thermal power SPA is sized 
to generate enough energy to provide not only the amount of energy used by project beneficiaries 
but to account for system losses as well. The SPA cost for the thermal power facility include all 
costs, including design and construction, ownership costs, emission reduction credits, environmental 
mitigation, fuel (natural gas) costs, and other costs. The CVP power generation is estimated based 
on CalSim 2 and LTGEN modeling (see Section 6.4). 

The CVP produces (at plant) an average of about 4,828.74 GWh/year. The capacity of a thermal 
SPA power plant needed to produce the same amount of energy was estimated to be 1,190 MW. 
The type of thermal plant used to estimate facility capitalized costs was a 500 MW combined cycle 
plant without duct-firing. The heat rate used to estimate SPA costs was 6,750 Btu/kWh (British 
thermal units/kilowatt hours). Life-cycle costs are based on a period of 100 years using an interest 
rate of 3.25 percent and assuming a 40-year lifespan of a typical plant. The cost of fuel used for the 
analysis was $4.24/MMBtu (million British thermal units) for natural gas. 

8.5.2 Multipurpose Facilities 
There are no multipurpose facilities included as part of the Power SPA. 

                                                           
21 Because the Power SPA does not involve re-operation of existing CVP hydropower facilities, no hydrology analysis 
was required. 
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8.5.3 Single-Purpose Facilities 
The only single-purpose facilities that are included as part of the Power SPA are select transmission 
facilities owned and operated by WAPA. 

8.5.4 Mitigation Activities 
Mitigation activities that are included as part of the Power SPA are presented above in Section 8.1.3. 
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Chapter 9. Cost Estimates 
This chapter outlines the cost estimating methods developed at an appraisal level for the CVP CAS 
and presents the cost estimates used as inputs to the SCRB analysis. More detailed cost estimate 
results are presented in the Cost Estimates Summary Tables Appendix. 

9.1 Cost Estimating Overview 
The SCRB methodology requires several sets of cost estimate inputs. These include total project 
costs, as well as separable costs and SPA costs by authorized purpose. The cost analysis is conducted 
at the facility level to account for the complexity and quantity for all of the CVP features. The 
facility-level analysis also facilitates the water ratesetting process described in Chapter 12, 
Implementation of the Final Cost Allocation. 

The SCRB methodology requires separate cost estimates for (1) construction, (2) IDC, and (3) 
OM&R of project facilities over the 100-year period. The sum of these three cost components is 
considered the total cost of any given facility. Although these cost components are tracked 
separately, the calculations within the SCRB process are based on total costs of all three cost 
components over a 100-year period. The approach used to estimate each type of cost varies as 
explained below. 

SCRB also requires that all cost estimates be in constant price level to allow a consistent 
comparison. As a result, all cost estimates are indexed to the base year 2013 (see Section 5.3). The 
nominal (unindexed) cost of facilities are tracked in order to reconcile to actual costs in the CVP 
financial records. 

There are several fundamental tenets underlying the cost estimating used for the CAS. 

• Costs are estimated at an appraisal level. 

• Cost indexing is required to adjust price levels to the CAS base year (2013). 

• Estimated facility costs are based on a wide range of data sources, including Reclamation 
financial reports, historical construction pricing, material quantities from completion reports, 
and contract administration documentation. 

9.1.1 Appraisal-Level Analysis 
Reclamation uses several different levels of detail when estimating costs in the context of project 
planning and development, including preliminary, appraisal, and feasibility levels within the planning 
phase of Reclamation’s design process (Reclamation 2007). Of these approaches, appraisal and 
feasibility levels have been deemed suitable for the purpose of cost allocation (Reclamation 2013b). 
Appraisal level are used due to the number of facilities being considered in this CAS. A feasibility-
level analysis for the CAS would require further refinement of the cost estimates, including the need 
for detailed estimates created during the design, solicitation, and construction stages of each facility. 
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This would have significantly increased the complexity, cost, and reproducibility of the CAS cost 
estimates. 

The appraisal-level analysis is most pertinent in the context of facility re-sizing, which is integral to 
the SPA and separable cost analysis required for SCRB. In an appraisal-level analysis, a minimum of 
roughly 85 percent of the total costs to be estimated should be identified. For the CAS, costs are 
assigned to the identified line items. The remaining 15 percent of costs are allocated to unlisted 
items or contingencies for the facilities that required re-sizing. Historical documentation of the costs 
to construct each of the facilities are used to establish the appropriate number of line items. 

9.1.2 Cost Indexing 
The CVP has been under construction for over 70 years; therefore the plant-in-service costs22 in the 
financial statements have widely varying cost bases. In order to compare costs of the CVP that occur 
at different points in time, nominal costs of project facilities are converted to a common price level 
corresponding to the CAS base year of 2013 using the Building Costs Index (BCI). 

9.2 Cost Categories 

9.2.1 Construction Costs 
Construction costs are the costs of labor, land, materials, and financing to plan, design, and 
construct a project facility or feature for the purpose of providing new or additional benefits. 
Construction costs of a project feature include both contract costs and non-contract costs, such as 
direct labor, direct materials, and indirect costs through the point the facility is placed into plant-in-
service. Construction costs exclude IDC.23 Project construction costs are estimated using 
information from several different data sources, mainly existing financial records and contract 
administration records. 

9.2.2 Interest During Construction Costs 
IDC represents the cost to finance the construction of projects.24 IDC is reimbursable by certain 
project purposes (or beneficiaries), namely M&I and commercial power. As such, only those 
facilities that serve M&I and commercial power include IDC for repayment in Schedule 1 of the 
CVP financial statements. For example, facilities that solely serve irrigation do not include IDC in 
Schedule 1. To ensure that all facilities are evaluated consistently in the SCRB analysis, estimates for 
IDC are required for each facility based on the total cost of the facility. 

                                                           
22 In order to index nominal costs to the base year, the date when each project facility began to provide beneficial use is 
documented. This is referred to as the plant-in-service date. 
23 Plant-in-service values presented in Schedule 1 of the CVP financial statements include both construction costs and 
interest during construction, which required that IDC be deducted from the plant-in-service values to derive 
construction-only costs. 
24 Specifically, IDC represents interest accumulated during the construction period. This interest is added to the cost of 
the long-term asset so that the interest is not recognized in the current period as interest expense. Instead, the interest 
becomes a fixed asset and is included in the depreciation of the long-term asset. 
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To ensure that IDC is not double counted in certain facilities, actual IDC is first deducted from 
facilities that have it recorded in the 2013 Financial Statements, then IDC is estimated for all 
facilities using annual compound interest. For consistency with Reclamation Policy, IDC is not 
included for facilities constructed prior to 1955 and simple interest calculations are used for 
construction that occurred between 1955 and 1982. The CAS discount rate of 3.25 percent is used in 
calculating estimated IDC. 

9.2.3 Operation, Maintenance, and Replacement Costs 
OM&R cost estimates are required for each facility for the SCRB analysis. Due to the large number 
of facilities and data gaps for individual facilities, the OM&R cost analysis is conducted based on 
representative facility types (or categories). The six categories of facilities included (1) canals, (2) 
dams and reservoirs with subcategories of embankment and concrete dams, (3) pumping plants and 
power plants, (4) switchyards, (5) general project soft costs, and (6) WAPA facilities. 

Annual OM&R expenses are estimated for each representative facility using a two-step process. The 
first step determines the estimated O&M cost by representative facility. This is accomplished by 
averaging indexed O&M expenditures for the most recent 10 years of reported costs to arrive at an 
average annual value. Reclamation’s O&M index is used for this purpose (Reclamation 2017). The 
second step determines the estimated replacement costs for a representative facility in each O&M 
facility category. The estimates exclude overhead costs that are not attributable to any given facility 
or purpose. Overhead costs are treated as joint costs of the CVP. 

Determining replacement costs is accomplished by estimating the cost and timing of replacement 
for each item. The expected occurrence cycles are determined from the Reclamation/WAPA 
Replacement Book (2006). Large scale rehabilitation, maintenance, replacement, and extraordinary 
maintenance (RAX) activities occur on a predictable schedule. Subsequently, for facilities in each 
category, estimated replacement costs are calculated by pro-rating replacement costs for the 
representative facility based on the relative magnitude of construction costs of the representative 
facility compared to all facilities in the same category. The results from steps one (O&M) and two 
(replacements) are added together to produce each facility’s total OM&R cost. Total OM&R cost 
estimates are capitalized over the 100-year period of analysis using the project interest rate of 3.25 
percent. 

9.3 Cost Estimating Methodology 
Cost estimates for total facility costs, separable costs, and SPA costs are required from the SCRB 
analysis. The methods used to develop these cost estimates vary by type of facility. Each facility in 
the CVP is characterized as either single-purpose or multipurpose. Single-purpose facilities are 
considered separable to the purpose they serve. For example, the total cost of a single-purpose water 
supply canal is a separable cost to the water supply purpose. Single-purpose facilities are also 
assigned in their entirety to each applicable SPA. The cost estimating process for multipurpose 
facilities requires the hypothetical re-sizing of the facility for each authorized purpose in the 
separable cost and SPA cost analyses. 

A457

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 459 of 601



 

Chapter 9. Cost Estimates | 75 

9.3.1 Costs Used in the SCRB Process 

Total Facility Costs 
Total project costs are estimated for all CAS facilities. Total project costs serve as the starting point 
for facility re-sizing efforts described below. Separate cost estimates are developed for construction, 
IDC, and OM&R, which together represent total costs. The plant-in-service date of each facility is 
used to index nominal costs to the base year. Plant additions and RAX costs that occurred after the 
plant-in-service date are considered construction costs and indexed to the base year from the year in 
which they occur. 

Separable Cost Analysis 
Separable costs are project costs that are attributable to a single purpose. Separable costs for each 
authorized purpose are calculated as the difference between total costs of a multipurpose project and 
the cost of the project with that purpose excluded. 

The cost of single-purpose facilities is separable to the purpose those facilities serve. The separable 
costs of a multipurpose facility’s costs are evaluated by determining if the multipurpose facility can 
be re-sized as a result of eliminating each authorized purpose from the multipurpose project. 
Multipurpose facilities that cannot be re-sized by removing any authorized purpose are considered 
to be non-diminishable. Non-diminishable facilities are treated as joint costs in the SCRB analysis. 
Multipurpose facilities that could be re-sized based on the removal of authorized purposes are 
defined as diminishable. Friant Dam and Los Banos Creek Detention Dam are the only 
multipurpose dams considered diminishable, and which do not include a power purpose. As a result, 
these dams could be re-sized in the separable cost analysis. It was determined that these facilities 
should be re-sized and would not incur joint costs. Total costs of Friant Dam are distributed 
between water supply (58.56 percent) and flood control (41.44 percent), while Los Banos Creek 
Detention Dam costs are distributed to water supply (24.06 percent), flood control (68.66 percent), 
and recreation (7.28 percent). 

Single-Purpose Alternative Cost Analysis 
The SPA is the least cost alternative which would likely be built as a single-purpose Federal project, 
and that would provide the same benefit to each purpose individually as the multipurpose project 
provides. For the purpose of the CAS, the following four SPAs are developed: (1) water supply, (2) 
flood control, (3) water quality, and (4) power. All of the SPAs except for power are based on re-
sizing of existing CVP facilities. The power SPA is based on a thermal natural gas-powered facility 
tying into the existing CVP power transmission grid. The estimation of costs associated with the 
thermal power SPA is discussed below. 

With exception of the power SPA, all single-purpose facilities are assigned to the applicable SPA 
they serve. Non-diminishable, multipurpose facilities that could not be attributed to any one purpose 
are included at full scale in all SPA costs. Each diminishable multipurpose facility is re-sized to serve 
each respective authorized purpose of the CVP. 
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Multipurpose Facilities – Diminishable 
The SCRB process requires that existing facilities be re-sized, if possible, to calculate costs of the 
SPA for each project purpose and to estimate separable costs of each purpose. Approximately 30 
facilities on the CAS Facility List are treated as multipurpose features of the CVP. The multipurpose 
facilities identified as diminishable facilities are re-sized and corresponding cost estimates are 
developed. Table 9-1 presents the diminishable facilities considered and treatment in the CAS. 

Developing cost estimates for re-sized facilities involved multiple steps. The first step documents 
the costs required to construct the facility, which identifies the construction contracts and their 
subcomponents for each facility throughout the facility’s life and use of Reclamation’s financial 
reports. Next, estimating the new height of the dam and reservoir was determined using the water 
volumes needed to provide the same level of benefits for each purpose. This would help determine 
the volume, square footage, and change of each major cost driver (MCD) (i.e., concrete and other 
large expenses) from the original construction cost. 

Cost estimations are generated by identifying and adjusting the MCD, using AutoCAD and LIDAR 
surveying models, developing cost curves, and developing engineering and construction inspecting–
based assumptions on the re-sized quantities to arrive at total estimated costs. The MCDs for each 
contract are separated by identifying the line items that produced at least 85 percent of the costs. 

Cost curves based on the MCDs for each facility allows for re-sizing of the facilities while 
accounting for unit cost variations due to economies of scale and regional influences. The 
proportional cost is determined by comparing the original facility to the scaled facility. 

All of the diminishable multipurpose facilities are dams that store water and include power facilities, 
except for Friant Dam and Los Banos Creek Detention Dam. On further evaluation, for 
multipurpose facilities with a power purpose, it was found that despite these facilities’ original 
designations as diminishable, it was determined that the facility sizes would not vary in the 
multipurpose without cost analysis. In other words, eliminating any purpose from these 
multipurpose facilities would not result in a re-sized facility because the facility would still need to 
provide the benefits of all remaining purposes. Therefore, regardless of the purpose removed, the 
facility size could not be diminished without affecting the benefits of one or more of the remaining 
purposes. Accordingly, there are no separable costs of these facilities. 

Additional consideration was required for determining separable costs to the power purpose with 
respect to specific power features (as opposed to facility sizing discussed below). Power components 
of multipurpose facilities (primarily power plants and switchyards) are considered to be bolt-on 
accessories and separable to the power purpose. An adjustment to the multipurpose facility dam cost 
was considered to account for the material used to replace the bolt-on accessories, and it was 
determined any cost change would be less than unlisted items and contingencies for the identified 
dams. Consequently, the cost of removing the power purpose from these multipurpose dams was 
determined to be negligible. This approach resulted in no separable costs assigned to the power 
purpose from the multipurpose dams in the SCRB analysis. The only separable costs of the power 
purpose were the accumulated cost of single-purpose power facilities. 
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Table 9-1. Diminishable Multipurpose Facilities 

Diminishable Facilities Treatment in CAS Analysis 
Shasta Dam For SPA analysis, these facilities were re-sized based on hydrology. For 

separable costs, the power purpose necessitated the same size dam. 

Folsom Dam For SPA analysis, these facilities were re-sized based on hydrology. For 
separable costs, the power purpose necessitated the same size dam. 

New Melones Dam For SPA analysis, these facilities were re-sized based on hydrology. For 
separable costs, the power purpose necessitated the same size dam. 

Trinity Dam For SPA analysis, these facilities were re-sized based on hydrology. For 
separable costs, the power purpose necessitated the same size dam. 

Friant Dam and Permanent 
Operating Facilities 

For SPA analysis, this facility was re-sized based on hydrology. Because 
Friant only serves two project purposes, water supply and flood control, 
all Friant Dam and reservoir costs were allocated as separable costs to 
these two functions. 

Nimbus Dam For the SPA analysis, this facility was re-sized. There are no separable 
costs to water supply. There are separable costs to power, which consists 
of the power generating equipment. 

Los Banos Creek Detention 
Dam 

For the SPA analysis, this facility was re-sized based on the separable cost 
factors. Because Los Banos Dam only serves two project purposes, water 
supply and flood control, all Los Banos Dam and reservoir costs were 
allocated as separable costs to these two functions. 

Multipurpose Facilities – Non-Diminishable 
Non-diminishable facilities are facilities for which the cost of the facility does not change if any 
authorized purpose is removed from the project. The full cost of non-diminishable facilities is 
included in each SPA because there are no costs considered separable to any one purpose. Table 9-2 
provides the list of non-diminishable facilities and summarizes the reasons for the determinations. 

Table 9-2. Non-Diminishable Multipurpose Facilities 

Non-Diminishable Facilities Reason for Non-Diminishable Designation1 
CVP radio rain gauges Provided a function for the entire CVP and the size remained 

relatively the same no matter the size of the CVP. 

Shasta radio rain gauges Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Trinity radio rain gauges Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Shasta radio stream gauges Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 
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Non-Diminishable Facilities Reason for Non-Diminishable Designation1 
Trinity radio stream gauges Provided a function for the entire CVP and the size remained 

relatively the same no matter the size of the CVP. 

CVP radio network Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

CVP telemetering equipment Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Centralized water and power 
systems control 

Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Keswick-Carr Microwave Systems Provided a function for the entire CVP and the size remained 
relatively the same no matter the size of the CVP. 

Shasta permanent operating 
facilities 

Provided a function for the named facility and the size remained 
relatively the same regardless of the purpose 

Union Hills Reservoir1 Land obtained for the facility would not change regardless of size 
or purpose 

Clear Creek Tunnel Tunnel costs would not significantly change if the tunnel size was 
reduced because of the custom equipment and complexity of the 
construction. 

Spring Creek Debris Dam and 
Reservoir 

The dam was originally sized and constructed to hold back 
contaminated water from upstream mining and release as needed 
to mitigate stream poll. None of the purposes served by this facility 
could be altered, and therefore the facility could not be re-sized, 
resulting the total cost of this facility to be joint costs. 

Whiskeytown Dam and Reservoir Costs were not separable to a single purpose due to operational 
requirements, unclear required volumes of water for specific 
purposes, and could not be built smaller for water supply, power, 
or flood control individually based on available data. 

1. Although a non-diminishable facility, Folsom Sly Park/Union Hills Reservoir is not included in any SPAs 
because it does not support the benefits of any project purpose. 

9.3.2 Mitigation Costs 
Mitigation costs are treated as joint project costs in the CVP CAS. CVPIA facility costs are excluded 
from the CAS and are being handled through a separate process. For more information on 
mitigation costs, refer to Section 5.11. 

9.3.3 Direct Assigned Costs 
Direct assigned costs are costs that have been identified, legislatively or by agreement, as having a 
clear direction regarding repayment. The costs of direct assigned features are excluded from the 
SCRB process. Cost estimates for project facilities with direct assigned costs are adjusted to remove 
direct assigned costs. Generally, the total cost of each project facility is pro-rated based on the 
proportion of unindexed facility cost that is direct assigned relative to total project cost. Direct 
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assigned costs are not treated as separable costs to any purpose or included in any of the SPA cost 
estimates. For more information on direct assigned costs, refer to Section 3.3. 

9.4 CAS Cost Estimates 
As described above, the cost estimating process for the CAS resulted in three sets of indexed cost 
estimates: (1) total facility costs, (2) cost estimates for each respective SPA (i.e., water supply, flood 
control, water quality, and power), and (3) cost estimates of the multipurpose project with each of 
the individual purposes removed (i.e., the multipurpose without purpose project estimates). For each 
set of costs, all three cost components are estimated, namely construction, IDC, and OM&R, which 
are used as inputs to the SCRB analysis. 

As shown in Table 9-3, the total cost of the CVP that is used in the SCRB process is approximately 
$17.0 billion (2013 dollars), which is comprised of construction costs ($11.2 billion), IDC ($476.9 
million), and the present value of annual OM&R costs ($5.3 billion). These cost estimates exclude 
direct assigned costs excluded from the SCRB process. 

Table 9-3 also shows the estimate of separable costs by purpose. Separable costs are computed as 
the difference of total project cost and the omitted-purpose cost for each purpose. Accounting for 
all three cost components, the total separable costs attributed to each purpose is: water supply ($6.1 
billion), power ($4.6 billion), flood control ($171.4 million), recreation ($15.1 million), water quality 
($0), fish and wildlife enhancement ($0), and navigation ($0). 

Table 9-3. SCRB Total and Separable Cost Estimates (2013 Dollars) 

Purpose Total Cost 
Multipurpose 
Without Cost Separable Costs 

Construction $11,183,353,145     

Water Supply  $6,727,205,449  $4,456,147,695  

Power  $9,149,317,479  $2,034,035,666  

Flood Control  $11,033,241,465  $150,111,679  

Recreation  $11,169,443,333  $13,909,811  

Water Quality  $11,183,353,145  $0  

Fish and Wildlife 
Enhancement 

 $11,183,353,145  $0  

Navigation  $11,183,353,145  $0  
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Purpose Total Cost 
Multipurpose 
Without Cost Separable Costs 

IDC $476,904,929     

Water Supply  $303,477,679  $173,427,250  

Power  $356,116,945  $120,787,985  

Flood Control  $469,177,350  $7,727,579  

Recreation  $476,725,189  $179,740  

Water Quality  $476,904,929  $0  

Fish and Wildlife 
Enhancement 

 $476,904,929  $0  

Navigation  $476,904,929  $0  

OM&R $5,337,474,656     

Water Supply  $3,909,489,262  $1,427,985,394  

Power  $2,926,261,359  $2,411,213,297  

Flood Control  $5,323,898,239  $13,576,417  

Recreation  $5,336,423,175  $1,051,481  

Water Quality  $5,337,474,656  $0  

Fish and Wildlife 
Enhancement 

 $5,337,474,656  $0  

Navigation  $5,337,474,656  $0  

TOTAL CVP $16,997,732,730     

Water Supply  $10,940,172,390  $6,057,560,340  

Power  $12,431,695,782  $4,566,036,948  
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Purpose Total Cost 
Multipurpose 
Without Cost Separable Costs 

Flood Control  $16,826,317,054  $171,415,676  

Recreation  $16,982,591,697  $15,141,033  

Water Quality  $16,997,732,730  $0  

Fish and Wildlife 
Enhancement 

 $16,997,732,730  $0  

Navigation  $16,997,732,730  $0  

Table 9-4 presents the SPA cost estimates. Accounting for all three cost components, the total SPA 
cost by purpose: water supply SPA ($11.0 billion), power SPA ($9.4 billion), flood control ($5.3 
billion), and water quality ($4.1 billion). No SPA cost estimates were required for fish and wildlife 
enhancement, recreation, and navigation. 

Table 9-4. Total Estimated SPA Costs by Purpose1 (2013 Dollars) 

Type of 
Cost 

Water Supply 
SPA 

Power  
SPA 

Flood Control 
SPA 

Water Quality 
SPA 

Construction $7,830,971,993  $1,617,562,352  $3,745,324,665  $2,643,732,657  

IDC $310,143,077  $76,621,927  $152,354,756  $106,206,497  

OM&R $2,831,470,890  $7,681,334,972  $1,429,937,241  $1,343,915,357  

Total Cost $10,972,585,960  $9,375,519,251  $5,327,616,662  $4,093,854,511  

1. SPA cost estimates were not developed for the following purposes: fish and wildlife enhancement, 
recreation, and navigation. 
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Chapter 10. Cost Allocation Results (Period 2) 
This chapter presents the Period 2 cost allocation, which reflects expected future operation and 
benefits of the CVP. The results of the Period 2 allocation are based on the SCRB analysis and 
related sub-allocation process, as well as the costs, benefits, and assumptions outlined throughout 
this report. In addition, this chapter also carries the allocation through to the facility level to facilitate 
the water ratesetting process. 

10.1 Application of SCRB to the CAS 
The SCRB method is used as the starting point to allocate costs to the authorized purposes of the 
CVP (see Chapter 4, Cost Allocation Methodology). However, allocation of costs at the purpose level 
does not define repayment responsibilities; therefore, sub-allocation of costs is necessary. SCRB 
requires estimation of the benefits for each project purpose and the costs for each SPA that 
provides comparable benefits. The lesser of the benefits estimated for each purpose and SPA cost 
sets the limit of the amount that can be allocated to a particular project purpose. This is defined as 
the justifiable expenditure. The next step is to identify the separable costs for each project purpose, 
which are costs attributed to a single purpose. 

Separable costs are calculated as the difference in the total multipurpose project cost and the cost of 
the project without a particular purpose included. The separable costs for each project purpose are 
then deducted from the justifiable expenditures for each purpose to derive the remaining justifiable 
expenditures. The remaining joint costs of the project are the total project costs less the total 
separable costs. Remaining joint costs are allocated to each project purpose based on the percentage 
share of the remaining justifiable expenditures (i.e., joint cost factors). The allocation of separable 
costs and remaining joint costs for each project purpose are added together to derive the total cost 
allocated to each purpose. 

The SCRB analysis excludes direct assigned costs where repayment responsibilities have been set 
either through legislation and/or agreement (see Section 3.3). Specifically, where Congress has 
provided clear direction regarding the reimbursement of specific project features, or where 
Reclamation has entered into agreements regarding repayment, the costs of such features are 
deducted prior to implementing the SCRB analysis. After the SCRB analysis is completed, direct 
assigned costs are added back to the appropriate repayment category based on the provisions in the 
associated legislation or agreement. 

The results of the SCRB analysis are shown in Table 10-1 (2013 dollars). The total SCRB costs 
subject to the cost allocation is approximately $17.0 billion. Based on the comparison of economic 
benefits and SPA costs, the driver of justifiable expenditure for each project purpose is as follows:25 

                                                           
25 The purposes not listed below (i.e., recreation, navigation, and fish and wildlife enhancement) do not share in joint 
costs, so they are not considered in determining justifiable expenditure across project purposes. 
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• Water Supply: SPA costs ($11.0 billion) 

• Power: Benefits ($5.7 billion) 

• Flood Control: SPA costs ($5.3 billion) 

• Water Quality: Benefits ($1.5 billion) 

The separable costs across project purposes are as follows: 

• Water Supply: $6.1 billion 

• Power: $4.6 billion 

• Flood Control: $171.4 million 

• Water Quality: $0 

• Recreation: $15.1 million 

• Navigation: $0 

• Fish and Wildlife Enhancement: $0 

The joint cost factors26 (shown under the row titled “Remaining Justifiable Expenditure Percentage 
by Purpose” in Table 10-1) are calculated by dividing the remaining justifiable expenditures for each 
purpose by the total remaining justifiable expenditure. These factors are applied to the joint cost 
pool totaling approximately $6.2 billion (2013 dollars) and are the only numbers from the SCRB 
process that are used in the facility-level allocation presented in Section 10.2. 

• Water Supply: 38.74 percent 

• Power: 9.12 percent 

• Flood Control: 40.64 percent 

• Water Quality: 11.49 percent 

• Recreation: NA 

• Navigation: NA 

• Fish and Wildlife Enhancement: NA 

The total allocation of costs represents the sum of separable and joint costs. The total allocated costs 
across project purposes is as follows (2013 dollars): 

• Water Supply: $8.4 billion 

• Power: $5.1 billion 

• Flood Control: $2.7 billion 

• Water Quality: $710.9 million 

                                                           
26 Total may not sum to 100 percent due to rounding. 
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• Recreation: $15.1 million 

• Navigation: $0 

• Fish and Wildlife Enhancement: $0 
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Table 10-1. SCRB Results – Period 2 (2013 Dollars) 

SCRB Component Water Supply Power Flood Control 

Fish & 
Wildlife 
Enhance-
ment 

Recrea-
tion Navigation 

Water 
Quality Total 

Total Costs to Be Allocated         
Construction        $11,183,353,145  
IDC        $476,904,929  
OM&R        $5,337,474,656  
Total        $16,997,732,730  

Economic Benefits          
Benefits by Purpose $22,702,486,987 $5,723,645,968 $37,992,213,836 $0 $0 $0 $1,457,558,518 $67,875,905,309 

SPA Costs                 

Construction $7,830,971,993  $1,617,562,352  $3,745,324,665  $0  $0  $0  $2,643,732,657  $15,837,591,667  
IDC $310,143,077  $76,621,927  $152,354,756  $0  $0  $0  $106,206,497  $645,326,257  
OM&R $2,831,470,890  $7,681,334,972  $1,429,937,241  $0  $0  $0  $1,343,915,357  $13,286,658,460  
Total $10,972,585,960  $9,375,519,251  $5,327,616,662  $0  $0  $0  $4,093,854,511  $29,769,576,384  

Justifiable Expenditure 1         
Justifiable Expenditure by 
Purpose  

$10,972,585,960  $5,723,645,968 $5,327,616,662  $0  $0  $0  $1,457,558,518  $23,481,407,108 

Separable Costs 2          
Construction $4,456,147,695  $2,034,035,666  $150,111,679  $0  $13,909,811  $0  $0  $6,654,204,851  
IDC $173,427,250  $120,787,985  $7,727,579  $0  $179,740  $0  $0  $302,122,554  
OM&R $1,427,985,394  $2,411,213,297  $13,576,417  $0  $1,051,481  $0  $0  $3,853,826,589  
Total $6,057,560,339  $4,566,036,948  $171,415,675  $0  $15,141,032  $0  $0  $10,810,153,994  

Remaining Justifiable 
Expenditure 3                

Remaining Justifiable 
Expenditure, by Purpose  

$4,915,025,621  $1,157,609,020 $5,156,200,987  $0  $0  $0  $1,457,558,518  $12,686,394,146 

Remaining Justifiable 
Expenditure Percentage 4         
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SCRB Component Water Supply Power Flood Control 

Fish & 
Wildlife 
Enhance-
ment 

Recrea-
tion Navigation 

Water 
Quality Total 

Remaining Justifiable 
Expenditure Percentage, by 
Purpose  

38.74% 9.12% 40.64% 0.00% 0.00% 0.00% 11.49% 100.00% 

Allocation of Joint Costs         
Construction $1,754,705,278 $413,276,176 $1,840,806,651 $0 $0 $0 $520,360,641 $4,529,148,294 
IDC $67,715,062 $15,948,560 $71,037,762 $0 $0 $0 $20,081,009 $174,782,375 
OM&R $574,802,352 $135,380,067 $603,007,244 $0 $0 $0 $170,458,552 $1,483,648,067 
Total $2,397,222,692 $564,604,803 $2,514,851,657 $0 $0 $0 $710,900,202 $6,187,578,736 

Allocation of Total Costs         
Construction $6,210,852,973 $2,447,311,842 $1,990,918,330 $0 $13,909,811 $0 $520,360,641 $11,183,353,597 
IDC $241,142,312 $136,736,545 $78,765,341 $0 $179,740 $0 $20,081,009 $476,904,947 
OM&R $2,002,787,746 $2,546,593,364 $616,583,661 $0 $1,051,481 $0 $170,458,552 $5,337,474,804 
Total $8,454,783,031 $5,130,641,751 $2,686,267,332 $0 $15,141,032 $0 $710,900,202 $16,997,733,348 

1. Lesser of Benefits or SPA Costs 
2. Total Multipurpose Cost minus Multipurpose w/o each purpose 
3. Justifiable Expenditure minus Separable Costs 
4. Also referred to as joint cost allocation factors 
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10.2 Facility-Level Cost Allocation 
To accommodate Reclamation’s ratesetting process, the costs in Period 2 are allocated separately by 
facility. Facility-level cost allocation factors are estimated for each project feature based on separable 
costs for each facility and the allocation of joint costs using the joint cost factors derived from the 
SCRB process. The composite allocation factors (incorporating both separable and joint costs) are 
used to allocate total cost to the authorized purposes for each facility. Costs allocated to the water 
supply and power purposes are then sub-allocated to the applicable sub-purposes for repayment. 
Lastly, the direct assigned costs are allocated to the appropriate repayment category. The Cost 
Allocation Spreadsheet Appendix to this report presents the summary tables that represent the facility-
level allocation for Period 2. 

The development of facility-level cost allocation factors involved several steps. First, the remaining 
joint costs by facility are estimated by subtracting the sum of the separable costs from the total cost 
to be allocated for each facility (Cost Allocation Spreadsheet Appendix, Table 1). The remaining joint 
costs are then allocated to the authorized purposes using the joint cost allocation factors which are 
calculated in the SCRB process (Cost Allocation Spreadsheet Appendix, Table 1). Next, the total allocated 
costs by authorized purposes are estimated for each facility by summing the separable costs and that 
portion of joint costs allocated to the purpose (Cost Allocation Spreadsheet Appendix, Table 2). 

Finally, the composite cost allocation factors are derived by dividing the total cost allocated to each 
purpose by the total cost of the feature (Cost Allocation Spreadsheet Appendix, Table 2). These 
composite factors remain constant for the Period 2 allocation. 

10.3 Sub-Allocation of Costs 
The sub-allocation of water and power costs is necessary to assign costs to the applicable repayment 
category for water ratesetting purposes. Because the ratesetting calculations are based on nominal 
costs, the sub-allocation process uses unindexed costs (Cost Allocation Spreadsheet Appendix, Tables 3, 
4, and 5). To accommodate the sub-allocation process, total unindexed cost for each facility are 
multiplied by the facility-level composite cost allocation factors to distribute the cost among 
authorized purposes (Cost Allocation Spreadsheet Appendix, Tables 6, 7, and 8). Repayment 
responsibilities for costs allocated to the water supply and power purposes are determined through 
the sub-allocation process described below. 

10.3.1 Water Supply Cost Sub-Allocation 
For the Period 2 cost allocation, water supply costs are sub-allocated to the following sub-purposes: 
irrigation, M&I, wildlife refuge, and CVPIA functions.27 The water supply sub-allocation is 
performed on the basis of water use (measured in acre feet). Water supply sub-allocation factors 
                                                           
27 The inclusion of B2 water supply as a water supply sub-purpose is a new concept. B2 releases that were included in 
the water supply purpose relate to releases under excess conditions that could not be recaptured for other purposes, 
such as water quality. In other words, only those B2 releases that flow to the ocean because they could not be used for 
any other purpose were included as part of the water supply purpose. 

A471

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 473 of 601



 

Chapter 10. Cost Allocation Results (Period 2) | 89 

representing water use distributions are estimated for 15 different delivery areas and operational 
contexts (Cost Allocation Spreadsheet Appendix, Table 9). Because Period 2 represents a prospective 
analysis, the water use data is based primarily on CalSim 2 modeling, which reflects 
current/projected operations and regulatory constraints. 

Information on B2 water supplies are derived from CVPIA water accounting records reported by 
the Central Valley Operations (CVO) office. The various water supply sub-allocation distributions 
are assigned to each CVP facility that has a water supply allocation based on location and 
operational considerations. The sub-allocation of water supply costs (construction, IDC, and 
OM&R) by facility are shown in Cost Allocation Spreadsheet Appendix, Tables 10, 11, and 12. 

10.3.1.1 Sub-allocation of Wildlife Refuge and B2 Water Supply Costs 
The water supply sub-allocation involves additional sub-allocation of costs assigned to the wildlife 
refuge and B2 sub-purposes due to differing repayment requirements. Specifically, refuge water 
supply costs are sub-allocated to Level 2 and Incremental Level 4 refuge deliveries. CalSim 2 
provides projected delivery quantities for Level 2 refuge water supplies. Projected Incremental Level 
4 refuge deliveries are estimated based on a 10-year average of historic refuge delivery data. 

Additional consideration of Incremental Level 4 deliveries in the water supply sub-allocation is 
required in order to allocate costs to applicable facilities and to avoid double-counting of water 
across water supply sub-purposes. Incremental Level 4 water delivered by Reclamation is derived 
from non-CVP sources, including project water that was originally allocated to CVP water users but 
subsequently permanently or temporarily assigned or transferred to the refuge program. In cases 
where reimbursable project water is transferred for the purposes of meeting non-reimbursable 
Incremental Level 4 demands, these water supplies are modeled as irrigation and/or M&I deliveries 
in CalSim and the water supply sub-allocation process. This modeling is appropriate because the 
water users are charged and compensated for that water, and it should not be sub-allocated to 
Incremental Level 4. There is non-CVP derived water that utilizes south-of-Delta CVP conveyance 
facilities to meet Incremental Level 4 demands, namely the Delta-Mendota Canal, which is 
accounted for in the water supply sub-allocation process.28 Specifically, it is estimated that 10 
percent of Incremental Level 4 south-of-Delta refuge deliveries are derived from non-CVP sources 
and are conveyed through the Delta-Mendota Canal, which is reflected in the water supply sub-
allocation distributions. 

Costs allocated to Incremental Level 4 refuge water supplies are non-reimbursable and are sub-
allocated 75 percent to the Federal government and 25 percent to the State of California. Costs 
allocated to Level 2 refuge water and B2 water are considered reimbursable in the Period 2 
allocation, thereby assigned to water and power users only. These costs are sub-allocated to 
irrigation, M&I, and commercial power based on the proportion of reimbursable costs across the 
three sub-purposes as shown in Section 10.5, Table 10-2, and the Cost Allocation Spreadsheet Appendix, 
Table 16. The Cost Allocation Spreadsheet Appendix Tables 17, 18, and 19 present the sub-allocation of 
reimbursable refuge and B2 water supply costs. 

                                                           
28 Incremental Level 4 water that comes from north-of-Delta sources does not utilize CVP conveyance facilities. 
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10.3.2 Power Cost Sub-Allocation 
For Period 2, costs allocated to the power purpose are sub-allocated between commercial power and 
project use energy. Power costs that are sub-allocated to the PUE function are subject to the water 
supply sub-allocation process described above in Section 10.3.1. The power sub-allocation in Period 
2 is based on LTGEN modeling results which are derived from CalSim 2 output, accounting for 
adjustments for the San Luis Unit.29 

The power sub-allocation utilizes one uniform sub-allocation distribution across all power facilities 
based on system-wide power generation and use with one exception.30 Specifically, average annual 
project use energy consumption (minus San Luis Unit generation) is estimated to be 1,033.71 GWh, 
and average annual CVP power generation is estimated to be 4,514.60 GWh resulting in the 
following power sub-allocation factors: commercial power (77.103%) and PUE (22.897%).31 The 
average annual PUE is the total energy use at the pumping plant minus the generation of the San 
Luis Unit. The average annual CVP power generation is the at-plant generation minus regeneration 
by the San Luis Unit and estimated transmission losses. The sub-allocation factors are calculated 
using the following equations: 

𝑷𝑷𝑷𝑷𝑷𝑷 𝑺𝑺𝑺𝑺𝑺𝑺⎼𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂 𝑭𝑭𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝑭𝑭 =
𝑻𝑻𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂 𝑷𝑷𝑼𝑼𝑼𝑼 𝒂𝒂𝒂𝒂 𝑷𝑷𝑺𝑺𝑷𝑷𝑷𝑷𝒂𝒂𝒂𝒂𝑷𝑷 𝑷𝑷𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂 − 𝑺𝑺𝒂𝒂𝒂𝒂 𝑳𝑳𝑺𝑺𝒂𝒂𝑼𝑼 𝑷𝑷𝒂𝒂𝒂𝒂𝒂𝒂 𝑮𝑮𝑼𝑼𝒂𝒂𝑼𝑼𝑭𝑭𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂

𝑻𝑻𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂 𝑪𝑪𝑪𝑪𝑷𝑷 𝑮𝑮𝑼𝑼𝒂𝒂𝑼𝑼𝑭𝑭𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂 − 𝑻𝑻𝑭𝑭𝒂𝒂𝒂𝒂𝑼𝑼𝑷𝑷𝒂𝒂𝑼𝑼𝑼𝑼𝒂𝒂𝒂𝒂𝒂𝒂 𝑳𝑳𝒂𝒂𝑼𝑼𝑼𝑼𝑼𝑼𝑼𝑼
 

𝑪𝑪𝒂𝒂𝑷𝑷𝑷𝑷𝑼𝑼𝑭𝑭𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂 𝑷𝑷𝒂𝒂𝑷𝑷𝑼𝑼𝑭𝑭 𝑺𝑺𝑺𝑺𝑺𝑺⎼𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂 𝑭𝑭𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝑭𝑭 = 𝟏𝟏 − 𝑷𝑷𝑷𝑷𝑷𝑷 𝑺𝑺𝑺𝑺𝑺𝑺⎼𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂 𝑭𝑭𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝒂𝑭𝑭 

The sub-allocation of power costs by facility is shown in Cost Allocation Spreadsheet Appendix Tables 
13, 14, and 15. 

10.4 Allocation of Direct Assigned Costs 
Direct assigned costs are incorporated into the cost allocation after the water supply and power sub-
allocation is completed. Only direct assigned costs that are plant-in-service (i.e., construction) are 
assigned to sub-purposes. Estimates of IDC and OM&R are not developed for direct assigned costs. 
Direct assigned costs are designated as either reimbursable or non-reimbursable based on legislation 
and/or agreements (see Section 3.3). The sub-allocation of direct assigned costs by facility is shown 
in Cost Allocation Spreadsheet Appendix Table 20. Direct assigned costs categorized as reimbursable are 
further sub-allocated to the reimbursable sub-purposes based on the distribution of reimbursable 
construction costs shown in Section 10.5 (Table 10-2). 

                                                           
29 For the purposes of the Period 2 allocation, power generation at O’Neill and Giannelli pump-generation facilities in 
the San Luis Unit (117.038 GWh annually) was removed from power sub-allocation calculations because these facilities 
serve the water supply purpose only. 
30 The costs associated with the Pacific Alternating Current Intertie (PACI) transmission system is sub-allocated 100 
percent to commercial power. 
31 The calculated sub-allocation factors will be replaced during the implementation phase using real-time data. LTGEN 
results are not adjusted by the process described in Chapter 7.7.1.2 and the Economic Benefits Analysis Appendix for the 
calculation of CVP energy generation economic benefits. 
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10.5 Sub-Allocation of Reimbursable Costs 
Reimbursable costs are allocated only to the three reimbursable sub-purposes (i.e., irrigation, M&I, 
and commercial power). In these cases, the sub-allocation follows the distribution of costs across the 
three sub-purposes through the water supply and power sub-allocation process. Separate 
distributions of reimbursable costs for construction, IDC, and OM&R costs are shown in Table 
10-2. 

Table 10-2. Reimbursable Purpose Allocation Percentages (Nominal Dollars) 

Sub-
Purpose 

Construction 
($) 

Construction 
(%) 

IDC  
($) 

IDC  
(%) 

OM&R  
($) 

OM&R  
(%) 

Irrigation $990,835,007 58.7% $71,523,621 57.2% $2,007,374,630 46.4% 

M&I $131,817,462 7.8% $8,045,878 6.4% $319,563,407 7.4% 

Commercial 
Power 

$566,051,934 33.5% $45,491,632 36.4% $1,997,332,755 46.2% 

Total $1,688,704,403 100.0% $125,061,131 100.0% $4,324,270,792 100.0% 

10.5.1 Allocation of Reimbursable SOD Costs 
The allocation of SOD costs is defined by legislation. Specifically, 85 percent of SOD costs are non-
reimbursable and 15 percent are reimbursable. Reimbursable SOD costs in Period 2 do not follow 
reimbursable cost distributions in Table 10-2. Instead, these costs follow the cost allocation factors 
for the appurtenant facility from the existing Period 1 allocation to distribute costs among the water 
supply and power purposes (see Section 5.10 for more information). Water supply costs are further 
sub-allocated using the Period 2 water supply sub-allocation factors (Cost Allocation Spreadsheet 
Appendix, Table 9) and all power costs are allocated to commercial power. The allocation of 
reimbursable SOD costs is presented in Cost Allocation Spreadsheet Appendix, Table 21. 

10.6 Cost Allocation Summary (Period 2) 
The results of the Period 2 cost allocation, including the water supply and power sub-allocation and 
assignment of direct assigned costs and repayment contracts is presented in Table 10-3. Table 10-3 
focuses on the allocation of construction costs only. The allocation of estimated IDC and OM&R 
costs at the facility level are presented in the appendix; however, these costs are not presented here 
because they have been estimated for the purpose of the SCRB analysis only and do not represent 
actual costs subject to repayment.32 

                                                           
32 Reimbursable IDC will be re-calculated for Period 2 based on the results on the Period 2 construction allocation (see 
Section 12.3.2). OM&R costs that are included in water rates are projected costs that are estimated annually; these costs 
will be allocated pursuant to the CAS results (refer to Section 12.4). 
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Table 10-3. Cost Allocation Summary – Period 2 (Nominal Dollars)1 

Cost Category Construction 

Irrigation Water Supply  

Water Supply Sub-Allocation $870,012,164 

Project Use Energy – Power Sub-Allocation $120,822,843 

Refuge Water Supply (Level 2) – Water Supply Sub-Allocation $54,759,215 

B2 Water Supply – Water Supply Sub-Allocation  $2,930,463 

Refuge Water Supply (Level 2) – PUE Sub-Allocation $8,251,601 

SCRB Allocation & Sub-Allocation Sub-Total $1,056,776,286 

Direct Assigned Cost – Safety of Dams $3,017,064 

Direct Assigned Cost – Other  $8,724,372 

Direct Assigned Cost Sub-Total $11,741,436 

Irrigation Total $1,068,517,722 

Municipal and Industrial Water Supply  

Water Supply Sub-Allocation $108,329,815 

Project Use Energy – Power Sub-Allocation $23,487,647 

Refuge Water Supply (Level 2) – Water Supply Sub-Allocation $7,284,986 

B2 Water Supply – Water Supply Sub-Allocation $389,859 

Refuge Water Supply (Level 2) – PUE Sub-Allocation $1,097,765 

SCRB Allocation & Sub-Allocation Sub-Total $140,590,072 

Direct Assigned Cost – Safety of Dams $570,349 

Direct Assigned Cost - Other $1,160,662 

Direct Assigned Cost Sub-Total $1,731,011 

M&I Total $142,321,083 
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Cost Category Construction 

Refuge Water Supply (Non-Reimbursable)   

Refuge Water Supply (Incremental Level 4) – Water Supply Sub-Allocation $539,800 

Refuge Water Supply (Incremental Level 4) – PUE Sub-Allocation $229,974 

Non-Reimbursable Refuge Water Supply Total $769,774 

Commercial Power  

Power Sub-Allocation $566,051,934 

Refuge Water Supply (Level 2) – Water Supply Sub-Allocation $31,283,269 

B2 Water Supply – Water Supply Sub-Allocation $1,674,137 

Refuge Water Supply (Level 2) – PUE Sub-Allocation $4,714,040 

SCRB Allocation & Sub-Allocation Sub-Total $603,723,380 

Direct Assigned Cost – Safety of Dams $1,184,217 

Direct Assigned Cost - Other $4,984,127 

Direct Assigned Cost Sub-Total $6,168,344 

Commercial Power Total $609,891,724 

Flood Control  

Flood Control Total $331,281,759 

Fish and Wildlife Enhancement  

Fish and Wildlife Enhancement Total $0 

Recreation  

Recreation Total $5,742,471 

Navigation  

Navigation Total $0 

Water Quality  

Water Quality Total $89,358,743 
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Cost Category Construction 

Direct Assigned Costs (Non-Reimbursable)  

Federal – Safety of Dams $27,039,235 

Federal - Other $170,655,307 

Direct Assigned Cost – Federal Sub-Total $197,694,542 

State $248,310,255 

Direct Assigned Cost – State Sub-Total $248,310,255 

State & Local $4,467,386 

Direct Assigned Cost – State & Local Sub-Total $4,467,386 

Repayment Contracts  

Irrigation $361,392,079 

M&I $227,656,572 

Commercial Power $8,568,500 

Total Allocated Costs (SCRB) $2,228,242,485 

Total Direct Assigned Costs 2 $470,112,974 

Total Repayment Contracts $597,617,151 

Total Costs for Repayment $3,295,972,610 

1. The table excludes additional repayment obligations and costs not allocated discussed in Section 3.5 
and Section 3.6, respectively. 

2. Direct assigned costs reflect construction costs only and therefore do not match the values reported in 
Section 3.3. 

NA = Not Applicable 
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Chapter 11. Final Cost Allocation (Two-Period 
Merge) 
This chapter presents the results of the final CVP cost allocation which represents the merger of the 
Period 1 allocation (historic allocation) and Period 2 allocation (prospective allocation). The two 
periods are merged based on an equal weighting as outlined in the two cost allocation and two-
period repayment approach (see Section 5.1). The information presented in this chapter for the final 
cost allocation focuses on the allocation of CVP construction cost and the resultant assignment of 
costs for repayment purposes, which will be incorporated into the water ratesetting process. 

The Period 1 allocation is based on the 1975 cost allocation factors and current sub-allocation 
process. Reclamation prepares an annual update to the interim allocation of the CVP for plant-in-
service (construction) and O&M costs. The 2013 annual plant-in-service allocation is the basis for 
the allocation of costs associated with construction and IDC for Period 1.33 The Period 2 allocation 
is based on the prospective analysis of CVP costs and benefits described in this report. The final 
cost allocation is a merge of the Period 1 and Period 2 allocations as described in Chapter 5, Key 
Concepts and Assumptions. 

11.1 Final Cost Allocation Results 

11.1.1 Construction Allocation 
The results of the two-cost allocation and two-period repayment merge of construction costs are 
shown in Table 11-1. The table shows the total allocation for both Period 1 and Period 2, the 
weighted allocation for both periods, and the merger of the two periods that represents the final cost 
allocation. The total costs allocated in each period are equal; however, the costs are distributed 
differently based on different allocation of costs in Period 1 and Period 2. The total of the allocated 
costs in the two cost allocation two-period repayment merger is $3,900,200,339. 

Table 11-1 includes plant-in-service costs that are included in the CAS Facility List as well as other 
costs that are part of the annual CVP cost allocation that are assigned to water and power users for 
repayment. Repayment contracts and additional repayment obligations are not affected by the Period 
2 allocation, and therefore, these costs are fixed across the two periods. Costs not allocated, 
including CVPIA, authorized deferred use and recent Folsom SOD costs, are shown separately in 
Table 11-1. 

 

                                                           
33 The 2013 plant-in-service allocation is used for consistency with the base year (2013) used in the CAS. 
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Table 11-1. Final Cost Allocation (Merge) – Construction (Nominal Dollars) 

Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) 

Final Cost 
Allocation 
(Merge) 

Authorized Purposes & Sub-Purposes      

Water Supply – Irrigation  $1,178,115,286 $1,068,517,722 $589,057,643 $534,258,861 $1,123,316,504 

Water Supply – M&I  $106,873,582 $142,321,083 $53,436,791 $71,160,542 $124,597,333 

Power – Commercial  $674,248,511 $609,891,724 $337,124,256 $304,945,862 $642,070,118 

Flood Control $139,282,872 $331,281,759 $69,641,436 $165,640,880 $235,282,316 

Water Quality $5,607,545 $89,358,743 $2,803,773 $44,679,372 $47,483,145 

Recreation $74,998,433 $5,742,471 $37,499,217 $2,871,236 $40,370,453 

Navigation $6,423,948 $0 $3,211,974 $0 $3,211,974 

Fish & Wildlife Enhancement 1 – – – – – 

Non-Reimbursable (Other)      

Federal $258,046,528 $198,271,873 $129,023,264 $99,135,936 $228,159,200 

State $250,429,656 $248,502,699 $125,214,828 $124,251,349 $249,466,177 

State & Local $4,329,037 $4,467,386 $2,164,519 $2,233,693 $4,398,212 

Repayment Contracts      

Irrigation $361,392,079 $361,392,079 $180,696,040 $180,696,040 $361,392,079 

M&I $227,656,572 $227,656,572 $113,828,286 $113,828,286 $227,656,572 
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Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) 

Final Cost 
Allocation 
(Merge) 

Commercial Power $8,568,500 $8,568,500 $4,274,250 $4,274,250 $8,568,500 

Facility List Sub-Total $3,295,972,549 $3,295,972,610 $1,647,986,277 $1,647,986,307 $3,295,972,584 

Additional Repayment Obligations      

Repayment Obligations – USACE      

Irrigation $19,686,165 $19,686,165 $9,843,083 $9,843,083 $19,686,166 

M&I $447,937 $447,937 $223,969 $223,969 $447,938 

WAPA Retired Assets      

Irrigation $8,464,815 $8,464,815 $4,232,408 $4,232,408 $8,464,816 

M&I $1,207,155 $1,207,155 $603,578 $603,578 $1,207,156 

Commercial Power $35,649,679 $35,649,679 $17,824,840 $17,824,840 $35,649,680 

Non-Reimbursable (Federal) $213,468 $213,468 $106,734 $106,734 $213,468 

Non-Reimbursable (State) $16,115 $16,115 $8,058 $8,058 $16,116 

CA-OR Transmission Project $20,282,786 $20,282,786 $10,141,393 $10,141,393 $20,282,786 

Additional Repayment Obligations 
Sub-Total 

$85,968,120 $85,968,120 $42,984,063 $42,984,063 $85,968,126 

Costs Not Allocated      

Authorized Deferred Use $56,875,000 $56,875,000 $28,437,500 $28,437,500 $56,875,000 
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Type of Cost Period 1 Period 2 Period 1 (50%) Period 2 (50%) 

Final Cost 
Allocation 
(Merge) 

CVPIA $340,872,120 $340,872,120 $170,436,060 $170,436,060 $340,872,120 

Folsom SOD – Not in Repayment $120,512,509 $120,512,509 $60,256,255 $60,256,255 $120,512,510 

Costs Not Allocated Sub-Total $518,259,629 $518,259,629 $259,129,815 $259,129,815 $518,259,629 

Total Cost $3,900,200,298 $3,900,200,359  $1,950,100,154  $1,950,100,185  $3,900,200,339  

1. Fish and wildlife mitigation costs are allocated to applicable categories for repayment, including non-reimbursable costs 
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11.1.2 IDC Allocation 
The merge of IDC costs for repayment purposes is shown in Table 11-2. IDC subject to repayment 
is different than estimated IDC used in the SCRB analysis and reflects actual IDC in the CVP 
financial records. IDC estimated for the CAS and SCRB analysis is at the appraisal level, and IDC 
for repayment in Period 2 will be calculated during implementation in accordance with Reclamation 
accounting guidelines. The merger of IDC costs will be completed after the final cost allocation is 
complete and IDC is calculated for Period 2 based on the methodology presented in Section 12.3.2. 

The values presented in Table 11-2 includes non-reimbursable IDC costs. Non-reimbursable IDC is 
associated with the New Melones Unit ($27.0 million) and the San Felipe Division ($4.1 million). 
For the New Melones Unit, these costs are direct assigned as non-reimbursable because Reclamation 
does not charge IDC on irrigation costs; and for the San Felipe Division, these costs are direct 
assigned as non-reimbursable pursuant to an agreement between Reclamation and water contractors. 
Additional information on non-reimbursable IDC costs is presented in Section 3.3. Non-
reimbursable IDC costs will remain fixed across Period 1 and Period 2 and are not subject to 
repayment. 

Table 11-2. Final Cost Allocation (Merge) – IDC1,2 

Category 
Period 1 
(Total) 

Period 2 
(Total) 

Period 1 
(50%) 

Period 2 
(50%) 

Final Cost 
Allocation 
(Merge) 

M&I $5,606,224 TBD $2,803,112 TBD TBD 

Commercial Power $54,755,940 TBD $27,377,970 TBD TBD 

Non-Reimbursable 3 $31,114,589 $31,114,589 $15,557,295 $15,557,295 $31,114,589 

Repayment 
Contracts – M&I 4 

$35,778,896 $35,778,896 $17,889,448 $17,889,448 $35,778,896 

Repayment 
Contracts – 
Commercial Power 4 

$411,801 $411,801 $205,901 $205,901 $411,801 

Total $127,255,650 TBD $63,627,825 TBD TBD 

1. Includes IDC for both Reclamation and WAPA facilities 
2. Excludes IDC associated with CVPIA facilities and Folsom SOD (Not in Repayment) 
3. This value represents IDC that is included in the CVP Financial Statements but has been direct assigned 

as non-reimbursable based on legislation and/or agreement. 
4. IDC associated with repayment contracts will remain fixed across Period 1 and Period 2. 
 TBD = To be determined 
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11.1.3 OM&R Allocation 
The allocation of OM&R costs is not subject to the two-period merger because they reflect 
prospective costs only. Reclamation will continue to allocate OM&R costs annually using the results 
of the Period 2 allocation only. Additional information related to the methodology that will be used 
to allocate projected OM&R costs is presented in Section 12.4. 

11.1.4 Summary of Repayment Obligations 
The summary of repayment obligations for construction costs is presented in Table 11-3. 
Repayment obligations shown in Table 11-4 reflect the costs allocated (and sub-allocated) to 
reimbursable and non-reimbursable purposes in Period 1, Period 2, and the final cost allocation. The 
breakdown of construction costs allocated across reimbursable sub-purposes is shown in Table 11-4. 
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Table 11-3. Summary of Repayment Obligations – Construction (Excludes IDC and OM&R) 

Category Period 1 ($) 
Period 1 
(%) Period 2 ($) 

Period 2 
(%) 

Period 2 
(Change 
from P1) 

Final Cost 
Allocation 
($) 

Final Cost 
Allocation 
(%) 

Final Cost 
Allocation 
(Change 
from P1) 

Irrigation $1,206,266,266  30.93% $1,096,668,702 28.12% ($109,597,564) $1,151,467,486 29.52% ($54,798,780) 

M&I $108,528,674  2.78% $143,976,175 3.69% $35,447,501  $126,252,427 3.24% $17,723,753  

Commercial Power $730,180,976  18.72% $665,824,189 17.07% ($64,356,787) $698,002,584 17.90% ($32,178,392) 

Repayment Contracts $597,617,151  15.32% $597,617,151 15.32% $0  $597,617,152 15.32% $0 

Non-reimbursable $739,347,602  18.96% $877,854,513 22.51% $138,506,911  $808,601,061 20.73% $69,253,459  

CVPIA $340,872,120  8.74% $340,872,120 8.74% $0  $340,872,120 8.74% $0  

Authorized Deferred Use $56,875,000  1.46% $56,875,000 1.46% $0  $56,875,000 1.46% $0  

SOD – Not in Repayment $120,512,509  3.09% $120,512,509 3.09% $0  $120,512,509 3.09% $0  

Total $3,900,200,298  100.00% $3,900,200,359 100.00% NA $3,900,200,339 100.00% NA 

P1 = Period 1 
SOD = Safety of Dams 
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Table 11-4. Reimbursable Cost Distribution – Construction (Excludes IDC and OM&R) 

Category1 Period 1 ($) Period 1 (%) Period 2 ($) Period 2 (%) Final Cost Allocation ($) Final Cost Allocation (%) 

Irrigation $1,206,266,266  58.99% $1,096,668,702 57.52% $1,151,467,486 58.28% 

M&I $108,528,674  5.31% $143,976,175 7.55% $126,252,427 6.39% 

Commercial Power $730,180,976  35.71% $665,824,189 34.92% $698,002,584 35.33% 

Total $2,044,975,916  100.00% $1,906,469,066 100.00% $1,975,722,497 100.00% 

1. Values presented in this table do not include repayment contracts. 
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Chapter 12. Implementation of the Final Cost 
Allocation 
This chapter presents the proposed approach for implementing the final cost allocation in the 
context of the CVP water ratesetting and power repayment processes. 

12.1 Cost Allocation and Repayment 
The primary purpose of cost allocation is to determine the assignment of costs to project 
beneficiaries for repayment. As repayment requirements differ by law among the authorized 
purposes served by a project, a systematic and impartial process of allocation is required to quantify 
and assign those costs that are clearly associated with a particular purpose, and to equitably 
apportion the remaining joint costs that serve multiple purposes. The cost allocation process is the 
basis for assigning costs to project beneficiaries for repayment. 

Allocated costs and estimated repayment must be determined independently. Costs are not to be 
allocated to a particular purpose based on the ability (or inability) of certain beneficiaries to repay 
allocated costs. All project purposes are to receive an equitable share of the efficiencies (and cost 
savings) provided of a multipurpose project. Therefore, all purposes should receive comparable 
treatment in the cost allocation process. 

Project costs have been allocated to reimbursable and non-reimbursable purposes as presented in 
Chapter 11, Final Cost Allocation (Two Period Merge) (see Table 11-4). The reimbursable costs in the 
final cost allocation serve as the foundation for assigning water costs for repayment through the 
CVP water ratesetting process and establishing power repayment obligations. 

12.2 CVP Water Ratesetting Policy 
The water ratesetting process is used to calculate water service rates that recover the Federal 
investment in constructing and operating and maintaining the CVP. The legislation guiding the 
recovery of the Federal investment through water service rates is the Reclamation Project Act of 
1939 (Act). Water service contracts are authorized under Sections 9c(2) and 9e of the Act for M&I 
and irrigation water, respectively. Water service contracts are used in cases like the CVP where there 
are a wide range of multipurpose facilities serving different purposes and beneficiaries (contractors). 
For water contractors, costs are allocated to and recovered from beneficiaries based on the amount 
of water received (i.e., water service). The basic unit of measurement for water deliveries, and thus 
cost recovery, is acre-feet of water. 

For water service contracts, the Act requires the Secretary of the Interior to establish water rates for 
the sale of water to “produce revenue at least sufficient to cover annual O&M costs and the 
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appropriate share of fixed charges (construction costs) of the project.” Reclamation has broad 
discretion under the Act for developing and implementing ratesetting policies. Formal water 
ratesetting policies are in place for the CVP. Specifically, Reclamation has the following two 
ratesetting policies which together apply to over 200 water service contractors within the CVP: 

• The CVP Irrigation Ratesetting Policy (Reclamation 1988) 

• The Interim CVP M&I Ratesetting Policy (Reclamation 1993) 

To facilitate the CVP water ratesetting process, an allocation of construction (plant-in-service) cost 
is performed annually, which assigns costs to the water supply sub-purposes of irrigation and M&I. 
Generally, construction costs are to be recovered over 50 years. The majority of CVP facilities 
currently in place have costs that are recoverable through 2030. Costs are recovered through water 
rates based on cost pools. The following cost pools are used in the CVP: storage, conveyance, 
conveyance pumping, and CVP-wide costs. 

There are also facility costs attributed to PUE which is allocated further to storage, conveyance 
pumping, and direct pumping cost pools based on the energy utilized over a 50-year period. Each 
cost pool is pro-rated across water contractors that benefit from the service based on chargeable 
water over the 50-year period. 

Generally, O&M water rates are also based on cost pools. For O&M, the two main cost pools are 
storage and water marketing. Similar to construction, an annual O&M allocation is prepared that 
assigns costs to project purposes, and costs allocated to irrigation and M&I are ultimately assigned 
to cost pools and divided by the estimated water deliveries to develop an estimated water rate 
($/AF) for that year. Subsequently, the estimated costs are trued up to determine the allocation of 
actual O&M costs in each cost pool. The total reimbursable cost in each cost pool is pro-rated 
among the water contractors required to pay for that service based on actual chargeable water. 

12.3 Project Repayment (Construction & IDC Costs) 

12.3.1 Construction Costs 
The CVP plant-in-service (construction) allocation is prepared annually to reflect changes in CVP 
construction costs and sub-allocation processes that vary year to year. The results of the final cost 
allocation presented in Chapter 11 is representative of 2013 plant-in-service (construction) costs and 
water supply and power sub-allocation distributions developed as part of this study that are based on 
modeled conditions. However, when the final cost allocation is implemented annually, Reclamation 
will apply the final cost allocation results to current costs and operational conditions that are in 
effect at the time the annual plant-in-service allocation is prepared taking into consideration 
applicable ratesetting and Reclamation policy. 
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12.3.2 IDC Costs 
IDC subject to repayment will be re-calculated for the Period 2 allocation34. The re-calculation of 
IDC in Period 2 is required to reflect the new cost allocation factors, specifically the allocation of 
costs to M&I and commercial power, which are the only two sub-purposes that are assigned 
reimbursable IDC. The process that will be used to re-calculate IDC in Period 2 will take into 
consideration applicable ratesetting and Reclamation policy. Once IDC is re-calculated for Period 2, 
it will be merged with the IDC in Period 1 (which is fixed) for inclusion in CVP water rates and 
power repayment obligations. 

12.4 Cost Recovery (OM&R Costs) 
For the purposes of the SCRB analysis, estimated OM&R costs were developed; however, these 
costs are not used in the ratesetting process. For ratesetting purposes, the annual CVP OM&R 
allocation is prepared separately from the plant-in-service (construction) allocation and represents a 
prospective analysis that covers projected OM&R costs for the subsequent fiscal year. The annual 
OM&R cost projections are derived from the budget prepared for the MP Region annually. 
Projected OM&R costs are ultimately reconciled to actual OM&R expenses after they become 
available 

The structure of the OM&R cost allocation is different than the plant-in-service allocation. The 
plant-in-service allocation is based primarily on CVP facility costs, while the OM&R allocation not 
only covers ongoing costs associated with CVP facilities, it also covers more generalized OM&R 
costs. 

After the final cost allocation is implemented, the allocation of annual OM&R costs will be based on 
the Period 2 allocation to the extent practicable. The allocation is intended to represent current 
operating conditions of the CVP. Specifically, the facility-level cost allocation factors from the 
Period 2 allocation will be applied to facility-level OM&R costs where applicable. For more 
generalized OM&R costs, appropriate cost allocation factors will be developed consistent with cost 
allocation principles, Reclamation policy, and applicable laws and regulations. 

12.5 Future CVP Investments 
Future investments in the CVP, such as CALFED projects, are currently being considered under the 
WIIN Act (PL 114-322). In the event that a future investment will be accompanied with outstanding 
repayment obligations, the feasibility report for such investment will provide a cost allocation for 
repayment of such investments. OM&R costs accompanying future investments will be incorporated 
into the OM&R allocation directly or through the cost allocation that accompanies such an 
investment (see CMP 09-04). 

                                                           
34 Reclamation will proportionately change IDC when allocated construction amounts change and proportional 
adjustments are appropriate. Otherwise, IDC will be either based on those computed for the period 2 allocation or 
estimated per IDC policy (FIN 07-21). 
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12.6 Allocation of CVPIA Costs 
Concurrent with the CVP CAS, a reconciliation of CVPIA expenditures is being conducted to 
determine whether CVPIA revenues are sufficient to recover CVPIA expenditures. Section 
3406(b)(4) states that the reimbursable share “shall be allocated among project water and power 
users in accordance with existing project cost allocation procedures.” The allocation of CVPIA costs 
is specified in the BPG. 
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CAS Facility List 
CVP Cost Allocation Study Facility List (FY 2013) 1,2 

In the table below, direct assigned costs (DAC) and costs not allocated3 (CNA) are excluded from SCRB cost allocation. 

Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

CVP (General)          

Centralized 
Water and 
Power System 
Control 

$32,473,924 $0 $0 $0 $0 $0 $0 $32,473,924 $0 

CVP Radio 
Network 

$2,506,417 $0 $0 $0 $0 $0 $0 $2,506,417 $0 

Telemetering 
Equipment 

$130,180 $0 $0 $0 $0 $0 $0 $130,180 $0 

American River 
Division 

         

Carrier 
Current 
Equipment - 
Folsom 

$32,139 $0 $0 $0 $0 $0 $0 $32,139 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Folsom Dam 
& Reservoir, 
Safety of 
Dams (in 
Repayment) 

$26,385,404 $0 $26,385,404 $0 $0 $0 $0 $0 $0 

Folsom Dam 
& Reservoir 

$103,754,844 $0 $0 $0 $0 $0 $0 $103,754,844 $0 

Folsom Dam 
Pumping 
Plant - 
Enhancement 

$3,144,844 $0 $0 $0 $0 $0 $0 $3,144,844 $0 

Folsom 
Powerplant 

$26,598,010 $0 $0 $0 $0 $0 $0 $26,598,010 $0 

Folsom 
Switchyard 
(American 
River Division) 

$1,396,335 $0 $0 $0 $0 $0 $0 $1,396,335 $0 

Nimbus Dam 
& Reservoir 

$6,809,933 $0 $0 $40,000 $0 $0 $0 $6,769,933 $0 

Nimbus Fish 
Protection 
Facility 

$1,239,913 $1,239,913 $0 $0 $0 $0 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Nimbus 
Power Plant 

$6,517,250 $0 $0 $0 $0 $0 $0 $6,517,250 $0 

Nimbus 
Switchyard 

$147,460 $0 $0 $0 $0 $0 $0 $147,460 $0 

Permanent 
Operating 
Facilities - 
Folsom 

$11,635,054 $0 $0 $0 $0 $0 $0 $11,635,054 $0 

Replace 4160 
Feeder Cable 
- Folsom 
Pumps 

$351,247 $0 $0 $0 $0 $0 $0 $351,247 $0 

Replace 
Transformer 
K3A - Folsom 

$1,435,519 $0 $0 $0 $0 $0 $0 $1,435,519 $0 

Security 
Improvements 
- Folsom 

$15,399,932 $0 $0 $15,399,932 $0 $0 $0 $0 $0 

Union Hills 
Reservoir 

$80,000 $0 $0 $0 $0 $0 $0 $80,000 $0 

Auburn-Folsom 
South Unit 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

American 
River 
Pumping 
Station 

$3,589,560 $0 $0 $3,589,560 $0 $0 $0 $0 $0 

Folsom-South 
Canal  

$6,696,654 $0 $0 $0 $0 $0 $2,425,000 $4,271,654 $0 

Folsom-South 
Canal - 
Recreation 
Facilities 

$334,213 $0 $0 $0 $0 $0 $0 $334,213 $0 

No Hands 
Bridge 

$1,192,567 $0 $0 $0 $0 $0 $0 $1,192,567 $0 

Permanent 
Operating 
Facilities - 
Auburn-
Folsom South 

$10,142 $0 $0 $0 $0 $0 $0 $10,142 $0 

Delta Division          

Automated 
Meters 

$678,598 $0 $0 $0 $0 $0 $0 $678,598 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Carrier 
Current 
Equipment - 
Tracy 

$189,212 $0 $0 $0 $0 $0 $0 $189,212 $0 

Clayton Canal $473,804 $0 $0 $0 $0 $0 $0 $473,804 $0 

Colombia 
Mowry 

$911,474 $0 $0 $0 $0 $0 $0 $911,474 $0 

Contra Costa 
Canal 

$5,581,989 $0 $0 $0 $0 $0 $0 $5,581,989 $0 

Contra Costa 
Canal System 
- Deferred 
Maintenance 

$542,664 $0 $0 $0 $0 $0 $0 $542,664 $0 

Contra Costa 
Water District 
- Distribution 
System 

$1,166,455 $0 $0 $0 $0 $1,166,455 $0 $0 $0 

Contra Costa 
Fish Screen 
[PL 102-575, 
Sec. 
3406(b)(5)] 

$30,062,388 $0 $0 $0 $30,062,388 $0 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Contra Costa 
Pumping 
Plant 

$748,821 $0 $0 $0 $0 $0 $0 $748,821 $0 

Contra Loma 
Dam & 
Reservoir 

$4,514,442 $0 $0 $0 $0 $0 $0 $4,514,442 $0 

Contra Loma 
Dam & 
Reservoir - 
Recreation 
Facilities 

$205,367 $0 $0 $0 $0 $0 $0 $205,367 $0 

Delta Cross 
Channel 

$2,990,960 $0 $0 $0 $0 $0 $0 $2,990,960 $0 

Delta-
Mendota 
Canal 

$80,251,070 $0 $0 $0 $0 $0 $0 $80,251,070 $0 

Delta-
Mendota 
Intake 

$1,931,474 $0 $0 $0 $0 $0 $0 $1,931,474 $0 

A495

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 497 of 601



 

CAS Facility List | 113 

Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Delta-
Mendota 
Canal- 
California 
Aqueduct 
Intertie 

$24,399,087 $0 $0 $0 $0 $0 $0 $24,399,087 $0 

Martinez 
Reservoir 

$617,604 $0 $0 $0 $0 $0 $0 $617,604 $0 

Permanent 
Operating 
Facilities - 
Tracy 

$1,209,979 $0 $0 $0 $0 $0 $0 $1,209,979 $0 

Plain View 
Water District 
- Distribution 
System 

$544,760 $0 $0 $0 $0 $544,760 $0 $0 $0 

Shortcut 
Pipeline 

$4,725,196 $0 $0 $0 $0 $0 $0 $4,725,196 $0 

Tracy Fish 
Collection 
Facility - 
Replace 
Transformers 

$18,716 $0 $0 $0 $0 $0 $0 $18,716 $18,716 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Tracy Fish 
Protection 
Facility 

$6,114,254 $6,114,254 $0 $0 $0 $0 $0 $0 $0 

Tracy (Jones) 
Pumping 
Plant 

$25,930,750 $0 $0 $0 $0 $0 $0 $25,930,750 $0 

Tracy 
Switchyard 

$2,561,553 $0 $0 $0 $0 $0 $0 $2,561,553 $0 

Ygnacio Canal $373,012 $0 $0 $0 $0 $0 $0 $373,012 $0 

Ygnacio 
Pumping 
Plant 

$51,194 $0 $0 $0 $0 $0 $0 $51,194 $0 

Friant Division       $0   

Delano-
Earlimart 
Irrigation 
District - 
Distribution 
System 

$10,560,037 $0 $0 $0 $0 $10,560,037 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Exeter 
Irrigation 
District - 
Distribution 
System 

$3,485,126 $0 $0 $0 $0 $3,485,126 $0 $0 $0 

Friant Dam & 
Reservoir 

$30,115,010 $0 $0 $0 $0 $0 $0 $30,115,010 $0 

Friant-Kern 
Canal 

$98,534,937 $0 $0 $0 $0 $0 $0 $98,534,937 $0 

Ivanhoe 
Irrigation 
District - 
Distribution 
System 

$2,150,984 $0 $0 $0 $0 $2,150,984 $0 $0 $0 

Lake 
Woollomes - 
Recreation 
Facilities 

$54,500 $0 $0 $27,250 $0 $0 $0 $27,250 $0 

Lindmore 
Irrigation 
District - 
Distribution 
System 

$4,991,841 $0 $0 $0 $0 $4,991,841 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Lindsay-
Strathmore 
Irrigation 
District - 
Distribution 
System 

$2,248,038 $0 $0 $0 $0 $2,248,038 $0 $0 $0 

Madera Canal $3,780,702 $0 $0 $0 $0 $0 $0 $3,780,702 $0 

Madera 
Irrigation 
District - 
Distribution 
System 

$13,496,356 $0 $0 $0 $0 $13,496,356 $0 $0 $0 

Permanent 
Operating 
Facilities - 
Friant 

$318,852 $0 $0 $0 $0 $0 $0 $318,852 $0 

San Joaquin 
River 
Restoration 
Program 

$452,788 $452,788 $0 $0 $0 $0 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Shafter-
Wasco 
Irrigation 
District - 
Distribution 
System 

$8,366,979 $0 $0 $0 $0 $8,366,979 $0 $0 $0 

South San 
Joaquin 
Municipal 
Utility District 
- Distribution 
System 

$9,227,718 $0 $0 $0 $0 $9,227,718 $0 $0 $0 

Stone Corral 
Irrigation 
District - 
Distribution 
System 

$1,888,000 $0 $0 $0 $0 $1,888,000 $0 $0 $0 

Tea Pot Dome 
Water District 
- Distribution 
System 

$1,665,816 $0 $0 $0 $0 $1,665,816 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Sacramento 
River Division 

         

4-M Water 
District - 
Turnout 

$266,546 $0 $0 $0 $0 $0 $0 $266,546 $0 

Colusa 
County Water 
District - 
Distribution 
System 

$17,077,314 $0 $0 $0 $0 $17,077,314 $0 $0 $0 

Colusa 
County Water 
District - Relift 
Pumping 
Plant 

$12,633,482 $0 $0 $0 $0 $0 $0 $12,633,482 $0 

Colusa Service 
Area - Cortina 
- Relift 
Pumping 
Plant 

$141,792 $0 $0 $0 $0 $0 $0 $141,792 $0 

A501

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 503 of 601



 

CAS Facility List | 119 

Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Colusa Service 
Area - Davis - 
Relift 
Pumping 
Plant 

$180,305 $0 $0 $0 $0 $0 $0 $180,305 $0 

Colusa Service 
Area - Other - 
Relift 
Pumping 
Plant 

$1,949 $0 $0 $0 $0 $0 $0 $1,949 $0 

Corning Canal $5,762,097 $0 $0 $10,805 $0 $0 $0 $5,751,292 $0 

Corning Canal 
Pumping 
Plant 

$2,529,063 $0 $0 $0 $0 $0 $0 $2,529,063 $0 

Corning 
Water District 
- Relift 
Pumping 
Plant 

$2,779,835 $0 $0 $0 $0 $0 $0 $2,779,835 $0 

Corning 
Water District 
- Distribution 
System 

$3,866,292 $0 $0 $0 $0 $3,866,292 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Dunnigan 
Water District 
- Distribution 
System 

$6,822,123 $0 $0 $0 $0 $6,822,123 $0 $0 $0 

Dunnigan 
Water District 
- Relift 
Pumping 
Plant 

$1,700,384 $0 $0 $0 $0 $0 $0 $1,700,384 $0 

Glenn Valley 
Water District 
- Relift 
Pumping 
Plant 

$1,048,845 $0 $0 $0 $0 $0 $0 $1,048,845 $0 

Glide 
Irrigation 
District - Relift 
Pumping 
Plant 

$1,077,496 $0 $0 $0 $0 $0 $0 $1,077,496 $0 

Kanawha 
Water District 
- Relift 
Pumping 
Plant 

$2,753,824 $0 $0 $0 $0 $0 $0 $2,753,824 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

La Grande 
Water District 
- Turnout 

$244,897 $0 $0 $0 $0 $0 $0 $244,897 $0 

Orland-Artois 
Water District 
- Distribution 
System 

$23,702,915 $0 $0 $0 $0 $23,702,915 $0 $0 $0 

Orland-Artois 
Water District 
- Relift 
Pumping 
Plant 

$7,496,789 $0 $0 $0 $0 $0 $0 $7,496,789 $0 

Permanent 
Operating 
Facilities - 
Arbuckle 

$1,775,258 $0 $0 $0 $0 $0 $0 $1,775,258 $0 

Permanent 
Operating 
Facilities - 
Red Bluff 

$59,410 $0 $0 $0 $0 $0 $0 $59,410 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Permanent 
Operating 
Facilities - 
Red Bluff 
Suboffice 

$3,802,995 $0 $0 $0 $0 $0 $0 $3,802,995 $0 

Permanent 
Operating 
Facilities - 
Willows 

$390,730 $0 $0 $0 $0 $0 $0 $390,730 $0 

Permanent 
Operating 
Facilities - 
Willows 
Suboffice 

$966,294 $0 $0 $0 $0 $0 $0 $966,294 $0 

Pilot Research 
Pumping 
Plant [PL 102-
575, Sec. 
3406(b)(10)]  

$20,858,214 $0 $0 $0 $19,809,945 $0 $0 $1,048,269 $0 

Proberta 
Water District 
- Relift 
Pumping 
Plant 

$172,158 $0 $0 $0 $0 $0 $0 $172,158 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Red Bluff 
Diversion 
Dam 

$10,718,478 $1,759,344 $0 $0 $0 $0 $0 $8,959,134 $1,631,189 

Red Bluff 
Pumping 
Plant 

$178,174,932 $0 $0 $0 $178,174,932 $0 $0 $0 $0 

Tehama-
Colusa Canal 

$205,461,879 $39,298,924 $0 $3,500 $0 $0 $54,450,000 $111,709,455 $26,510,321 

Westside 
Water District 
- Relift 
Pumping 
Plant 

$7,002,377 $0 $0 $0 $0 $0 $0 $7,002,377 $0 

San Felipe 
Division 

         

Archeological 
Studies 

$104,509 $0 $0 $104,509 $0 $0 $0 $0 $0 

Coyote 
Pumping 
Plant 

$18,167,013 $0 $0 $1,816,701 $0 $16,350,312 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Coyote 
Pumping 
Plant - 115 kv 
line 

$2,146,829 $0 $0 $214,683 $0 $1,932,146 $0 $0 $0 

Fish & 
Wildlife 
Facility - San 
Felipe 

$334,939 $0 $0 $33,494 $0 $301,445 $0 $0 $0 

Hollister 
Canal and 
Conduit 

$28,830,368 $0 $0 $2,883,037 $0 $25,947,331 $0 $0 $0 

Pacheco 
Conduit 

$33,024,632 $0 $0 $3,302,463 $0 $29,722,169 $0 $0 $0 

Pacheco 
Pumping 
Plant 

$33,400,837 $0 $0 $3,340,084 $0 $30,060,753 $0 $0 $0 

Pacheco 
Substation 

$266,383 $0 $0 $26,638 $0 $239,745 $0 $0 $0 

Pacheco 
Tunnel 

$83,664,404 $0 $0 $8,366,440 $0 $75,297,964 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Permanent 
Operating 
Facilities - San 
Felipe 

$260,247 $0 $0 $26,025 $0 $234,222 $0 $0 $0 

San Benito 
County 
Recreation 
Facilities 

$257,568 $0 $0 $128,784 $0 $0 $0 $128,784 $0 

San Justo 
Dam & 
Reservoir 

$48,102,786 $0 $0 $4,810,279 $0 $43,292,507 $0 $0 $0 

Santa Clara 
Tunnel & 
Conduit 

$75,398,296 $0 $0 $7,539,830 $0 $67,858,467 $0 $0 $0 

Security 
Improvements 
- San Felipe 

$247,305 $0 $0 $247,305 $0 $0 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

San Joaquin 
Division 

         

San Luis Unit - 
Land 
Retirement 
[PL 102-575, 
Sec. 
3408(h)(1)] 

$2,365,332 $0 $0 $0 $2,365,332 $0 $0 $0 $0 

SJBAP Open 
Lateral & 
Newman 
Canal [PL 102-
575, Sec. 
3406(d)] 

$5,263,176 $0 $0 $0 $5,263,176 $0 $0 $0 $0 

SJBAP-Bear 
Creek [PL 
102-575, Sec. 
3406(d)] 

$13,083,844 $0 $0 $0 $13,083,844 $0 $0 $0 $0 

SJBAP-IL4 [PL 
102-575, Sec. 
3406(d)] 

$2,674,866 $0 $0 $0 $2,674,866 $0 $0 $0 $0 

San Luis Unit          
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Arroyo 
Pasajero 

$373,273 $0 $0 $205,300 $0 $0 $0 $167,973 $0 

City of Huron 
- Distribution 
System 

$76,012 $0 $0 $0 $0 $76,012 $0 $0 $0 

Coalinga 
Canal 

$8,670,356 $0 $0 $0 $0 $0 $0 $8,670,356 $0 

Dos Amigos 
Pumping 
Plant 

$31,878,063 $0 $0 $17,485,606 $0 $0 $0 $14,392,457 $0 

Dos Amigos 
Switchyard 

$594,700 $0 $0 $323,883 $0 $0 $0 $270,817 $0 

Fish & 
Wildlife 
Facility - San 
Luis 

$48,900 $0 $0 $26,895 $0 $0 $0 $22,005 $22,005 

Lemoore NAS 
- Distribution 
System 

$1,139,037 $0 $0 $0 $0 $1,139,037 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Little Panoche 
Creek 
Detention 
Dam & 
Reservoir 

$3,789,791 $0 $0 $2,075,795 $0 $0 $0 $1,713,997 $0 

Little Panoche 
Creek 
Detention 
Dam & 
Reservoir 
(Safety of 
Dams) 

$14,524 $0 $6,536 $7,988 $0 $0 $0 $0 $0 

Los Banos 
Creek 
Detention 
Dam & 
Reservoir 

$5,144,073 $0 $0 $1,419,032 $0 $0 $0 $3,725,041 $0 

Los Banos 
Creek 
Detention 
Dam & 
Reservoir 
(Safety of 
Dams) 

$23,964 $0 $10,784 $13,180 $0 $0 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Los Banos 
Creek 
Detention 
Dam & 
Reservoir - 
Recreation 
Facilities 

$17,074 $0 $0 $9,391 $0 $0 $0 $7,683 $0 

Los Banos 
Substation - 
70 kv Breaker 

$428,450 $0 $0 $0 $0 $0 $0 $428,450 $0 

O'Neill Dam, 
Forebay & 
Wasteway 

$8,424,155 $0 $0 $4,620,058 $0 $0 $0 $3,804,097 $0 

O'Neill Dam, 
Forebay & 
Wasteway 
(Safety of 
Dams) 

$12,018,091 $0 $5,408,141 $6,609,950 $0 $0 $0 $0 $0 

O'Neill Dam, 
Forebay & 
Wasteway - 
Recreation 
Facilities 

$3,632,540 $0 $0 $1,997,897 $0 $0 $0 $1,634,643 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

O'Neill 
Pumping 
Plant 

$11,345,364 $0 $0 $0 $0 $0 $0 $11,345,364 $0 

O'Neill 
Pumping 
Plant Intake 
Channel 

$1,591,809 $0 $0 $0 $0 $0 $0 $1,591,809 $0 

O'Neill 
Pumping 
Plant 
Switchyard 

$212,474 $0 $0 $0 $0 $0 $0 $212,474 $0 

Permanent 
Operating 
Facilities - San 
Luis 

$230,708 $0 $0 $0 $0 $0 $0 $230,708 $0 

Permanent 
Operating 
Facilities - 
State-Federal 

$8,717,720 $0 $0 $4,794,746 $0 $0 $0 $3,922,974 $0 

Pleasant 
Valley 
Pumping 
Plant 

$9,638,101 $0 $0 $0 $0 $0 $0 $9,638,101 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

San Luis Canal $199,421,183 $0 $0 $109,305,678 $0 $0 $0 $90,115,505 $0 

San Luis Canal 
- Recreation 
Facilities 

$561 $0 $0 $308 $0 $0 $0 $252 $0 

San Luis Canal 
Turnouts 

$18,232,186 $0 $0 $0 $0 $0 $0 $18,232,186 $0 

San Luis Drain $59,188,403 $0 $0 $6,806,851 $0 $0 $0 $52,381,552 $0 

San Luis Relift 
Pumping 
Plant 
(Pleasant 
Valley Water 
District) 

$1,362,467 $0 $0 $0 $0 $0 $0 $1,362,467 $0 

San Luis Relift 
Pumping 
Plant 
(Westlands 
Water District) 

$36,874,636 $0 $0 $0 $0 $0 $0 $36,874,636 $0 

San Luis Dam 
& Reservoir 

$109,409,653 $0 $0 $61,425,431 $0 $0 $0 $47,984,222 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

San Luis Dam 
& Reservoir - 
Recreation 
Facilities 

$3,469,879 $0 $0 $1,908,433 $0 $0 $0 $1,561,446 $0 

San Luis 
Switchyard 

$1,056,316 $0 $0 $574,993 $0 $0 $0 $481,323 $0 

Security 
Improvements 
- San Luis 

$1,380,761 $0 $0 $1,380,761 $0 $0 $0 $0 $0 

W. R. Gianelli 
Pump-
Generating 
Plant 

$67,274,969 $0 $0 $36,889,008 $0 $0 $0 $30,385,961 $0 

Westlands 
Water District 
- Distribution 
System 

$179,157,197 $0 $0 $0 $0 $179,157,197 $0 $0 $0 

Shasta Division          

Carrier 
Current 
Equipment - 
Shasta 

$133,697 $0 $0 $0 $0 $0 $0 $133,697 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Keswick Dam 
[PL 102-575, 
Sec. 
3406(b)(11)] 5 

$13,429,968 $0 $0 $0 $2,581,549 $0 $0 $10,848,418 $0 

Keswick 
Powerplant 

$22,025,521 $0 $0 $0 $0 $0 $0 $22,025,521 $0 

Keswick-Carr 
Microwave 
System 

$3,445 $0 $0 $0 $0 $0 $0 $3,445 $0 

Permanent 
Operating 
Facilities - 
Shasta 

$924,586 $0 $0 $0 $0 $0 $0 $924,586 $0 

Radio Rain 
Gauges 

$643,302 $0 $0 $0 $0 $0 $0 $643,302 $0 

Radio Stream 
Gauges 

$11,145 $0 $0 $0 $0 $0 $0 $11,145 $0 

Security 
Improvements 
- Shasta 

$8,448,434 $0 $0 $8,448,434 $0 $0 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Service Line 
to PCI 
Warehouse - 
Shasta 

$2,251 $0 $0 $0 $0 $0 $0 $2,251 $0 

Shasta - 
Toyon 13.8 KV 
Line 

$40,404 $0 $0 $0 $0 $0 $0 $40,404 $0 

Shasta - Tracy 
230-kv Lines - 
General 

$48,191 $0 $0 $0 $0 $0 $0 $48,191 $0 

Shasta 230-kv 
Switchyard 
(Shasta 
Division) 

$9,364,583 $0 $0 $0 $0 $0 $0 $9,364,583 $0 

Shasta Dam & 
Reservoir [PL 
102-575, Sec. 
3406(b)(6)] 6 

$210,811,334 $0 $0 $0 $86,738,188 $0 $0 $124,073,145 $0 

Shasta 
Powerplant 

$81,833,782 $0 $0 $0 $0 $0 $0 $81,833,782 $0 

Toyon 
Pipeline 

$189,751 $0 $0 $0 $0 $0  $189,751 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Stanislaus 
(East Side) 
Division 

         

New Melones 
Dam & 
Reservoir 

$320,010,647 $0 $0 $17,400,000 $0 $0 $0 $302,610,647 $0 

New Melones 
Powerplant 

$64,211,307 $0 $0 $0 $0 $0 $0 $64,211,307 $0 

New Melones 
RSRCS - Roof 
Adm/Vhl St 

$378,917 $0 $0 $0 $0 $0 $0 $378,917 $0 

Trinity River 
Division 

         

Bella Vista 
Water District 
- Distribution 
System 

$3,332,757 $0 $0 $0 $0 $3,332,757 $0 $0 $0 

Buckhorn 
Dam PL [PL 
102-575, Sec. 
3406(b)(23)] 

$36,993,699 $36,875,799 $0 $0 $117,900 $0 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Clear Creek 
Conveyance 
System 

$4,740,196 $0 $0 $0 $0 $0 $0 $4,740,196 $0 

Clear Creek 
Powerplant 
12-kv Standby 

$16,065 $0 $0 $0 $0 $0 $0 $16,065 $0 

Clear Creek 
Switchyard 

$430,572 $0 $0 $0 $0 $0 $0 $430,572 $0 

Clear Creek 
Tunnel 

$49,952,739 $0 $0 $0 $0 $0 $0 $49,952,739 $0 

Cow Creek 
Conveyance 
System 

$2,700,306 $0 $0 $0 $0 $0 $0 $2,700,306 $0 

CVP Radio 
Network - 
Trinity 
Division 

$54,642 $0 $0 $0 $0 $0 $0 $54,642 $0 

Folsom 
Switchyard 
(Trinity River 
Division) 

$25,500 $0 $0 $0 $0 $0 $0 $25,500 $0 

A519

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 521 of 601



 

CAS Facility List | 137 

Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Judge Francis 
Carr 
Powerhouse 

$42,238,196 $0 $0 $0 $0 $0 $0 $42,238,196 $0 

Lewiston 
Diversion 
Dam 

$3,818,709 $0 $0 $0 $0 $0 $0 $3,818,709 $0 

Lewiston Fish 
Hatchery 

$3,315,736 $3,315,736 $0 $0 $0 $0 $0 $0 $0 

Lewiston 
Powerplant 

$440,687 $0 $0 $0 $0 $0 $0 $440,687 $0 

Lewiston 
Temperature 
Curtain 

$955,214 $955,214 $0 $0 $0 $0 $0 $0 $0 

Permanent 
Operating 
Facilities - 
Trinity 

$355,261 $0 $0 $0 $0 $0 $0 $355,261 $0 

Restoration - 
Lewiston Fish 
Hatchery 

$1,258,074 $1,258,074 $0 $0 $0 $0 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Shasta 230-kv 
Switchyard 
(Trinity River 
Division) 

$290,001 $0 $0 $0 $0 $0 $0 $290,001 $0 

Spring Creek 
Debris Dam & 
Reservoir 

$3,710,490 $0 $0 $0 $0 $0 $0 $3,710,490 $0 

Spring Creek 
Powerplant 

$14,472,195 $0 $0 $0 $0 $0 $0 $14,472,195 $0 

Spring Creek 
Powerplant 
13.8-kv 
Standby 

$28,098 $0 $0 $0 $0 $0 $0 $28,098 $0 

Spring Creek 
Switchyard 

$554,367 $0 $0 $0 $0 $0 $0 $554,367 $0 

Spring Creek 
Tunnel 

$15,155,527 $0 $0 $0 $0 $0 $0 $15,155,527 $0 

Tracy 
Switchyard 

$1,017,640 $0 $0 $0 $0 $0 $0 $1,017,640 $0 

Trinity Dam & 
Reservoir 

$92,703,186 $0 $0 $0 $0 $0 $0 $92,703,186 $0 

A521

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 523 of 601



 

CAS Facility List | 139 

Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Trinity 
Powerplant 

$11,987,121 $0 $0 $0 $0 $0 $0 $11,987,121 $0 

Trinity River 
Basin Action 
Program 

$8,073,092 $8,073,092 $0 $0 $0 $0 $0 $0 $0 

Trinity River 
Restoration 
Project  

$313,445 $0 $0 $0 $0 $0 $0 $313,445 $313,445 

Trinity 
Switchyard 

$384,174 $0 $0 $0 $0 $0 $0 $384,174 $0 

Whiskeytown 
Dam & 
Reservoir 

$17,733,127 $0 $0 $0 $0 $0 $0 $17,733,127 $0 

Whiskeytown 
Temperature 
Curtain 

$2,601,457 $2,601,457 $0 $0 $0 $0 $0 $0 $0 

Wintu 
Pumping 
Plant 

$1,159,763 $0 $0 $0 $0 $0 $0 $1,159,763 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Leased to State 
of California 

         

Los Banos 
Waterfowl 

$40,767 $40,767 $0 $0 $0 $0 $0 $0 $0 

Mendota 
Waterfowl 

$86,147 $86,147 $0 $0 $0 $0 $0 $0 $0 

Merced 
National 
Wildlife 

$185,225 $185,225 $0 $0 $0 $0 $0 $0 $0 

San Luis 
Waste Way 

$88,236 $88,236 $0 $0 $0 $0 $0 $0 $0 

Western 
Facilities 

         

Pacheco 
Pumping 
Plant 
Substation 

$1,337,677 $0 $0 $133,768 $0 $1,203,910 $0 $0 $0 

Coyote 
Pumping 
Plant 
Substation 

$1,824,360 $0 $0 $182,436 $0 $1,641,924 $0 $0 $0 
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Facility 

Plant-in-
Service 
(Total) 

Fish & 
Wildlife 
Activities 
(DAC) 

Safety of 
Dams 
(DAC) 

Other 
(DAC) 

CVPIA 
(CNA) 

Repayment 
Contracts 
(CNA) 

Authorized 
Deferred 
Use (CNA) 

Net Costs 
(SCRB) 

Mitigation 
Cost4 

Tracy 
Substation 69 
kv to Delta-
Mendota 
Canal  

$2,464,394 $0 $0 $0 $0 $0 $0 $2,464,394 $0 

Western - 
Other 

$342,476,124 $0 $0 $0 $0 $8,568,500 $0 $333,907,624 $0 

Grand Total $3,693,719,669 $102,344,970 $31,810,865 $335,957,141 $340,872,120 $597,617,151 $56,875,000 $2,228,242,422 $28,495,676 

1. The Cost Allocation Study represents the final cost allocation for CVP facilities subject to the 2030 repayment requirement. It also includes water 
service contracts, repayment contracts, and CVPIA facilities that have post-2030 repayment obligations. Costs for these facilities would be 
incorporated in the updated allocation resulting from the final CVP Cost Allocation Study but would continue to have separate repayment terms. 

2. Excludes interest during construction (IDC). 
3. Excludes Folsom safety-of-dams costs not in repayment ($120,755,310). 
4. Mitigation costs are included as part of the net costs allocated in SCRB. 
5. Includes Keswick Fish Trap – CVPIA ($2,581,549). 
6. Includes Shasta Temperature Control Device - CVPIA ($86,738,188). 
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Key Terms 
• Amortization: Pay off gradually over time by periodic payments of principal and interest. 

• Ancillary services: Energy products used to help maintain grid stability and reliability. These 
services are ordinarily thought of as being transmission-related and not power-related products 
for the purposes of ratesetting and repayment. 

• Appraisal level: A level of accuracy and effort associated with an engineering cost estimating 
technique to estimate the cost of constructing facilities. The estimate is generally acceptable to 
determine the overall magnitude of costs but would not be used to estimate costs for entering 
into contracts. Per Reclamation Directives and Standards FAC 09-01, appraisal level cost 
estimates are used in appraisal reports or the like to determine whether more detailed 
investigations of a potential project are justified. These estimates may be prepared from cost 
graphs, simple sketches, or rough general designs which use the available site-specific design 
data. 

• Authorized purpose: A project purpose authorized by an act of Congress. 

• Base year: The starting point year used to measure relative changes in an economic variable such 
as a general price index. 

• Biological opinion (BO): An opinion issued by a Federal agency whether a proposed action may 
endanger listed species or destroy critical habitat. 

• Capitalization: Converting a schedule of periodic values into a single (annualized) value by 
dividing the payments by a factor which is dependent on the interest rate selected. 

• Capitalized value: The single value developed through the capitalization process. 

• Climate change: A change in the state of the climate identified by using statistical tests, by 
changes in the mean and/or other statistical properties, measured over an extended period, 
typically decades or longer. 

• Construction costs: Costs of constructing physical project features including contract (direct) 
costs, land and land rights, relocation of existing property, clearing and restoring lands, service 
facilities, designs, investigations, project management, and other general project-specific 
expenses. 

• Construction in abeyance: Reclamation construction costs associated with temporarily 
suspended construction activities that Congress has not de-authorized. 
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• Cost allocation: The process of distributing the costs of a multipurpose project among its 
authorized purposes in order to determine actual reimbursable and non-reimbursable costs and 
the basis for assignment of costs to beneficiaries for repayment. 

• Cost sharing: The value of non-Federal partners’ monetary or in-kind contributions and that 
portion of the costs of a federally assisted project or program that is not borne by the Federal 
Government. 

• CVP yield: Water from the Central Valley Project that is available for use. 

• Deferred costs: Costs already incurred but not yet assigned to an authorized project beneficiary 
for repayment because of operation of law or policy. 

• Diminishable facility: A multipurpose facility that can be diminished in size (resized) for a single-
purpose use. 

• Direct assigned costs: Costs that have been directly assigned for repayment (or designated as 
non-reimbursable) based on legislation, policy, and/or agreement and thus not subject to the 
cost allocation process. 

• Economic benefits: The value of project accomplishments measured in monetary terms, which 
is measured by the amount that most people are willing to pay to use a given quantity of a good 
or service or the smallest amount that most people are willing to accept to forego the use of a 
given quantity of a good or service. 

• Economic life: The period during which an asset is expected to yield a return. 

• Financially integrated: The CVP is financially integrated in that repayment is applied to the total 
cost of the project and not individual project features. 

• Gross Domestic Product (GDP): The total output of goods and services produced within a 
given country in a particular time period. 

• Hydropower: Electric power generated whenever water impounded by a dam is routed through 
the penstocks and then spun through turbines. It can also be generated in run of the river 
situations when it flows through in-stream facilities. 

• Implicit price deflator (also referred to GDP deflator): A measure of price inflation/deflation 
with respect to a specific base year calculated as the ratio of nominal GDP relative to real GDP. 

• Incremental costs: Costs added to a plan to accommodate the addition of a purpose or objective, 
or for increasing the scale of service to one or more purposes. 

• Incremental Level 4 water: The additional increment of water above Level 2 required for optimal 
wetland habitat management. 
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• Joint cost: Costs which serve more than one, and often several purposes or objectives measured 
as the difference between the total cost of the project and the separable costs across all project 
purposes. 

• Joint cost factors (also referred to as remaining justifiable expenditure factors): The percentage 
of remaining joint costs distributed among each project purpose. 

• Justifiable expenditure: The maximum amount of costs to be allocated to a project purpose and 
is the lesser of benefits attributable to a purpose and the cost of a hypothetical single-purpose 
alternative project generating the same level of benefits. 

• Land fallowing: Leaving farmland unplanted for a season. 

• Least cost alternative: An alternative project that will generate the same level of benefits at the 
lowest cost possible. 

• Level 2 refuge water: The historical average refuge water deliveries specified in the 1989 Report. 
It is the baseline water deliveries required for wildlife habitat management. 

• LIDAR: A surveying device that emits pulsed laser light to measure distance, Light Detection 
and Ranging. 

• Long-term generation (LTGEN): A Reclamation-developed model for estimating power 
capacity on a monthly time step. 

• Major cost driver: The material that causes a large change in a facility’s cost. 

• Market price: The price users or consumers may expect to pay to a third-party provider for an 
asset, product, or service. 

• Mitigation: Projects, programs, or activities intended to offset or lessen adverse impacts to fish 
and wildlife resources (and other natural resources) caused by the construction and operation of 
a project. 

• Multipurpose project: A project designed to serve more than one purpose. For example, a dam 
that supplies water for agricultural and domestic uses, provides flood control, and generates 
power. 

• Non-diminishable facility: A multipurpose facility that cannot be reduced in size when 
estimating the single-purpose cost. 

• Opportunity cost: The value of highest valued alternative use of that resource. 

• Optimization model: A method for finding the most cost-effective or highest achievable 
performance under given constraints by maximizing desired factors and minimizing undesired 
one. 
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• Period 1 (first period): Conditions as represented in the 1975 CVP cost allocation update (under 
the two-period allocation/repayment approach). 

• Period 2 (second period): Conditions under current and projected CVP operations and benefits 
(under the two-period allocation/repayment approach). 

• Period of analysis: The period of analysis should be the shorter of (1) the period of time over 
which the plan, project, or activity being analyzed can reasonably be expected to have beneficial 
or adverse effects, or (2) a period of time not to exceed 100 years. In the context of the CAS, it 
represents a prospective 100-year timeframe. 

• Plant-in-service: Facilities that have been completed and provide benefits to the project. 

• PLEXOS: Energy market modeling software that estimates power benefits on an hourly basis. 

• Preference power: The principle that public not-for-profit entities have the “first right” to 
purchase energy and capacity generated at Federal facilities. Generally such not-for-profit entities 
have preference to purchase Federal power at Federal water resource projects. 

• Preference power customers: The not-for-profit entities that under Reclamation law and policy 
have preference and priority to power generated at Federal water resource projects. “First 
preference power customers” are a subset of preference power customers who are entitled to 
preference power because under Reclamation law they are defined as being within a county of 
origin (Trinity, Calaveras, and Tuolumne). 

• Preference power generation: Generation produced from project facilities that is available to be 
marketed to the preference power customers. 

• Present value: Incorporates the concept of the time value of money and measures in today’s 
dollars what the value of receiving a specific amount at some future date assuming a specified 
interest rate. 

• Profit: Revenue generated by selling a product minus all costs of production; also referred to as 
net revenue. 

• Project beneficiaries: The persons or groups who are legislatively authorized to receive benefits 
from the project. 

• Project-use energy (PUE): Power and energy used for project operations, e.g., main conveyance 
pumping, designated drainage pumping, and other designated miscellaneous electric loads 
directly associated with the operation of the project. 

• Prospective analysis: An analysis that focuses on projected future (prospective) conditions and 
outcomes. 

A529

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 531 of 601



 

Key Terms | 147 

• Ratesetting: The process of determining annual CVP water rates for irrigation and M&I 
purposes provided for in water service contracts. 

• Replacement, additions, and extraordinary maintenance (RAX): Major nonrecurring operations 
or maintenance on a project facility to ensure the continued safe, dependable, and reliable 
delivery of authorized project benefits. 

• Reasonable and prudent alternatives (RPA): Alternative methods of project implementation, 
offered in a biological opinion reaching a jeopardy or adverse modification conclusion that 
would avoid the likelihood of jeopardy to the species or adverse modification of critical habitat. 

• Remaining joint costs: The costs of joint use facilities that remain after all separable cost have 
been deducted from total project costs. 

• Remaining justifiable expenditure: The justifiable expenditure for a purpose minus the separable 
costs for that purpose. 

• Resource adequacy: Concept used by the California Independent System Operator to ensure that 
sufficient capacity exists to ensure reliable operation of the grid. 

• Safety of Dams (SOD): A Reclamation program to either retrofit or modify dams to reduce or 
eliminate potential hazards associated with seismic and/or hydrologic risk of failure. It is not a 
project purpose. 

• Separable costs: The costs that result by taking the difference between the cost of the 
multipurpose project and the cost of the same project with the purpose omitted. A series of cost 
estimates should be prepared representing the multipurpose project without each purpose. A 
purpose’s separable costs would not only include its specific costs, but also the costs of 
multipurpose facilities which were needed for the addition of that purpose. 

• Separable costs-remaining benefits (SCRB): A method of cost allocation where each purpose in a 
multipurpose project is assigned the separable costs of including that purpose plus a portion of 
the remaining joint costs. 

• Separable joint costs: The portion of multipurpose facility costs attributed to a single purpose. 

• Single-purpose alternative (SPA): The cost of the most economical (least cost) alternative which 
would likely be built as a single-purpose Federal project, and that would provide equivalent 
benefits for a single purpose as the multipurpose project provides. 

• Single-purpose facility: Costs of the most economical alternative which would likely be built as a 
Federal project to provide equivalent benefits for a single purpose. 

• Specific costs: Costs of individual physical facilities and other costs that serve only a single 
purpose. 
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• Sub-allocation: Separating an authorized project purpose or function into smaller constituent 
components (e.g., sub-purposes) for the purposes of a cost allocation. 

• Sub-purpose: Individual component that comprises a project purpose. 

• Thermal power: Power sourced from heat energy, historically steam, but can also include natural 
gas or nuclear-fueled generators. 

• Time value of money: The concept that money available at the present time is worth more than 
the same amount in the future due to its potential earning capacity. 

• Two cost allocation and two-period repayment approach: A modified cost allocation/repayment 
approach used in the CVP CAS to recognize both the historical and prospective benefits of the 
project. 

• Water rights: The right to use water from a river, stream, body of water, or source of 
groundwater. 

• Water year type: The hydrologic classification of individual water years; for the CAS, five water 
year types were used: wet, above average, below average, dry, and critical. 

• Weighted average: An average resulting from multiplying each component by a factor reflecting 
its importance. 

• Wildlife refuge: A Federal area administered for the protection of fish and wildlife as well as 
wildlife management areas administered by the State of California and the Grasslands Resource 
Conservation District. 
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80'1 CONGRESS | HOUSE OF 1 LSENTATlVES )OCUMIEN
1st Session No. 146

CENTRAL VALLEY FEDERAL IRECLAlMATION PROJECT

L E T T E R

FROM

THilE A(IN SCRETA(IIT\I OFTill'I' INTERIOR
TRIANSM ITTI NO

IREPORT PRESEI'NTED TO SECRETARY KR(UG I;BY THE, BUllEAU
OF RECLAMATION OF TI'llIS1 )DEPARTM ENT ON AUGUST 6, 194,6.
ON TIilE, C(EN'TRAL VALLE'Y 1E'EI)EIRAL RECLAMlATION PROJECT
IN CALIFORNIA

I''ll RAny 24, 1947.--leferred to the Committee on Public Lands anlld ordered
to b)e printed

TH'I'IE SECIE'TARY OF Tr'IE INTERIOR,
II1'Wifil.h, n. February 211, 191f7.

I Ion sE,1.JOSATATIN, J1'.,
Speaker of the l1ouse o/ 1?epresefa'ihthes

My 1)gDEAR IMR. SPEAKEAR: Puirsuan t to lle ,reclamation Project
Act. of 1!939, there is transmllitted hernewitlh a rel)ort presented( to Seere-
tary Krug by the 13Bureau of tReclalmatioll of this D)epartmlent on
August 6, 1.946, onl tlhe Central Valley lFe'deral reclaialation project
in California.

'I'lis rel)ort was app)lroved by thle Secretary oil .I)ecemlber 3, 1946.
1(1 trallsmitted to President 'T'lrlomanion tlle samle (late. Col)ies oI
actingg Comminissionerl lof Rteclaillnatioll \Warnel 's (letter of Augullst 6, 194(),
traInsmnitting the report to Secretary Krug anld Secretary Ku'lg 's I(ttc(I

If D)ecemler31 to lPresitldent 'Truaninn arle en losd(l.
(n le'ol)bary 19lPresi'deni t T'l'uan adlaI vised tllat he1ald(1 o olbjo('tion

to tloe tralsmlittal of the report, to (he Colgrloss. ;\ copy of tlhe
I'PrIeidlxt's leot.ter of' Fel'l)barv 1) is en(closodl.

Sincer'ely yours.
( )SCAt l,. CIHAPMAN,

Acting S'ecrelary of (he interior.

II. I)ocs., S0- 1, vol. 1 - -52
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TrilE W' ,i IIHOUsiE,
W[ashington, IFebruary 19, 191.7.

The honorable) tile SECcaCIuTARYl 'O 'TIH IN'rTl1tIOIR.
MY DEAA^RNiR. SE.cHRE'ARY: I have examidill your report of)De-

comber 3. 1946, oil the allocation of costs anlll inancial feasibility,
Central Valley project, California, in which it is prl)loosdl that inter-
est on tihe investment allocated to power be used for repaymlent of
irrigation charges beyondl le ability of walter users to repay. I have
1no objection to y-mr sllbmibtt.ing tlie report to Congress for it": coln-
sideration.

SincIrely yours,
[HIAIIRY S. TRUMAN.

I)lEPAl:\IRTlENTr OF ''TH,'INNTElAIOIR.
l/ashlington., Decembcer 3, 19,;6.

The P :RESIDENT,
''he II'hite House.

NIY Dl)EAR INIM . PRElSID)lENTr: There is tlanusmiit((d1 helrewith a copy
of a letter to me from thle Actil g (Com missio(ner of Reclamation to.
getlier with a report, which I havv approved an(l ad opted, concerning
thel Celtral Valley project, Calliforniin, prepared by theBluretiau of
Reclamatlintiolln plrsuallit of tlle Reclamation Project, Act, of 1939.
The report concerns tile engineering feasibility of thle project, tile

estimated total construction or capital costs, thl(e proper alloiation of
those costs to tlie vnariouls p)loject functions, and thle probnl)bility of
replaymelnt of tlle lreI'imbursable cosIs )by tle,1revenue-pI)od lcing funlc-
tions.

'Ih' CeIltral Valley project has for its major purpose tlhe transfer
of Sacramento River water soulthwardl to tlle San Joaquin Valley where
itiisneeded for irrigation! nll mnllicipall and intlistrin w\\ate supl)ply
At tlhe same time, lnvigation, flood control, In(l salillity-l'repulsion
)bellefits ar'e accomplllishlled ias inci(ldntal l)parts of a woll-route(ld program
of rive' reIgulaltion. Electric power' is p1ro(duced in qua(nt ities suffiienlt
not only for Iproject p)uml)ing but also through commercial sale to
insure repl)ayment of a large portion of total project costs.
Tle principal features of the )project arl'e the Shasta ailId Kcswick

lDamns on tlhe Sacr'amelll to Rivel', Friant D)ami on tile San JoaquinRiverI, tlie )elta Cross Channlel, Cont'ra Cos-ta Canal, l)(lta Mendoai
Canal, Naderal Canlal, F'riant-IKe(rn Connl, te Cont'ra Costa distribu-
tion systei:l, hydrloelectric plants lat Shasta ndi K.eswick D]ams, n
stoeamelectrie( Ilant tttte loteal cl(llte(' in the )elta area, and n
transmission system to distributepower fo'r project plmpling require-
Imonts and( to publicuand privately owned agencies for comlllercinl
sale. Frianlt,,'hasta, and lK.eswick )llams are nlow largely constructlld.
I Iylroolectric instanllatiolns, planned atl Snhastl nn(l Keswick, all
)pal'rtially complete. NMiadea Canal is Oss(entially completed,tanl,
(,Conltl'(ra osta (lailaIl is over' two-third'(ls c('omplete(l, Conlstl'luction is
un1111d( way ill i1lle 1l'rinllt-lKer (al , 1n(iii1 itial contracts h1 avle 1)( en
let on tlie l)Delta IMenlldota Cll -nal. 'The Contra ()Costla (ist,ribution
system, 1and( ssuchl otll(r irrigation distriblitllioll systems as imay be
rcleqiredl, reI'llni to,) .)b consrllc'tel. Tie steal,-electri'cigel(lilt llg,
plant, likewisv remains to b)e construct ed'(. Of lthe p)ro j(e's elec' 'i'
transmission s.xystml(, the line from Shasta tlll(rougll, Oroville and Sacra-

2
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mento to tlhe Delta load center has been partially constructed, and
w'oIk on it is currently ill progress.

Tlie Central Valley project provides navigation benefits in tlhe
SIcrainento Rivcr, flood-control bIenefits in both tihe Sacramento and
Salll Joaquin Valleys, and substantial salinity repulsion benefits in tile
Delta area. W\lhen completed, the project will )provide an annual
average of 2,020,700 acre-feet of water, largely for irrigation purposes.
'ilTe power pllants when coml leted will plrovi(le for project p)umIl)ing
aiind commercial sale at the load centers 2,121,000,000 kilowatt-hours
of firm energy and 100,000,000 kilowatt-hours of saleable secondary
energy annually, in association with a depIendable capacity of 419,000
kilowatt-hours.

'The basic plan of the project, and the design anl construction ol
the physical features comprising it, have b1)een thoroughly investigated{
l)' engitneers competent and experienced in these matters. UpJI)o tlhe
I,,sis of these investigations 1 have foudthat tile Iroject has engine r-
inl feasibility and will proIvide thle services illdicate(l.

;\Althorized( arld eStablishled( under' the provisions of tlhe EI'llerlgel('Relief A)ppropriation Act of 13!)5 (49 Stat. 115) andl tlie First; e)i-
cincly IApl)lopriation Act, fiscal year 1936 (49 Stat. 1622), the project
\'va- reatlthorized for' construction by tile 'SecretIa'y of thle Illt.e'ior
tun1detr tle reclamation laws, excel)t as otherwise specificallylprovidle(,
I)y tie act of August 20, 1(937 (50 Stat. 580) atlnd tlie act of ctober 17,
19-1() (cli. 895, 54 Stat. 1193,, 1199).

'I'lie actual expendli tl1es toward( conlstructioln of tlie project, through
June 30, 1946, were $168,588,006. '1'e estilnatled cost of tle co1n-
p)letedl project, based ol current costs as evit(cldt on Janulary 1, 1940,
is $:384,314,000.

'T'lIorouigh consi(lel'ation ihas been given to tlle various possible I1ases
of allocation of these costs, andl tlie allocation tllal I have approved
ntld adopted is as follows:Navitation- . ...... ...... ......................................... 1, 083, 000

F1)o1d control --.._____------------ _-- ..- __,-------------- 31,4,-1 t, 000
Irrigation (including $3,07-1,)00 for Colntra Costa (listriblution sys-

(te and( $18,8115,900 fori canal capl:city for fruture water). ...) 221, 551, (00
, ulnicilpal and industrial water_-..--..- ....__-__-- ------- - 9), 0 )1, 800I'ower) _ -....-----............................................... 1.01,1 ,13, 600

'rlhe Reclamantion Project Act of 1939 provides that allocations to
thl( pIurposes of flood control and navigation shall ble nlonretIurll able and
1noireimll)iursablo. It lias been determnlined( that, in addition to meet..
ingj necessary operation andn1aintenance ex)olnses, incllllding costof
relplacemnents, all of Itli rleturnablll e and reilnl)tllsal)le costs slown in
thlo column above will rolbably )be repa)i(ld by t lie year' 2009, with
thle possible exception of thant Iportion of tli irignnation allocation
(losiJiantedl cana l calp citLy for flilturm'e wa\\ t,(e. It, is (stillmalt.(e that Ltlis
r'pal)ymlilent will b1) aclhieved, duringg tiis p)er'iodI, by Iet, reventi'es from
thei various project fullc, ions ns ffollows:
Froin irrigation includingg $3,071,600 from (Contra C(,osta distrib]u-

tion system).--_.. .. -.. ------....-.---..._. $58,5't15, '175
l'rom1 mn1icipl)I all industrialn\\ istl Iwa... .......- -!),-i.,9,32
Ir'l'o -powor.... 2--2....7.. .. .. .. .. ...... 227, 757, (!)3

tn(l(de' Ilis deter'llinnation, t(.li cost allocantedI to canal capacity for
filtllre water ($18,815,900) will p)lr'Ol)lly be r(l)aid within tlhe same
Ipeiod if anticipated flltiure storage onl tlie Slaci'raIllento River system
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materializes at nll early date; iln any event, full repayment of this iteml
would probably be accoll)Iislhed byi the year 2012, by the application
tlhereto of net project revenues after repayment of otller project
construction costs.

'Ihe indicated returns will be accollmplislled( through the supplying
of water for irrigation purposes under contracts made pursuIant to
section 9 (e) of the Reclamation Project Act of 1939, by contracting for
the repayment of tlhe cost of. irrigation distribution systems under
section 9 (d) of that act, and by tile sale of commercial power andt
municipal and industrial water ant rates fixed pursuant to section 9 (c)
thereof.

Accordingly, 1 have found that all the estimated reimbursable
construction costs of tlle project wllich are allocated to power, to
Imunicil)al anll( industrial water supply, and to irrigation (less tlle
portioll to be repaid out of not revenue from tleo suplplyilg of water 'or
irrigation purposes) can probably)be returned to tlie United States
ill nlet revenues from tlhe sale of power and water for municipal and
industrial purposes; that thel portion allocate( to irrigation to 1be
repaid out) of net revenues fronl tile supplying of water for irrigation
l)url)oses 1ro)lably canl be so returned(; an(t that thle returnableail(
repayable allocations, together with tlhe allocations to flood control
1an11 navigation, equal the total estimated cost of tlhe project.

'Tle allocations to flood control and navigaltion have been the sIubject
of consullta.tion with 111 Secretary of Warl and tlhe Chie offEngineers.
Tlle Secretary of War lhas not concuirred fully in these alllocaltions.
The diflferelncs, and tlhe reasons for adoption of the allocations herein
presented, are made clear ill thle corresl)pondence whlichl is reprod!(llced
in l)l)ppend(ix C.

Section 9 of the Recclamation Projoct Act of 1939 au tllorizes tio
conc(ulrrent suI)mission of this report to you andl to tile Congress. I
have (ieemed( it (desirablle to present tlie nlatl or to you first. I exl)ect,
Ihowe(ver, to )present it, anll a copy of tllis letter, to tlie Conlgress
promptly ly, unless you ltave olbjectiolls.

Sincerely yours,
J. A. Klim(,

Sccrelary/ of the Inlerior.

.D)IPARTME;NT OF'TJHE' I NTE'R1lIORI
tBUREAIT OF .IEC'LAMIATIION,

11 'as1hijlon 25, D). O(., /lv1/ist 6, 1,9/G.
Tlie. SiECRETARYu OF TlE INTERIOR.

Sit: I subm)1it Ihcrewith1 lie report(tl( e oof t 11 of IoRechlllaa ionoil
tile aIloctltion of costs a(nd feasibility of tile C( entrlal Valley projectt.
Ca liforn ia.

'1'lie report lias I)been )pr'l)red p)11urstuntl to secttion 7 (1)) of tlI
I(cclulllnation lProject, Actl of 1)939), Nwlichl i utll1orizes t lio S('ecr(lt ry of
(ie In teioi, it) t(.le case of )rojeets u1(1der colnstI'ruction when that act

lbeca(me law a1111 lfor wlich(11no r)epayinent c('ontrac'ts 1(l b1e(n ('x-

ec,(tlll,t to milake atlloca liolTn of' costs inl accorI(dallce willl tlle ipoviisions
of sect ionl 9 thereofll. sainI'lslilt to tl(e 'e(lllil'1en(1 ts of' Q(t(eionll
tlie following' allo(latiolsolof (lI estlilmated(( totil (onsqil.lction cost
($3<8-1,:3 1l,000) of I(Ioe projrcl.oital)p'('resel1 lolizoiZ(l Iby lw areI ill(l(,
as exjplahli'le 1 itdleail ill tlin' report,:

4
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Irrigation (including Contra Costa distribution system, $3,074,600;
and cannl capacity for future watcr, $18,815,900) - .$...$221, 551, 00

Power------------------------------- 104, 143, 600
Municipal walter and industrial water ----------- _ 9, 091, 800
Navigation,------___------.----------------.--- ...-...._ _ 18, 083, 000
Flood control---------,-.-- --------------- 31, 444, 000

Total allocations -------..-----.. ..------- - 384, 314, 000

Although considerablle recreational and fish conservation benefits
will nCaccrue by roasoi of thl Iproject, 1no allocation of costs has been
iin(lde to either of these functions, nor to the function of nri;tional
security. Similarly while large b}encfits are ex)ecte l to accrue to the
region by virtue of accelerating its industrial and agricultural growth,
loallocations are assigned to these purposes.
As demonstrated ill detail in the 'report, the return of the reim-

b),rsaI)le construction costs withlln a reasonable period may be antici-
pated( with assurance.

)Delivery of water for irrigation Ipurposes oln a canal-side and river-
Ibnk l)asis under contracts 11made lpursuallt to section 9 (e) of the
1cclalnmation Project Act of 1939, will, in (addition to meeting the
expenses of ol)eration, lminltellance, andl repllalceelltntattril)utalle
tllereto, provilo net revenueCs of $55,470,875 by tlhe year 2009 (44
vi,,n.s following the time in wlich it is estimated that full utilization
vill lbe made of tle project's i'rriglation water' sul)ply feature's), taking
into ac)coult tile possibility that tlle farmers' ability to ply for irri-
tliion water may at timels )e reduce( beIlow levels \wrichli now appear

\lolly Leasoial)tle andr 1)O1l)Ce. TI'halt figure is (adopted as tieti meast'e
of what caln pro)fbly )be rel)ai(l by thi walter users toward thll esti-
mllaedl cost anllocatel to tlie pl)oject's centrall irrigation features. In
Il(ldit ionl, tlic l)eneficiaries of the Cont'ral Costa. irrigation water
(list ril)ution system call probably repay tle entire cost thereof,
e inllatd(l to I)e $3,074,600, as (well as tlle eCXlnse of ooperatinlg af(n
mIllintaining tlhati systCem.

Inl tlhe evnt1 of timely cOInstrllc(tion of cerOl'tai storage reservoirs ill
li Sacrl'amentto Riveri system, tlie amount of $18,815,900 allocated

I ) ca nall capacity fr fit ure waltertan prob)Ialy )b repaid not later
hlinllie year 2009 by irrigalors whlo will receive water stored in
tllose reservoirls an(l colrveye(d Iy Imelns of thl(e enlarged canal capal)lilty
tlintl is l)p'orvi(ed. Inl anycive\it, tihe al)llic(allioll agaills su1cl costs
ofl tle net rove(iles from tie l)proj 'c after oerot( Const'lruction costst0
Have been repaid should lead to repatyment of those costs )y ti(e
yo'm'' 2012.

T'I'l( sale of' water for' 1pu'lposes of mullnllicil)al waterlsup1)ly, indtlstriatl
ul(ses, and( otliher miscellaneoi lIIsIprloseO tatl r.t,;es fixed plirsu'ianlt to
s(ct(iol 9 (c) of tle 1939a:ct can.l realsoInably be l)pecte(l to providee
n1et, 1eve(uli('es,ill a(l(litiol to meetin(gc.llcl()ist1o'm operating (expenses

t tl)tt l ht )1bl theretlo, of $29,6017,932 for ppl)l)lication against 1)project
costlri(teion costs by the year 2009.

ThI'l sale of comllilrcial power t ra'ntes fixo(e pl)'ursu11nt Io sectioll
9 (e) of tlie 1939 at;, togeithel witlth evWenues, resulting from tlie use
of I) )\ver ill the project opl)rations of providing irrigation an(ld unic-
ilpl w\atle.', can be) expected( t)o !)i'ovi(d ,)y t11i year( 2009, $227,757,(093
illlnet, I'Creve els avaIillll)le forIap)lilatiol against, l)roject1 co(ist'clltlion
(:osts. Net power revoenues will hIave acco.(m( lishll(e repayment t of
(lie const,ructlion cosl, allocatled to p)(wer' I)y tlie yea,' 200,5 which is

5

9.869604064

Table: [No Caption]


460406968.9

A538

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 540 of 601



CEINTRAL VAI,LEY FEEI)ERAL RECILA' ATION PROJECT

50 years from the time it is estimated that atll commercial I)ower
features will have been constructed. Power revenues will also meet
the ol)eration, mnnintcninrce, and replacement expenses attril)utable
to the development and sale of commelncrcil power.

In addition to the foregoing, any operation, maintCenance, andt
replacement expenses attrilutalle to )purposeS, tlhe capital costs of
wliicil are nonreimil)blsable, will be lmet )y tlie revelnue-producing
features of tile project.

It is thus Iapparent that all of the estimated reimbursable con-
struction costs of the project allocated to power, mnllicilal water
suI)l)ly, an(l other pl)urposes and to irrigation (less tile portion to be
repaid olut of revenues (derived( from supplying irrigation waiter) can

pIrobably be returned to the Unit(ed States in net revenues from the
sale of power an(l water for muniil)al industrial and miiscellaneous
puiirposes; that thle 1)otion allocatedt to irrigation to be repaid out of
net revenues from tie sul)l)lying of water for irrigation purposes
probably can be so retulrnedl ; ail( that tle returnable anld repayable
allocations, together with the allocations to flood control and navi-
gation, equal tlie total estimated cost of thle project.

As indicated ill tile report, thorough investigation of tlie basic plan
of tlie project land tile design and constructionl of its individual features
by engineers Nwl0o are competent an(I experienced( ill such ma tters have
established the l)roject's engineering feasibility to provide tie various
services for whiichl the project was (stal)lished.

I therefore recommend that you nalprove and adopt the enclosed
report and thle allocations, determinations, alnd findings made therein,
and sulbmlit the sname to tle IPresident and the Congress pursuant to
the IRelamation Act of 1939.

I esplect fully,
VWILLIAIM E. \VARNE,,

Acting Cotmmissioner.

I)EhC,:M:nnr. 3, 1940.
Tlie enclosed report and all tlie allocations, determinations, and

findings set forth therein are hereby al)lppoved and adopted.
J. A. Kln uo,

Secretary of the Interior.

RE:PORT,' ON 'pTHE IeNGCINIERMIN(O 1EA'\SIlBILITY, '11TE. TOTAL 14STIMATEI)
COSTS'', AND) 'PI ALLOCATION AND )PROBA BLEEl,EAYMEN'1 01" TlIESE
C(OS'TS, OF THIIE CENTLRAL VAI,LEY IPROJ(ECT, (ChALIFOlINIA

IN'TRODUCTION

1. 'I'his report presents 1 nallocation of the estimated capital costs
of the (Ctllrmal Vallecy I project and a sttly of Ithelir p1ro)bable repayment.
It h,afs ),been conlpil(ed to comply witll tll( requirement ts of sections 7 (I))
andl 9 of the, Reclalmntion Project, Act of 193).

2. Sec( tionI 7 ()) of the naet provides, in )substance,ithat fori nshy project
u11(11(' con(.stru1ction h\l en that1 legislation was eCnlte(d, and with re-

sp)ct to \whIich conit-racts Iad( not1been executedo which would effect
the return of thle ireiibursable project costs, alloca tions of cost might
I)C mn(lde in an(cord(Itnc with section 9 of thle act. Section 9 specifies

6
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that the Sccretary of the Interior shall submit a report andl( findings
to the President and the Congress relative to:

(1) The engineering feasibility of the proposed construction.
(2) The estimated cost of the proposed construction.
(3) The part of the estimated cost which can properly be allo-

cated to irrigation and probably be repaid by tlhe water users.
(4) The part of the estimated cost which can properly be allo-

cated to power anld probably be returned to the United States in
net power revenues.

(5) The part of thel estimated cost which can properly be allo-
cated to municipal water supply or other miscellaneous purposes
and prol)ably be returned to the United States.

By section 9 (b), tle Secretary of the Interior is authorized, after
consultation with the Chief of Engilners and the Secretary of IWar, to
allocate "to flood control or navigation the part of said total estimated
cost which the Secretary of the Interior may find to be proper."

3. The legislation referred to above makes specific provision for
allocating costs to tile following project functions which are listed in
the order of priority shown by the statutes authorizing the Central
Valley project: Navigation, flood control, irrigation, domestic uses
(municipal water suppl)ly), power, and miscellaneous prloses.

4. Thle project functions of salinity repulsion, fish protection, and
recreation are not specifically mentioned in thel legislation. It is
concluded tlat salinity repulsion may be classified as a supplemental
irrigation function, andl fish protection and recreation as miscellaneous
lpulrposes, although insofar as fish protection is achievedl by mainte-
nance of stream flow during the spawning season it is operatliona.lly
cllssifiable as river regulation. The allocation to be made to the
function of power is taken as the cost applicable to power for sale
beyond project needs, which for the purposes of thle report is desig-
nItl,td commercial lower. Power costs applicable to project pumping
are assigned to tlhe appropriate functions of irrigation or municipal
watler supply.

5. Among the various statutes authorizing the Central Valley
project, tile purposes of tlie project are declared to be:

* * * P'rovided further, That tilo entire Central Valley I)roject, California,
heretofore authorized and established under tihe provisions of thle lnmergency
lI(lief Appropriation Act of 1935 (49 Stat. 115) and the First Dcficiency Appro-
priation Act, fiscal year 1936 (41 Slat. 1622), is hereby reauthorized an(d'(leclared
to he for thle purposes of improving navigation, regulating tilo flow of the San
Joaquin River and the Sacramento River, controlling floods, providing for the
storage and for tile delivery of tlhe stored waters thereof, for tlie reclamation of
arid and semiarid lands of Indian reservations, and olier beneficial uses, and for
tlih greneratioln and sale of electric energy as a means of financially aiding and
assistingl such lindertalkings an(l in order to permit tlie full ltiliizalion of the
works collst mrcted to accomplish the aforesaid purposes.

Plrovidcd flurlher, That excel)t as herein otherwise specifically provided, the pro-
visions of the reclamation law, as amended, shall govern the repIymenlt ofe xpen(li-
tlr(s and tile consitrulction, operation, and maintenance of the ndams, canals
power p)lunts ping1a,transmissionnllines, and incidentalworks delemed
Ilce.sstiarvl o said eliln I)project, and the Secretary of the Inlterior may enter into
reji)tayimelt contracts, and other vlecessary contracts, with StaletLlgelcies, afutilor-
iti(s, associations, persons, and corporations, either public or l)rivate, including all
aweliies with which contracts are authorized iundier tlie reclmatlionI law\, and may
Ileliire by proceedings in emiienlit domain, or otherwise, all lands, rights-of-way,
watlr rights, anl( otl her propertyy ne('ces:tary for said pi)lrl),oses: A ml pro)'ided furlter,
'I'hat tlhe sniid (Ianll and reselroirs shall be llsed, first, for river regulate ion, improve.
Ilnl of navigation, andl flood control; second, for irrigation and domestic uses'
mid, third, for power (act of Auglist 26. 1937, 50 Stat. 850).
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CENTRAL VALLEY FEDElRAL RECL\AMIATION lPROJECT

* * P'rovidcd( further, ''lihat tlhe entire Central Valley project, California
* * * is helrel)y Ieallt horize(d a1(1declared to be for th.e l)url)oses of iln)mproving
navigation, regulating tlihe flow of tlie Sanll Joaqutil iverli l n O(l1he Sacramlentol
R iver, conlrlolliin floods, providing for storage andl for tlhe delivery of the stored
waters thereof, for construlelioll illnlde(r thle provisions of the F'ederal reclalllmation
laws of sueli (listlril)ution sst ems lasIle SecretyIL' of tlie Interior deems necessary
in connection with lands for which sai(l stored watcrs are to hle delivered, for the
reclamation of arid an(l slemiarid lands, and lands of Indlian reservations, and
olher beneficial uses, and for t he generate ioll and sale of ieectric energy as a Ill(ns
of financially aiiding and assislinlg such ti indertakinggs, and in order to permit. t1
full utilization of the works constructed to accompllish (he aforestaid purposes
(act of October 17, 1910), ch. 895, 5,1 Stant. 1198, 11 99).

TI'JE GIENTIRAT, CTI\ARACTE'R OF THEII CENTIRALT VALLEY PROJEC'T

6. The Central Valley of California embraces an area roughly 400
miles long Iy 60 miles wi(lc at its greatest extent, lying between tlhe
Sierra Nevada on tlle east andl tll coastal ranges on tlh west, drained
by the Sacramento River in tile north anll thll San Joaquin River and
t.lle Tllare Lake t-ril)utary st.ramns in the south. Tile occasion for a

Central Valley project arose basicallyy from tlh fact tlat the watle
resources witliin this area are (listribluted by nature neither seasonally
11or ogrloap)ically according to tlie needs of man. Tle Sacramento
Valley has only abl)out one-til ird of tlhe agricultural landIbut two-
tlhirds of the water, while thl(e .an Jonqulin Valley has two-thirds of tlhe
agricultural a1d(1)1but only about' one-tlir(l of the water. Tlie seasonal
(listrilbutlion of lrecipitat ion is such, moreover, tliat although cultivable
areas of tlhe valley receive no signiificanlt rainfall duringg thil growing
summe1(,r months, lieanvy run-off from thle mountain areas (luring the
wet vwiniter Ilontlls, if u(ncontrolled, threall tens fir(quent and solmettimes
serious (lalnage from Ilood.

7. Because of richness of soil and clinitic conditions favorable to
thle culture of Imalny crops, some of which cannot be grown to such
a(lvantage elsewhere in tile lnite(1 States, water resources lia(l for a

long time Ibeen (levelol)ed and( exploited o n a local basis to such an
extent that tile valley became one of the riclhest areas of irrigated
agoricultire ill the worl(l. Blut t hi localized development of irriga-
tion resolilroes failed to red(Iress tll(e unballaltnce in oeograpnllical distii-
bIution of wnat6r, with lieresult that there were still great areas of
rich lan11d 11 cultiva)le for lack of water; and great re(soui'rces of wa\Nter
needed for irriigatiol were not only wasted to tlis purpose, l)but. con-
stitiluled an ontlitiiiinil tlhrant of flood as (well. NMIoreover, much land
altrealy (devel(loped lad anl ilnsuflicient or )precnarious water supply
because local irri''gationl d(levlolpm)ents illn nnllly l)ltaes exce(!ded tlhe
capacity of' local water resources: Serious lowering of the ground-
water(' tal)le over wirle areas ill tlie southern andwestels'l1 parts of' the
valley, frequenthell,avy crop losses iln dlrotuglt. ynars, and tlle tal)l)ing
of t0lie rivers for uipst.reamn irrigate'ion (luring' thle (dry season to tinh
extent. that iicl delta a n(ds were som(liimlls (l111lage( and frequently
thIreantne( l)bv sallinitv ilntrlusion from tihe sea, wvere problems of long
s taln d( i n1g.

8.T o meet tlis situlation, thle doea ofai grent tiranslfer ol Surllu
water(' fro I rtlteo (te southern valley was long studied and
advocai ted, iBut, altllo!gl Iydrologic anid ohilior ilnvestigations wcre
'cod(l'.ted(I(l Ibv both State, l'ndFderal agltecies, andl relimirl y plans
developed by 11the State ol' (o a liforinia anid by tlie Bulrealtl of' 1(eclnma-
t ion over a,rig,pl rio(l, no def nitie 1 federall actio)l was LItaken to make

8
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CENTRAL VALLEY FEI)ERAL RECLAMAT\lION PROJECT 9

the plan a reality until 1935. O(n September 10, 1935, the President,
acting under tlie Emerg(ency Relief Approlriation Act of 1935 (49
Stat. 115), provided the initial funds for construction of the projectt
lby the I)epartment of tice Interior, specifying thatthel funds were
to be reimblurlsable i accordance ;Io itll tile reclamation lans (act of
June 17, 1t02, 32 Stat. 388) as amendedll ad(l sIlpple)llmnted. The
finding of feasibility required( by1 tlle reclalall tion laws was approved
by the President on l)ecelmber 2, 1935.

9. Thel Cientral Valley project( as herein consi(lere(d is confiiied to
the initial features which are at present autlihoriized by law, and should(
not be confused with the conmlete basin-wide e('velopl)(ment of the
water resources of the Central Valley Basin, which is the subject of a

prolpos(l C(entral Valley Basin, rel)ort now substantially completed.
The authorized project, when first con(ceivedl, migilht have provided for
the then apparent need for a(nlitional power andl irrigation water inl
the Central Valley during a period of as much as 25 years. H-owever,
tle demands of war have resulted in attracting to the area an unpre-
ced(ente(l increase iln pOl)ulation anld1Industry. I additionn, 11Imany
imemn ers of the armed forces have been temporarily statlionel( in
California during the war and(l(lsire to return and takel ure1sildence
provid(lel opportunities for a livelillood are available. These factors,
coml)ille(l with tle lnaturall growth, have created a situation which
justifies a predictiontilhn tl i)olpower and water made available by, these
initial facilities will be filly utilized by 1965 andl that the additional
services to )be provilled by tlie next stage of basin development con-
tenmplate(l ill the basin report will be fully justified by the foreseeable
demand(. Tiis second stage is an orderly step and will fit into nnd
slll)llement tlhe initial development in sucll a way as to enhance rather
than lessCen the engineering and( financial feasibility of tlle project and
its repayment. capabilities. In addition to providing means for service
in areas not, to be improved by tlhe initial features it will permit, at an
early (late, the inclusion of lands adjacent to canals for whicl sufficient
water is not available from initial lreservoirls to permit full agriiclltural
(leV(op) lment.

10. h'lle very complex nlaturell of tlepr)l'ject, caused l)y the itll'r-
relatiiols;lip of t.le aulthlorized feat ures, and tlile elect( of otiler existing
anll pr))loposed irrigation (develoel)(nt maknce s1essary La liig (Idgree
of flexibility witl regal (rdto water anil cost nllocatiois, opl)rations,
ma1(i contracts. B1ecau.se of tie complexity of the water e xchliangel Ilan
\'whichf'orlms tlie l)asis of tilhe project, there cannot be any direct, ex-
clusi e,a.1d u11all1tering relationship l )etween individual watet(r lisers
or i (!\; id(ual contracting organizations ol the one hand, and nll of
tile i! (,gral project features involved in tlie supply of water on tlhe
othellle' (d. 'i'lie fact, tlat one', of the most importalnutfilunctions of the
)iroij'( is tle ' lprovisioli of suppllemlenltal wailtr for(,lie re:charge( of
1)adlyide'lletedl g'rollnd-wal(er sul)pplies illustrates again lthe necessity
of flexibility ill all allocations andl cointracls, as adljustmnlliet of (lie
animoiils; of water required will )e necessary from Lime to time to
achlievevcoiml) t e iutilizantion of' wat er Supl)plies. O(l adjstents will
l)ie olec( .;ary over a11 loig pe)r iod as a((ditiolln11al 'fellnt narca(ded( to tlieproject, provl indil; newwa1 (r' s)p)liesniII til (tlie project rea'('ti('s a statel of
('(lljlililllll. For1tlese reasons, it is planlllldl t ,latwate'ir for il'igation
will I{, lr'llli:lc(l indeir1(leprove()lO'isiollS of section 9 (e) of tll l(eccllamal-
(ioll 'lr'oje(t Act of 1939 on a calill-si(e and(l river'..l)ballk l)asis.
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l 1. lt is Ill)portatll that a lear dlistillctioll be obscrvled between tile
cenlt ral I'attilres ()of tle project whliclt will providec(l lnl0ollo seriviees, and
thlle irrigation water distril ution systemswhichserve a single con-

tractilig unit. As alrlea(l il(licalted, water furnished by thel)reject
will )e (ldeliver(ed to \water users' orgalllizlatiol1s o011 11 ('cllll-s;i(e or
river-lbanllk l)sis. T''il colitriactall tlermis ll(ler whllilch tills wt(, i is
furnili hed will I)otI refIlet(, ani(l fo()1l part) of tli(e filln cial strll(clture
atltnlop()era tio)llal1a rrnt1I lIeliteens of tlhe c(l'entil grolu( o)f comlmonl I'ealtlres
which providei(ll1e project(t suppl)ly of1 water (a(nd power). The c(el-
tIra.lized( o)peraltioll of the C('entral Valley project (1e(ts' (litl( Ioiit
where w\atler is d(elivelredl on a canilal-side or rive r-)bank bnsis.

12. Whateve(lr supplem)l)llenltIary distribution systems 1'ol' ilrl'rig-(tio(ll
water are nlecessariy o(r (d(silra )ble, ill(1er tli(e requi(reimel( ts( of te1( r1ecl1)-
ation law,will IOlie slub)ject of ilndiviltlinl and separate rep)aymelint
contll'tlaets exec(Iteld 1111lder' alllioriy of section 1)()d) of t(e altIfrlesI.i(d
act. an11 will lh1ve nlo direct, reIlatiloislip to tlie ce'illtrail operation, con
t'lol, land fiillanc il iccotuting of tlie C(enltral Valley l)project,. I4ach
stich iI'r'i-gationl wat i'r(listlribl)ution system, wh\en' found (iesilralle or

ilec(essalry, will b lle sutl)bjct of a s(e)arlate inxvestrigaion and( will l)e
(d(velopl)(( compl)atibl)v withlltlheIC(requirements of tlihe r'clallation law,
It, is not, possible) at, tllis stiloe of d(levelopllent to forecast w\ithl accuracy
tlie niIumber, e(,xtelitl, 01o cost, of tlte (dist1rilbution systems that may Ibe
(lesiral',le o0r I(ecessarIy as ancillary feantulre of tlie Centrllal '1Vlley
rejectct. 'l:he demaInd forl watergreatly exceeds supl)ly; Illcll of tlhelandi involved already is developed and already has one sort of dis-
tri)ibti()on system or anliotliler; and( a siglitificanlt b)ut1 not finally deter-
mi((ed )prol)ortion of'project water. ' will be furnished as, a suppli))le(mlt
t,o inllad(le( atie (,xistlinlt sutlpplies. Tl'e n1umbl)et', natulrel, and( location ol
desirabl)l(esupplemlently distriblltioll systems for irrigatelion water
will Inlecessariliy (ldepend1(1 lupoit which partIicnular areas will receive (lie(
wa tel'r Iatvail)le froml tle presei tl y aitlorized( project,. 'J'lhe sil,;
s1c1h dlii-:tilril)utlion s;ystemv, so tfarIdelinit ely colsidlered and for wichl
appropl)rintiolsl have been1 111(1e is lthe (C onlllra Closta, (list riltl ioln system
(not to) be cotfised wit'l the Contra Cosla canal).

I)iD '1,tlPl'TION 01' F'UNCTIONS

i;; ''le centrall Valley )project,, ta a, ltlorized and(l at p) es'lnl, par-
tianll:;,otstlrted, will provide tOi e following, services wle ('(compnllet(d:((0) /\r('irlu(lion.---.. \ iilllntl flow of 5,()00cu(Il)i f(el, 1)0er s0(econd
will I)e atil.lliledil li S';'!ra1(meni(to livel' St, ail p)oitlS b)low (Cliico
1,lintdi exC'l)(, for cerltai' 111mon in exl.t'remllly (I'dy years. 'Th is,
,ogetl.lIr w\iill supl)le( nll(n.al chI('nnel( imlrve)'en('Ilt1.S Iull)psl'(lein from
tlhe (ity of1SacTiraie1t1o aIs proplose(d by tite (.!orpl)s of l41,g(inlvetrs, wil!
1icI(l't'as( e( low -wat\\ er (e('Ip)t1a, pl)ro)xiln.tely 3 feet over 1low-w\at\('
r1'end1,!;s of t11( '('e1tre )le t11a1()l'n()dprovide ia (1d('1nldablie na1*vigal)le dept(t
of ( feet pl) to C (olsa 111 i el ce 5 feet as farllupsti'reamtl as (Ch ico
Landing.(

() l"ood control.- --'he operation ol S1hasta lReservoir for flood-
contlrol pl)url)ose; will 1)' such tls to 1prevellt I 11e I11iximlumlli dislnargie,
Ias required01 or (li worst 11f(lood (co(llitiollns I)bt\v'wCe( 1002 and 19113,
firoln exce(,eling 7),000 ctulic feet, I)(e secolltn at Shasta, I)nDam alnd
I 30,000() cl)ic eet per Scond(l at ()rd elrry. Tle operation of i lihllt-
(on01Lake for flood-cointrol pilIrposes will 1)e such as to pr(evlLt tle

lo(4N.1W ALY 11TPI, ECATTIN POEr
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CENTRIAL VALLEY FE'1E1)RAL RECLAMIA'T'ION PROJ'ECTJ 11

Imaxinum discharge under the worst flood coalitions on0 the San
Joaqluin River, except one, between 1902 and 1943, fi'on exceeding
8,000 cullbic feet oper second at Skaggs lBridge.

(c) Salinity )repulsionl.--Tlhe maillintenance of a milnimluml flow of
pl)l)roximlately 3,300() club)i feet per second at Anltioh as proposed in

operating schedules for Sllasta, ((stmallt,es range from 3,30() to )5,00(
(cul)ic feet per1's co'd,n11(dln final figure, is closely as.suretl) is believed
sufficient, to prevent, salinity intrusion inl the Stlacramento-San Joaquili
dltll a, tlereby preventing such eextensive cropl (llmage as hlns b1)een
common iln the re(centt past while at,at the smilne time perlllit,ing l1more
Ilen'lficial use of lands in the( affected area.

(d) hIr'ingation, (all m'un, icipal) wate(?r.----1. l)Lroposed rse \rvoi() opera-
tioll sc(ledlilles, inct(ling the efl'ect of that operation upon otler
relatOed wate,' souIrceI', will I,!iSu'Oe a total annual average yield( of
1,258,2(00 tcre-f'eet of classTi w\ate'r and( 7(68,5()0 tacre-feet of clnss :.1
water.1 (Involved iln the project operation is tihetlrasfer of 1,024(,000
n.crc--feet of wVateto from the delta in order to deliver 875,000 tacre'-fooetIlanually to RMe(ldota pool iln exc11ha1ge for Sta1 JoCqIliln water; (diverted
1)y Frl'itl l 1)tlm.) () tlese totals Shasta ReservoiL o1)erntion will
provide 48,00(0 Icre-lfeet tor full irrigation of 22,000 acres of cropland(
and 68,000 ac're-feet for muInicilll an(d ind(lustriall uses in Conl'tlr
( 'osta County, 3()00,000 acre-feet for full irrigation of 100,000 acreos i
the Sacramenlto Valley, and 88,200 acre-fetl for full irrigation of
9!),50(0 tackles ill tlhe lower Sma Joaq(linl, all of tlhe Shasta water being
class 1. Millerto, l ,aklcvwill provide 2((6,000 acre-feet (class I and II)
to tle \MtIader irrigation districta;s 1rnllmary supply for 52,500 acres of
pl)esently dry lauid, anid as sulip)lelmentary supply for about 01,000
lacre's of )'Cresently irrigllted( lail(ln. N ille.rton IIke will also provide
1,256,5)00( tcre-feet classs I nld Ill) to tile upper (souithll(rn) ,1San
loaqullin Valley as l sll)l)ly for app)lroximlately 338,00() aci'res of l)res-

(enI,lyy dry ladp(l)1 a supleentliary supl)ly f(or about, 110,000 tares of
1roseintly irrigate( land. Al (listriil)bt,ion' of walertue ast1 between
)I'esentlly dyl llandltailn assul)ple))me(,ntty supl)ly to l)preienlIly ilrigate'llIlnul replre)t'se.ls tlie best1 )ssibl) pr1)ese'imt .stilltes and )lans, yet, 11imst
) e onsi('derel sumblje('ct to some elttla ge il Olhe coulrseol (de,dvelOl)pmointl atnd

ol)erltiolI.
(c) 'lceti,'i power.--'111( eco(mbllllill((ed ger('ll'eratill.facilities (Shliasta anll(

K\(swiclc hy1(lrocelectllic p)oweV' ])lnlnts 1andI1 tle )eltla st'.elti elec(t,'ic
1pl1nt) as estilllnat(le on tIhe bsis of stream flow folr a 20-y( ar period
will lrhave assu ,redl cal)acity of 11 0,00(0 kilowa\ltts an(d will plro)1 tl (
au11ally 2,121,000,000 kilowattI-hours: of firmly ellnrgy anl(d p)rovidle Ifo
'238{,000,)00) kilowatlt-hlours of secondarily ene(ry measured( at load
(eIlll(s Of t,1l(ese totals, (66,000,000 kilowalt.t-holtlrs of l(fnl ene('rgyy
1111l 1a peak d(1mand of 94',000 kilowatts will b1 ne(lded for project,
p)ll!ping, the Irem'( iller, 1,7'55,000,00)0 kilowa\lt-houIlrsi" of it'lll llener
1as1soc(in.ted witl 1(ilel)en(la ble capacity of 325,000 kilowattls, pluhi
100(,000,000 kilowatt -ho011ri of tile seolionlday energy, willl1) sanln ble.
1h11 energy will be (lclivered to poilits of 1use three 230-kilovolt
lranslissioll lines lcolnlctinlg the lly(l1o l)lantsi wiit.h a lerlmilnll sttlltiol
eill J.'J(acy, ianld t lower' voltage, tr'anilsmissiion 3sste to 111111((1(k-,
A. ise(I t 'o lolgi l)l till sreport, (ilss I water nIll ns (I w tor ol Illl itli'rtweIhls:t f,aiOll illl! WItw I sire pIt whichthle (liov'Iril llll 1 1 i'rit1li tlcrllki 1a finiite oilicIv tIloito d vllv r it s'i, vlflv t 11iioiin l I'm1 'III . (C lls

II waitr is oll y interim 1iti u i ivIlvali lo il,will I e(o t tra lte( for tiuitdivtlve'edlonl b sis of'if, 's, fn d wlihei
uvaiuli'h r'i, r tiului in s'eivll(illy owilat'(ed inoII0utts
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12 CEN'I'RA VALLEY I'EI)I';RAL RECiL. I AT,\ ION 1)1PO 1CT

li\veries to project, p)l)llp)inll I)liinits 1atll( to p)lllic and prl)l'ivai(tly ow\ll(ed
(list rilbut ion sys(tells. It, s 0houldl( b)e eill)lllasized(l l t iethe stelll )plant,
Ior its equivi'iililte t iS aI le tit re( lce\ssairyl tpito t11e p( l'oj(1(t ill or)1 1 to a( 1-
(complish Hle Iresults hlre ilndi(vtl'lld becaullse witollout le suppleliflentar'l
S('I'v( providedd by Ithe ste1 i,, plant, 01'it3 s e('livilentl, thlelfir,dle-
I)(dldb)le caipaicitv and enlerg( laativallble fI'omi (lIe hydro plants, aTert
provision for proje'lt puIlpill)iir \WVoul(dl I omf11(Ichl les 111iagll itl(le tmnI111i
h leill indllicnllt((l 1n(1 11(i se;('o(ll l' 1)0\v''o11r of' te proje ft wolll

1,) proportionatelyl iicrl('l'Us'. TI'is wouldlll 11itIrn111l I'('esul, illita suII
stintifil redl' tion)l ili tlll'( IeconomicvaII l ofl hie s Ill)lS )(power\'( avail-
)able (foi (omllmllecl'eil a'!111',

(/) Recre'tIlion (ind1(lish pf(l'rion'.- ShastaJl will live a111 aIlrel
of '29,5)) n(''es and a shore line of 6. IImiles, adiill(illerlton Ijtae lla
arena of I ,90() acres andat shore lite of '13 miles, lat spillwily level, iand
Il((se will ilorl' d excv IIlCnt recrel('e 1ti( 1 opporl'tll iti's for sw miilillill
bol)tinig, lisliill, cali)ipill, atid picn ickling, as well ats sigh tseell g, to
an1 es(ltilltedl 500,000)))) visitorsalinully at Shatiltd 270,000()()()() t
\M illei' toll IBy illntillt! liullce of Illi(l-()(ctober(s1 t'el mili flow t111'ro rig ut()111
thel w'ilter' . biy estaI lishllment of' a fish1i1i t(chIey\' , n111(1 )y Iliet l'lallsf1('
of salmon to othe111r pawning() (oud than tl( stl(lll(lii clli (oil) by
Keswick and SI ast a 1)111a , t lie (I a 111oge ot iei1wise ( t11se I to fish life
Iby tOe projects will 1b comes(0 l( tedl, ald condlli ti(olls develope whiclih
a'e expec('ted to be conisidverably mlor'e favolrable (1lttla those prevailing
before tec('ol(stllctioll01of' (lie )project.

TI 1P.OJE CT FE ATU 1 ES TI I COI ST AND FUNCTIONS

1'l . TheI total cost ol the (Cen t'ral Valley project, accorlding to (lie
lIItest vatlilllable (st illll1te(S (as of lnu11111l' 81,3I 19(1). and itemized by
tea tlire. is ;as follows:
';ll.asln D)am1 lh l( l\s'voi' ...nI... -... . ............... 11, (.'52, 00()
Slllstl powephi\\( l it1 ...- .... ... .. .. .. .. - . ... .. . .... . . - .... I8, 0)), (200
\Keswi'il1) flI (1 s;(vl'\'o)il' ......... ...... ..., 171, ()0()
;\\Keswick \\'('1' loinlllw .......... ....... ........ ......... p a.... .. -...... (1, S!)2, 800
D)eIt(I() osx(( I('nin o l , 1.. -.. .... -....... ......... .., 1 8: 3>, O O(((
('o)l(llll(, sin ('o l sy-s tm('l........... ................. ......

Il'rilli l)tt ll( {111 '(l' .(_ ..... .. .......
IIX ,'l,rn elu i l ... ...................
I I it l -I ( ,r ( ll l .. .. ........................

T ;1:11A Ilsslons. lc<11. ..., ... ......
('o rl1' ('(iSll (iI llidt1i lll on ('111 ................ ........(Collin oill dktrt( ihiil~llioll 9 (l ---

.... . ..... . .) 1 ;«>,;«)()
. ... ......... 71, 17 ', 000

,...... .. ..(..2) ,l, 000
2......., )

:. G, ,,'.1, (}100
.. ............7,1.1 , (I ())

5,)0, 28.), ()()0
," ,.1,'57, ;5'00
3, (07-1, (00

I '(l . .. .. ........ ... . .... ... ; I S 1.1 II (..... -00
15, '.i1'h ('111a rctel r nII fl'm ion, of I1l I' etllres or iLkIm"s of cost,

listed above are a s follows:
(a,)SilhIasta I )1a1, 11i(ow ll(' llY' ('()co ll(et( , IS t (tlcurved( , gra vity-typl)

'colict structure located oi IlieSawal''nlmento) ivetl appoxll).i;mIltl'lV
10 Il iles lr()i' th of eddingll will a r(ese'rv')oiI' of '1,50()0,000() aclr('( e-' t gross
icapilityl , ofl w lich'1 ,00 ,000( alcre-freeteI)prsent. liv stoIratg an(i t1

reIlIla ilillg 500.00() ac're-feet deads seitoI'nl(SVIVIg to 1IaIIntIait hI vdrullic
hilead, AnnuaI l ru1-ofl' at (t lildam site 'or t 11(ie period 1')921 *I-a4 v\(l'eagle
a bout .; 2 Iillion acrlee--feet autillaiI llI ill II'lr ge from1' 1loul,l) t 2.5 to (.')
million 1acre-fe et'. Tlel dai 11111 I'resel'voiI' s5el'lve all tililemfajo)l' f'ulnlctions

9.869604064
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CENTRAl, VAILLEY FEDERAL I'ECLAMNATION PRO.JECT' 1

of the project U1s aL wlole.1---1ood( Control, llaviga Lion, salinity repulsion,
irrigatioll, andl lticil)al late storage, Iand( (with theShasti a power
plilnt) Ilyd(lroelectrlic goelln'latlion.

(b) Sliasta power plant, S,located at Shastai )alll, his two oof its live
elnlrators (linlmepllate rating 75,000 kilowatts each) itnstall((l alnd

lopertitian, and structural wor'k is largely coili)leted. This will he the
)iggs;t single source of power of the (Central Valleyproject.

(C) Kesw(ic.kDi)amD and Reservoir, with a capal)ity of 24,00( acre-
ee(t, is located Ib)etwlcc Shastla l)all and Rll(lling, and thle main
';tl'ucture is nearly complete. It set'o-s nsa regtelling anft(e)ay to
Shasta DamI)ly reducing stlrcni-flow fluctuations otherwise (11ause11
by timing releases from Shasta to m113t short, p(aks of power (dellanld,
ill tlho interest of navigation, irrigation, and fish Iprotection.

(d) (Keswick lower plantllt, locantd, at lKoswick D)am, is structurally
largely colmpletdl, but virtually n1o equipment is yet insta lle(l. When
completedd, it will have a total namel)late generating cal)acity of
75,000 kilowatts, andtl ill serve to suppl)llllemnlt tlh hylrog(lotlerating
xalpacity of Shasta power plant.

(e) l)elta Cross Channel, for whicll considerable investigation andi
survey work have been coll)lt,(ted, but no construction work yet
inl(l(ln:rakll, will carry water from the( Sacraml'entl(o ]River (Chlnniel
tllrolugh the eastern side of the (Idlta area to t,1he San Joaquin River
(Chalnnel at a point leaii'.the solutlherl d,(ge of the deltla. The pur)0ose
is to lmallfk watinl available at, tihe latter point, for (llivery to M(nlldota
)oo(l vial the 1)ella-[cflendota cannl 1and to tlhe Contraa Costa iar'(a viI
thle (Contlal Cosla canal, andi( 1 t1he sallome lime co(nt1'ibllt.elo(to lonsulll)-
tive luse an(d salility Irepulsio( in the d(l(ta adi-ae. 'lhe ttotal )lanlnled
r'()s (clal)lacity is 10,000 (clli(c fe't' 1p)(' s(eco()(1 wh\l(e0eol' it is estilllllted

.1,(GOOci)lic l'(t,1)etp secod(l will )be v((llir((ted for the l)(DeltaM(.endotal
l, ',.8ryO() (,l)i(; (c(I,)feetlpe (,((llcond(l(o(dtac(ollslmpl)t.ive( us,(' 2',200

cul ic' 1eet,1)(e1t'seo(' ()l fors( Iallilitty 're(pl)tls;i( , anlt (l 50 c( l)i('cfe t 1)(,
s(ct(ol(11 ,i {i,( (oi tIllrla (Cos ta (canl .i 1'tlIl(e ross Cal)alcily ol' 10,000
c111bic feet per 8sveod, 1,125 cubic lfeet pr,second is i \eservedl rol. ftitire
I:,eI1 illt(lweI'otalrs('-rvo ()'IIC ciyo'il1il1 S,(ac'aml 10It) ive'r 'sys1 1tl1
ln1 )been fillrthle' ill(''easd'(l.

(f) (Co()11t1'1a (.os(),lt (c11111l systei1,wit l a cl palcity of ;350 cub ic feet
1lrs(,,old( at t hel1 Iatldol( th11 ca(11 al, is low about 70 )percei L co mp)lete.
I ilt,w ilslcoi' iol cai, with pumll)iing p)la11ts anlld eqiali'zing
r-'ose,'voir', ta1(l will ltimatIely convey about, 13. 1,000 ac -lre-'eet of watert'
1 a1lly l'()lfrom ock ,Sloxugh\l to Cl Ir ll(Cost (onty,lll incliud1ing11 ,(00()
to b) obtaitled( I'omn anlticipled ad(litionial sltol'age oln Il(e Sa;icnamlito
Itivcrt systl(im.

(/q) I)(eltat -Mendotha canal, testing ati(id sil'veyilln lo' whlic'l is par-
t illy complete, and onl which cost auctionn is now l)begilinllmg, will be
120) iilns lon g withln illtiake calpalcity of 1,300 cubictI'eet per secod(i
riltiidallylzreducilnl to 3,200 cubic l(t 1)'r second)l. It will cay

wiole from IlineIerilms o lthe Ie)lt Cross (nnel(to Medoa )po(ol
to replt' Ce wailtrdt iveted h-'lom IhIe Stil Joaquiii K iverliat Millie'to)ii
I,,Lko, iunto ,1(he NIde'l, alnd Il'atint-l-et11 C ,ail.ls, Alt1houghllo designed
lo 'ca 1''y I,(;()) cubt)ic(' eet per se; oidtml, (Ill(e illitial di'tve:;ioIl will be only'
:,.)0() c(II ic1'leet I)(per second, thel' al(lditioi1al I ,1 00cI( )bic l(e(t per s'cod'(1
(apl)acitly 1b)(ill r1t(, 'veI(( for feature use ill 11'1ras allong11 t11e le(,,gtt o- ' tLI ec
caxalw1xe(11, i anticil)pateld atlditioal sI orag( is aviailal)le oin the Sacra.r
iento RIiver system.
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(h) Frialnt Damin, nowv completee except for construction of minor
works, is a. straight gravity-type concrete structures located oil the
San Joqlliin IRiver 20 miles above Flresno, withl reservoir (Millerton
laIke) of 520,000 acre-feet gross storIage capacity whereof 130,000

n!cre-fceet is leadl storage providing hlea(l for the ollilet to Friant-Kern
callll. 'T'lle estimated annual diversions from tlie reservoir into the
NMadile'I'a and Friant-Ke.rn canals will total 1,522,500 acr'e-feet. T'Pll
rese rvoir will also serve flood-collntrol 1purl)osoes.

(i) 'The Ma(lera canal, nllO ill operation, is 37 miles long witlh a
capacity of 1,000 cubic feet I)er second at thelead of thle canal,
tapering to 625 cubic feet per secon(l at thle terminus in Ash Slough, a
t ributary of the Chowehilla River. It will ultimately divert an annual
total of 266,000 acre-feet of water from Millertoln Lake to various
pointss witllinl the M nldera irrigation district.

(:j) 'l''e l'nriant-Kern canal, on which construction Is under way,
will )be 160 miles long with a capacity of 4,000 cubic feet per secoll(d
nt head of canal. It will ultimately divert an estimated average
nnllual total of 1,250,500 acre-feet of lwatelr, after canal losses are
educatedd, from Mlillerton Ilnke to various points in Fresno, Kings.
Tula1re, and Kern Counties.

(k) Thle lDelta steampllant, for which surveys and design work
hlav(e been ilnuguirted(l )ut no consttrlution work1ndelrtaken, will be
a steam-electiric plant located near the p)roject-loadl center in thle Delta
area, with a, generating c(nlpacity of 240,000 kilowatts. It will provide
tie( supplementary capacity nee(led to maIlntain a 1iigli degree of
serv iceIreMl ability on thellproject-power system and to firmuli ) the
Sc'coIndary output of thle lShasta, and Keswick hydroelectric p)lanits.

(/) 'The trnfllsliiissiol system will consist of l;three 230-kilovolt liI(es
;.dl one 115-kilovolt Iielne( I)(Vwee Srasita ndKleswick andtihe Deltal,
t(o,_e(tlher withll essential sub)stattions, and lower voltage, tra'iismissioan
lines, to insure depe(nldalle (delivery to p)Ioject pumping l)lantts and to
;)oitats of comllilercial salle of the full anticil)alte(l outpl)ut of the electric
p)owev geteral,(ted by project facilities. T''l(h only pl)lt of the mailn
s;yst(1le so 1far to real(lc tlec(collsttlc(tion ;sta1et is one 230-kilovolt line
I roen Sa1statl to 1te D)elta. MN ost of tI e transmission system will
jointly serve pIroject, Il)ull)inig and commercial Ipower, butl. some pa)nrts
will ser ve single fu(nctionIs exclusively.

(m) W\riter rigts aIlId miscellaneous consists ol I(tis noIt )properly
('clInagealb)le excluslively to anly single featuIre. MNore than three-fifths
of t his total Ireiresenets tihe cost of lacq(lirilng certain water riglils (particu-
tlaI'y along, tl(e Satn lJona(quin .liver), ('easmenll( snl d settle(mleilts neces-

-at'y for (hie'conslt11(,tlion an(l operation of ,the )poject. Incl(udedli1 in
tlhe reminderalre(costs ill(ct''re((l for hydrl'ologic, e1ginee('ini, and othe
su rveys, st ties, and investigations, to resolve qtlestioas coa(cer'iniW
altclrnat1ive possibilities of (ldiesigl o,loatdi operation of various
physicall structtlrles, their effect, uptl)on fish al1 otlier wildlil'e, and meantls
to p'revenit (lannagen!thereto. Some;() of these studies were 1)erformned )v
lthe IBurtalt of' lRec(laaation, some. by other l'edernl or State agencies ot
a ri urseth)leIt ba'is omeSave asgreo ,great, or greater vale to an tl i(i
pate(d filtture works as to tle project, at present t atutlori(zed.

(n) '.he Con11tral Costat distribution system will distribute project
water fromn thie (Contrn Costa canal ';o some,22,000 'acres in (Coltra
Costa County.

14
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ALLOCATION OF' COSTS

106. Several metlilods ol allocation ol costs of multiple-.pulpose
public enterprises are available, all of which have been consi(lerled.
Iaach has merits that- vary according to their validity in application to
particular cases. An important factor of judgment exists inl the choice
of methods and ill the application or interpretation of tllhe results
therecl)y attailled. Where full certainty as to tlhe precise accuracy of
methods is not assured, it has long been an established principle of
comIl)ai'lle inquiry to apply different methods, analyze the results,
and derive a final, working answer on the basis of such comparison.
This principle has been applied in allocatingx thle capital costs of the
(Jentral Valley project.

17. There are two methods of allocation for which a reasonable claim
to validity exists in application to the particular case of the Central
Valley project. The first of these is thie alternative-justifiable-
expendliture method, which has beeI. widely used in the last. Tlhe
second is the proportionate-use method, modified to provide recognitionof the mandatory priorities governing the operation of joint facilities,
and to insure that in the case of each function tlihe cost allocated thereto
should be the least of the following tllrcee:

(1) The proportionate cost under the pl)reseit project;
(2) The cost of attlainin t(.lhe same p1) rose )by an alterllnative

single purpose means;
(3) The value of tlie bienifit

18. Each of these two methods Ihas been applied, as a first step,
and two preliminary allocations (,erive(d thereby.' Tlie fact that
these two methods, applied illdepenCldenltly, producee results that offer
'few striking lillferences, is acce ,ted as proof of the approximate
validity of eacl. The fact that the relatively small difl'crences that
do occur eX.ist within limits of choice for which leitlther established
law, nor science, nor tinchallenged judgment offers a sire answer.

suggestss that tlhe most reasolna)ble allocation is ati eveIll Ia lance le-
tween thle two. The two pIrelimillnary allocations, andl tle final allo-
cation attained Iby averaging the differences betweenn llie two. are
dlown in table I I)elow:

'I'AiMAh I

Alternative MAodil(Cfied viim
niI'tiuctloiis to which costs toay properly t ;tllh cat histillblo pIroportiont Iio

v* poipnd tiin-, catonis
-;'\I'hIi1ontSt ........ ..................... .... .............0.-- ...- I: I ON

) n0ll, 0I0S(0
Navh.:atlon ...-..--....................--..-..*t...... $,8,08,18, (,03,009
Flood conltrol........ ...........1.... -. .0....... 3...1:,. l0 , 41, , (,000 31,41, H,000hI ihattloin (Ieliilidlu,sanity repulsion)...187........ ............... 187, 7,200 211,75,000 1 , 1,100
C',lrni (Cost dllstribt l ou l systlct .... ....... .....1.................. (,0 3,07, (') ;071, 00
(';tllal c;ala city for( culture wate.. .......... ...... 18, 81I , IX) 18,815, 9000 18,816,000
5III1clp01ml waIter.. ................. .. .. . .. .- 14, 1:11 I, ) 3, 7,2, (A)) , 091, m00l
Columtrlca l power.- 78......11..(................ ...... 110, 78,3010017,!.010 13,(00

TotIll --.,-. .---- ....................................,31.1 t,311,( l)

Tl'he adjusted totals thus derived are accepted as thel proper allocation
of tile estimated costs to tihe various project functions as enumerated.

I Appondixes A and( i present the (letnll of tlometh odsHm atl their application

15
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1. It, is to )be notedI' tlt salilnity (olntiol andl fish )proLoec(tildelo'scribedl, abovet i ill ). *i'ri,'raX ls 1:I3 () nI.d( 13 (f), re('eive 1o allocatlioll
(is )proj)l(e,fl'ltinc llio )becalls. no proviisionl il lAw exists. wlhereb'oy they
coulll '1)( declared nlIrlimuil)lirlSable, and!me11l.s ar' no;t avtlilll)hl i,'
ol()lelt revenIlls for services ili illis (te(I'ry. 1T1m l)bul'(dlll of lltesc

c'04 "i ¢'l
t, t'i '' ct wl 1 1C11tcostS,J t! ree'Cor, falls; lipon lite revenuel1 l( ling1lti{ 11onsl. Salinity

control, w lichliIias been cl nssifieda1s ia suppl)l)l(emn(ita.ry irrigation ftillc-.
tion, will produce estil.te(l total anllt.ltl Iel) lefits of albollt. $1,(00,0()00)and accord.()'(Ito )pr('lilinarNy eslimiat 's i)repaI)reI il tel( CouI'rs o

makingtll. e no(lifield l )prori'ionate,los.e1 l0anlysis referIred to atlbove,
this s(rv\ico involves sucl use. of facilities as would j justify a.n ll)ocatioiiof $29,58),000. Flislh protection falls into ai diflfer'ent'l, (atgory, since
lt c'relation of a ltarI'.ge reservoir closing off' tlie u er t.ributtTries of
tle Slacra'mento River woulld inevitablylr''SIlIt ill considerabled'I') (llllllCt
to0 mig'lliatory fislh unless, comlpelns'atory nimeaslres were un(ertalken.
Thiree mnaisures have I)een adopted. .'i'stl;, a fish hatchery lias been)
conslltrulcted; second, sallllo lo ,l' tlrapll (l iand transferred to other
Spawning grounds; thi,'rd, flow (dlringllitle 1)'opagation season is rogu-
lated( byShast1, DamI operation illl)l'oving thel spawning grounds
b)eltwell I(eswick D1)n.l annd1 edBu{(?(l fl over l'rep)rojct conditions,becalluse of i 111(more (dependable) linillumll eel of water, improved
water telil)lertiture lfor spalwningl , a1n(I re(Idced chlintce of destruction
of tlie nevstsby: flood. ']1le manalysis rel'erredl toa()ove inlli( cates that
tlle t otall capital cost, of tlles services amounts to $15,.525,000. In
tlie(eIt(nll to w,\ic'li( 1110111tl1easirls alol)t.(el I'redre(l S llulgs, tlie costs
areproperly borne by tlo reve e )ro('(ldluing ltnctions. lBu ill the11
e(xti('tl to wI iHi(cll theI eI(IIe.s'(S ; '(si t .ill 1 itll 1'(V(ll10111 ('over pre-
p)roj(c(t cl(litiols, , s it, is belie ve(l ,1(my will, thi(ey conslt tiltlte Ialmlasulr
0of assistanceIo) Iis )prop agat ion ifronI Ive1'One110.1)-produc' inig funIIons.
Direct( costsI of $13,IS,5)(()) for rI((I'(aioa'ltindo11 f1) 1I'i ,237 for 1war )pro-tlective ll111 ai likewise aborbed by the evene-prod cing
1'n10,t ioms..

21). 'I'lTh v lility ol' 1 l Illoc(ltiont sa1 e(pt'el) d i paI'ligl'rlii 18iltl
,lii t1elr at tsl ed(1 1,, ('olll0)1rison with 1(iallocat ioln recon111s1(l(li ill .,

I(l'po)rt stIbllitl(ed to (lie B11(r'iea of Iet(cl1tllati(onby1 tll(e C('o111 Iittee('(o
'Prioblems)l( and() ol'1te11 centralal' Va\lle,y )poje(tl, ,s11t(li11s. T''lhis (Co)m-
illtlll, whlihll was Iforledl ill 19).1:3 n1t (ollple(led its finiil lrel)olrt il
Octobler 1'9l15, \wa (01(ollpose( ol individuals from and repreI'etl)'S lives ol'
the lutrea1 l of,'Reclalntion a1n1d l)ivision ofP1ower of the United Stales
DI)(pa'rt)ll tll0 ol' tli Interior', (lie 1trle('llt ol' Agri(cullttl'ral 1c('ollomic(s,
andl(l t( Soil (ConIservaltion Stervice of thle United Stat'es D)epartl entl of
Ag\ricultllre,(loe ( 'or)ps of' 4lnlgill(eer's of {1e .Jit ('( S at es Wa'r 1 epa)rt-
m11t,, i1t(1 e'(lei'I l 'ow(eeeo O111eomis.Siol, t1((iCalil'orni Wat\er Plroject
Autlltority, t(.le ( 'liforinia RIaiilroad (Commllission(), tle ( alliforinial S)ltt('
.l)()panrtment of Naturnl IR(esolrc(,s, 1111(h110e [JiivI('rsity of Ca(lifornia.
TI'llis (Comllmittee, I1having (1tlly ase'(r'tille(' tile i'acts s twen ap)l)tarnt
appl)li('CI ('1a(ll 011oe( of' lfour Sp('larllt(' he(ories of aillocatiolln .-t.1()Ieb lit
theory, teplrop))ori(t inlt.,-use theory, (li(he v(l(lil)ility theor, (nd i1('
alte'rlnative(-jstfll)l(-x!be-ependlitltire lheo(ly. Following at, strict, and
ulliforml applica tioll o,' (each'of these, a, se';ies of floor and ceiling alloc-1
t1ionll \were (IriveIr, (,lie formerbI)(in t(lie diect costs chaltl geallle to .each
ilicti(on,(lelatll r beIing considre(lid the i son(,ollb!(e nxillmum. Wilth-

in tIl( limits defined thlere(l), Ol)ti1111 allocatiols were decided on
the b)asis of, w]\Ialt, tie (Conlillttee conisid({(redl whJIeI' 111 1)('st1 inltere'osts of

CENTRAL VALLEY lawitvaivrioN, mnjj.,,c-r
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CENTRAL VAJLLEY 'FEDEItRALI RECLAMATION PROJECT 17
the community, the State, nld the Nation. T'heo recommended allo-
cation of tile Commiittee was based on total cost estimates that l ave
since been revised uplwarld nearly $20,000,000. Estimates of every
it('ie of final cost have been either increased or decreased ;at least
slightly, thle major inclreasels being in larger' estimates of canal costs,

(id tile ,major decreases occurring iln transmission lines anl otller
)oWer installations. The Committee also recommenl0dedl ai nonreim-
I)il'nla)le allocation to national security, for which there is no present
isttlutory authority. If, however, tll recommended allocation of the
Collmmitt ee is adjusted to these circumstInces, tie following alloca-
tion results:

'1'TAIL, II

Allocation of Committco
comiiinittco AdJustmen t nllocanton If

Fiinctloi) based on ear-H reqtlrc adjusted to!ler cost cst-l r rcIow cost
mate s estiuntos

Navigation .......---... ..., . ....0.. $18, 084,0000
Flood control. -...................-..----. -----.... 31, 41 ,000 0 31,441,000
Irivcalolln ......-...-- ...-. ...--.---..----..... --.- ----..- 178, 101, 0YJ 4-$19, 350,000 1017,47, 000
('olntra Costa (istrlbl) tonl ystem ............................. 3, 76S, 010--6O, 0003,07,000
(';ai;l c;pl)p ty for fultire wa\t;lr.....- ......................- 13,827,)00 -1-4, I1, 000 18, 310,000
MInlkijeldmland lIndustrihlwate.-............................. 12,13, 12,413, 000
('o merlll cial power -....- .................-----.... .. .. --..... 1(12,4,2,12,000 - -1,083, (K) 103, 1095, 00(
Natliorlal security I'.. ..1....- ..... .....-.. .........--- - ,1,42, 00 -...1,41i2, 001) (0

'Total.. .-...-- .-- .----- ........ ..... .......- --61--,--0510,30001t-- 381, 34, 00

I l)itril)lted t oato eItlllrelal owneritd Mt to Irrligl:tion

'1'ilo judgment of the Committee, as embodied in its recommendations
to tile 1311'lre of Reclalnation, an(d as adjusted to new factors of cost,
is thus seie to correspolld closely to tlhc allocation resulting from tlhe
Bilreaut's own procedutireos.

PItR(IIABLI'1'Y OF IHBPAYMIONT'i

21, Iirrigation wtlteir from tile COlntral Valley project will serve a
wide variety of lagricultilral )puIrposes. Some will go directlyy to lands
not, pIreviolsl1yunl(ler irilg'iattioll, soeilO will servo as sul)ploemenital sur-
tiee',( watet to { nld(s low i rrigalte(l buti with ina(leq(uate or l)recarious
slppl)lies; solie will b)e used mainly to replenish lowering g round water
tbl)les in areas largely or exclusively depl)endnt on ground water for
irr'igaltiol. 'lle products from the land receivinlg water will cover
dll (til're I'rnge of i tlemarlllkabtl)1 diverse aglriclltulre in the different
ctlions; of the valley, flroI citrus, (deciduous fruits, alld truck, to
1lady,lir'y, and livestock. Ble1n(ltsi from ,lte use of irrigation will
li{,dllor() valrygrenatly 1'()11rom are to larel, alld flo1)l one 11si to anlot,1her;

till cost of delivering watt'l tod( iflerenlt areas will likewise varlly greatly.
!2. Svevelal estilnat es. of fallm bllnefits of irrigation water within

l, I)l osl)pective se'lvice areas;,vlle available. Average nett farm bene-
lits )pe acre-footl of water, dlistlrilbutlion costs taken illto accoulint;, havo
bInm estismallteod to range flolil $3 to $3.10 in the Sacramento River
.trvice area, fr'l'Om $.()05 to $8.10 in the service area of the Delta-
N\iMe(lota canal, and from $4.335 to $7.80 in tlhe service areas of the
,Mildera and Frianlt-Kern canals. IThese estilltmates assLume agnri-
ultlluraliprice levels at a conservative level for long-tilme projection.

11. Domt~, 80·-1, vol. 1 --.--53

9.869604064

Table: Table II
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18 CENTI'IAL VALLIEY FEIED)IIAL RIECLTAMNTATION PROJ EC'

'lThe range in each caso is duoi n largeInmcasiur to dliftlreint assullllpt ioll
as to tlio types) of farmling-thle lower figure promised (oil somlewhnllt
less profilJa)le crop pattelns ll1an tllose tIlat have geini'rally )prevaIil(ed
ill I, latrea il tlie reoconit past, tlle Inarger pl)rImised on the C(oitilllnllCO
of p)res('llt crol) pl)atterlls.

23. A further indication of the value of irrigation benefits has been
derived( by analysis of a series of estillates of the net value at the
farm of water applied to presently (ly land(ls witinl the Central
Valley SC'vi(ce area. This estimate is jli(udg(l more al)lical)l be(Icas
it avoids counting in thel irrigation increment as a capital cost which
the farmer must Imeet before lie actually pays for the water. 'Tl1o
series of per acre-foot farm l)enefits ranges from ,3 to $15 , (lependin
on thle soil andl the tye]) of farming. Anl alcerage, wei'gted to tile
most prlobabl)l distributionn in reSpect to soil an(l fllarm ty])es, amlloulntsl
to $6.50. Assuming total distribution costs of $2.35, ai canlall-si(le orriver-lba)nk price at an average of $4.15 per a cre-foot would svcimi
Iresonllel)l for class I water. IntIhe case of class H:I water, ti)e t1ce('r.
tainities concerning its delivery, which will involve restrictlions in 1so,
possible risk, and additional pulmpillg (osts ill lmanlly (cises, justify a
re(luct.ion in estimated fiarim benefit of $2 per acre-foot, leaving t1h
I'reasonalle) averagee' caInl-sid(e J)price at, $2.15.

24. Even conservative estimates of benefits or value of irrigation
water may co(nstitllute overestimates of t 1(e an1ou111 ts tillt ('a11 I) 01o
will )e paid, however, unless allo\walltc is 11111tde for special Ifacto(rs
which frecqtientlly adversely affecttIle collection of r1eveuiies for the
provision of iriigatio waltler suppi)ly. A plrinlcipal factor il tllis
collnect,ion is establlislhed( ca)italiization into ladl valties of OIleC irri-
gatioon increment; witholit the costs thlereof hai viligl)cbei retire(l, with
t li eI11 l, t ,tst at the IcItil opl)ra, ltor is freq( uently buI)rd(l ed wit h
excessive ca( itla costs. 'llIThre is lilkewise aIlw\ays it Iossibility .of
r'isii (gcosts or unusual losses. Ful'rlltermlolre, isis relsolia)le to assiulne
tlt,tle d(lirect, benefit to thle 1'ar1ier for thie uise of water should !)b
-;uIlst aitiallly higherhlntl ,1he total price lie( uist, pay for it,.

25. T'1'e il)lowaiice to be 1ma1le1 for such c(olitin ge(ncies iS lecessaril'y
a Ialttle of' jud(gmell( ,. 11(Ider tl(e (cil'('lulstl(ces, 111 allowance is
m11a(I ofa,)l))'rximtely on)e-tihirid of tie e(stintllaed benefit, which
would establish lie weighlited average price of (class 1 witter at[ $2.70,
a\Ind of' class II water at, $1,45.U,(l't In' t lie proposed sc(hedile of
rates bIasd oli vstimlat,s o'fbvilefitsalnd of (ihe ai1moui(ts irriigatoi'si(111
1)c ri'asonalbly expected( t(o pay, ut1('ler circu('tmlstacel' s of 1ful (lv1clo(p-
imuent and opmerahio of the ait htoiorized project, irri'i'gitoris would
tinnuially pay 1 tota l of $4,329,96,5 for ca rail-side watei, whereof'
$2,702,984 \will be (needed for operation. maiitellnace, land repI)le'(-
imente ccharges, and $1,620,981 will appivi) repa the1 capital costs
.i Iloca tedi to irrigation,
o)f Iproject water t ,at will )be supl)lplied to I)i'il)lil andi ilndlsrilt use;.
('arefltll survey of t(lie1)resent andpolt)(e(,iall(ld(iIai(d indicait(es,however,
tlat an initial (ldeman(d for about 25,000 acre-feet in I950 will probably
rise to al)bout (i8,000 acre-feet annually '11whei full (vIelop1(m t of'tli
authorized I'eatuie' is attauine in 1905. A rate of' $10 peIr acre--foot
lias l)een assm11(ed itI.,is report I'or water for t!,se pturp'!)os'es. iThlis
'ate mayI)be jud(lge( by coiml)arii'son with )prevailing I'ates in ar11eas a1(1-
iacont, to t-hose where sales are conl(emplated(. '1'hel principal alter-

A551

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 553 of 601



1.

unlitive soirce sells water. r on a rate schIediull vnarying froln $52.27 to
$9)5.8:3 )or Iacre-foot witlhiln it(litist rict, (Iepel(', ing oi t(1e aolln()llt use'(

niid exclusive of me'tl.r service cllrges.T''his waI te is tIrcealIed, b)ttl I
co;st of trelatilent will not (exclold $l10() p nOlaro-floot. It. is (estilnalted\
tlilt, underC 'ull Ol)Cratioll oftile autlorizedl project, ri'oss all1t11,1l rt('ve(
n11s 1from tihe sile of muntlicilpal 1and indultlstria,l \water will 1lamountlt to
$t',()O,()0(, wlhereof $1 10,07() will 1)e nlec(cssa1ry to sUpilport ol)pe'rtion,
ittleneil(ace, and( repllace(llient costs, and $,56),030 will he available

for apl))licatlion to capital costs. T'iis will )h sulllcient, to repay tie
allocatIed costs dur(ill' the project, replaym(nt, )period, p1)lus :3 1percent
it ei'rest, oil th(e lnpl)aidl)alalnce, andu to llieet, 1llal)ppro)priate share of
other fixed costs of the project water simply.

27. The Contra Ctosta dist ribultion1l system, tle (estimate(d cost ol
whi(1ch is $3,0741,(00, will (listribl)t,e project water from thle ()Contra
Costa canal to some 22,000 acres ill (Conltra Costa County.y As iindi-
clated above (par'. 12), this will Ie)( thie sul)ject, of a sepalrate replayellnt
'oltIct exe(('ltie(( underil ailltority of sectolot (d) of lih lReclamalion
Project Act. It is estimated oii t 1( I,)isis of present construction
(osts that, rel)lyllent, iln 0 years will involve, totil cost, ot' water at,
tile farml Il(eadtlatet of ftroii $5.2,5 to $( perI' acre-foot, inl(ltclimg all
opelrationll a11( litmillte(ll(1na (cliarges' ad pj)amelltlt likewise of le('

projected rate for Central Vailley project water. Tillis total (cot per
ncre-lfoot is to be coml)lparel 'withl ('stimllatdcl1beleficts of aIp)poxilmsntlt(ly
S20 per acre, tie areaI being sublural)ti, cultivation intensive, and order
,,1lusehligll . ])lDty of waNvl er will' lot, ordinary'ilyexceed 2 feet,.

'28. II the( absence of authorization tto construlctt1 eirsl'\olivOls thIat
will b) rIequired to supply the additional water contemplated in de-
i'l'nigllthe 1)elta(Cr'oss (C'alnnel, Dl)elta-Mend\I otla ('nal, a11( Coontra
(Costa cai alit, is not, possible to estimatewh\llen suchll water will he
vt, ilalhl( . \W t,(' ll,,u waIterl is1,1a(l(e av\'ail-all)' itp)troblablyca(i,1 e
(istr'il)uted atrates sIulicie(ilt tol )prov'ie', ill atld( itio to ope'ratilg.,
11aitltelan1ce, ta( rel)liacemIent expl)lXens,'', repayment of' !he $l1,8 1 5,900)
1ill ate('(d to ec(( ailitl pl)lal(ity p)rovid(led for it,.1 liarly req'1 t( illli(mints
for (lie additional walt('er are evidl(nt an)l( authII orizatioll to co)sl;trucl(
thleIl(' c('ssal yrsei'(rvol) ir' is;' x)('cte(?( ill, l(' r i l'ture. ;l,()Shoulld 11l('
proposed r(;(eservoirs not e)((olnstruct((ed or t1i reve(lm(-es frol p;tl)lyinu
the aldditionail water II(not be suficiet. to re(Ipay the ll( located cst, suchll
,repa11 1 in0('t ca lt ( 1() a(lde' with1)11t few yai0l sl);from'I11 l(ll lnetI' 111(t (' t'I
rI';iyl)lentlo 'ft ll e osts; allocalt\ d,(l o Is lllt ) i .
)o .Apl tvera e rateo',for,olgI'.( o' C( )lil'' ,ilie al ' itll) te.pamy-out

p('riiodh las leen fixedalt tl i. level ec(,lsIt 'ty ,oreipay tieoallocratioll toi
Ico'mme"rc, alI)(power,p)ls 3p) erce(i(nt, interest, ntil (tsttst la ldill ) bnlat(nce,
W' ithi, )()50 y ar; al't( rt(,1,' (coll ple)( tiol of const ructl(' ion of1 titli tl, hol ri('d(i
))\'( )rI'(elatre.''. 1a e rates '((;d riv(td is; 4,0 ml ills, Iti.s ,).;ulle((d (Ihat
prtl,-;( ,t(contIra'cltl la!'lalla.e(ell(ntlls, willlprevail thllrolgll 19010) iThe
piay-oultperiododtixve(iraig rate of' ,.0 mills; per kilowatlt-hoIur is ass',;omed(

t1 ll)l)lyt, lerea.flt(er,1althlo(i 'll all p(ower facilities are not ass;mlild((l as
fll cols,;tructoed inil 1055. l,'or tia.tp)ortio(ll of' thepo)(wer usdf'orproject pumping, a cihar'(is'; mado of 2.5 mill as tle equivalent, of a

proortionates ar( ( ft, e operat.ltion, maint,enancl ,a11nl(id r(eplaell ent,
costs oI)rnle by tlhe joint)l'rojoect powerr facilities',

'Tl ho iveraoi ev;te emi2e ployed In the p y-ouit.ttl)ble tote.slropl) ymonti)iobil)iltlity isac tmiI{y 0.0 llll ;,ess
thalti IIs. or I,.?7 m ills.

CENTRAL VALLEY FEMEMAT, RECLANTATION PROJETT
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CENTR'AL, VAILEY IFEEI)EIIAI, RECTIAAATION PROJECT

30. Anl illterili p)O\\'we' 'lrate shedO(IlC 11'or the (Central Valley project,
a, ))rovedl)y tlhe Secrletary of tile Intoeriolr Marlch 7, 19,45, woultld rlal-
ize an est illtrmIted . 137 mllills per kilowa\tt-houlr under prevailing m11ark1
co{l(litioIs; anld lo(ad factors. Both the interim schedlulealn( the pro.-
jected( I iver\tge 'rate are sulstalitiallybelow existing rates within tlhe
Irojec(' servicea'(1'ea, an,1 because of this antl because of the steadily
ilcre'(asing (lenalli(l for )power it is reasoInable to assume thlt tihell.(-mlnill rate can tbe maintained as an avera-:ge for the 50-yetar period within
w\lich allocatedl costs will )be relaidl with 3 perceloint interest, The re-
placellCenlt costs oeltol'red as' n a innial expense le estimated on l basis
clculetlatc(l to lmintainl tlhe power facilities in good operating condition
throughout the pay-out period.

31. ()f major importance ill regard to the determination ot tlh(
probability of repayment of capital costs is establishment of tlhe con-
(itlions to be met. Froml a collsiderantion of the lmanly factors involved,
it is conlcll(ced that for tlie Central Valley project tlie following criteriawill be tp)pliedl:

(a) All authorized project water SUpl)ly features will be completed
by 1950, and full utilizattion thereof will be attained by 1965. In
respect to power, all authorized generating capacity will be installed
by 1951 and all of tlhe tralInsmission plant will be in place I)y 1955,
completing tlie project's commerce ial power facilities, iifull utiliza-
tioin of all commercial power facilities attainedl by 1965.

(b) All comptilationis of operating, mailltelanlce, andi repllaclemelnt
(xI)(lnses ian(d of net revenues available for )probable prepayment of con-
stlrction costs will include a r1'01sonable provision for continllg(ncie(.

(c) Wate'orori irrigation will be delivered utnde(r the provisions of
s..ctiol 9) (e) of t(he I(Reclamlation Proj( ct Act, of 1939. 'The rates will
Ie( sulllciel(nt to cover atllct11stomllary OOlperaltilg (expeI)les and a (ix('(
chlllrge, t(he:total (I(et,(rmile(l onl tle basis of fiiarml)(,i(fit.s of tle walor
aUld of1 tle e(stlimtate(d al ilility of walter users to pay over a lp()traolied
erio(l.
(d) The electric e('1''ergy l)ot, required for project uses will be sold,

nlet',Ithe provisioDns; of sec('ion 9 (c) of tlhe lec(lalliatiollProject A(I
of 1939, at irat:es stflicient to repay, ill aIdditiol to all cts(;toliiar
()i)ra io ,mallte,11111i ( tl(,c 111,(ld rp((la( me1(ll exlS)e se , ttlie (stiiila te(!(l c((os
aIlo(atel(I to con:mmer(iadl power within 50) yeati's after tlhe a.sIsuIlilat
c('ollI(>ltion of con()'struction(. ill 1955, ad(1 witllin a 50-yeail ' pJi)(ol'i(l rIl'()oathe tiie thlit each' le'oal Irei involve(l is 1)laced( in service, pl)us1 ilt('l'(st
at 3 percell 1)1ert)annIum ioI theullpi( atnnul balancesIlie reof.

(e) 1'Th colstlriction cos(' of tlie Contlra Costal aInd otl(er' (listrilbl-
tion systems willb1e relpaid( by tlie users tlereof, under(Ie pro(visions
of section9 (d) of tile R(eclamation Project Act of 1939.

(f) The estimallte(l cost allocated to the add(litiomlil1 capacity tIlatl, is
)boing provided ill tlie D( el(a Cr(oss(Chanel(,C1onlt'ra (:osla c!ial, at1(
Dl)lta-Mendota canal for Ihandling water to )be made available by
construction ,of fultll( r'(s;ervoii's w\Iold 1b(e r'o(paid from reveInuIes l'ro
tho users of tho n(litiolnal water if possil)l. If, however, thle proposedd
reservoirs are not, built, or te resultingl r(eventIes are llot sullicie(ilt to
cover the costs, tI,1e necessary addlitional rpIlayllmet wotul(ld be I1a(le
from revenues from thle project services following co mplete repayment,f tho costs previously assigned to such seI'vices.

20
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CEN'TRAL VALLEY FEIDEIAL, RECIAMAT'ION PROJECT

(g) The water for municipall SUl)ply p)1urposes, including domestic
n11n industrial uses, Nwill bo furniislhed under tile provisions of section
) (c) of tile .Reclamationl Project Act of 1939, at rates nt leasi sluflic'int
to repay, ill addition to nll cuistolmary op)eratinlg expenses, thle csti-
mated cost allocated to miunicipall Water wtithill the repayienl)tl) I)period
for thle l)roject, 1)111s interes t t3 percent per annlum on tlhe inlpaid
annual Ilalancs.

(h) All net ('eveIInus, including both capital andl( interest, copnel)pol101ts,
re(eived( ill accordlance witll the replayllenllt l)procd(Ilus outli11('(l above
will I1) cr(edlited to tll( relaxation fund, ])Irsuait,1 t tohe fct, of NIt v
,). 1938 (52 Stat. 291, 318), until the accumulatlion tliere()o equals tl;e1
i1iltinl construction cost of tile project . As a result, while as poilnted
out, ill subsections (d) andl (g) of this panlgraph, tlhe rates for (Ile snal
of electric energy not required for project, uses and the rates for tihe
snie of watet' for municipal sup)l)ly purposes, illnc linlg (loilestic alnd
indlustilsial uses, will include anll interest component, the revenues
leriv\ed from tlho interest compollent so inlu(ldeol iln thle IratIts will )be
applllied against project costs allocated to i'ligationui1)1t eyonId tIhe
ability of the wantaerusers to lretllur' . 'Po the extentthat suchr1ev(ent11es
(1o Iot rIturn to the United States all costs allocated( to ilrrila ion but
ibyond theIability of the water users to repay, thle excess of such costs,
will 1)( returned to the United States by net revenues (derived( from tIhe
sanIe of electric energy not required for I)rojcct uses anl from It1e sale
of water for Imunicil)al sul)l)ly lurposols) after revenuess from such sales
((exclusive of Irvenu11es (ierived from the interest compolllnenlt) have
retired the capital costs allocated to providing such electric energy
and water. 'The results of this course of proced(ile nre in(tican(t(l in
pa 'aigral hs 32 and :33 infrat.

(i) All operating, maintenance, and rel)laemlllent expel)1ses Including
those for noinreimbursable functions, will be met by thle revlene-
plrodulcing services provided b)y the project.

32. 'l'el)lcs IV andl V present, in summary form, tlhe results of a
inatl(cial stu1ly of (11e Central Valley project leased on tllhe cond(itionsl
WS (I st:;cil)bel 1bove. I'h financial results l)presentlt int tal)le IV ,reflect
p)owl' rates which canll rolably be realized ns an average throughout
ti reI')aymentt period. rll'he weighted average ra11tes for ilrrii.tionl
laterr of $2.70 and $1.45 for class f and1 class 11 watl'er, respectively,
ais e(ml)(o(led iln ,table V, constitiult tlhe full amount, of thealiximlll
llt lwhich are contemplated. PIresenit conditions justify c'hanil n
ithe lull maximum rat es. If this 1),sis were l)rojected(l indenit ly, the
gross revenue realized from providing irrigation water service would
nt,111m1nt, by tihe year' 200-1, to $220,(,38, I1,1, whoicl3, after({deducl(tiilngtlh
total oper)ntion, 111aintenalnce, a.nl( replaceeliln('to!1 X)((lieduring this
i)(piod( ($148,132,332), would leave net reve1'nue of $72,505,i 1 2 ' ns 11(
nmo0lllnt repl)tlid by thel water users, n1ll tills sumt1, togetlherl will the
fillh cial assistance from other project functions within tlies;ame p)(eio(
of linoe (to thle year 2004), would 1be suflic(int to repay hco01plltely( l;e
cr(pitll costs alloclted,(1 to irriigation. Under these circnumstalnices, thle
u11 Irveinue applicable to repayment of the reitmiburlsable clapitll (costs
oflthe project. would amllount, 1'by ,oo year 2004 for the l)roject water
services, 1(and by 1the year 2005 for commercial power, to the sutms
shown il thille righ-liand columil of table I1 below:

' With' surplus of Irrkition revnuets ,1l tIho year '21)01 of $057,1ll1.
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22 C:CNT'Alll VALL\'4Y FIEI)IIIAL RICTLARIIIATION PROJEC'T

TAI'ALI: III

A cat ion 'l11chIIoI

Irrlnt tlon... .................. ... ......... .. .................. i) 1.$72, f05,) N
C()oltrai (Cosla (I tziilt loll :(ist 1 i-i...-. )..- ...... ..----.... - 3,71,0 (;O) l,'I'.
Mlunll)cipaltlwal'. ..... ................................ ................ o) ,.,(( 27, 1 1,12 ''

(.'oilill(crcial powv\ r.'. - .... 01, Il- 1;(00 211, 17 9, ';7

To tal.. -... ....-...... -............ ..................................-. : 1 , 97, 1, 100 :3 1 , IX ,
S rllr s .. - ... .. ... ..... .... ...................................... , L'

3:3. I'orelseeCiligtliCIt t le( Ifll'ill('r' al)ility to pay F1or ilrrigtl(io11 water
111l11 I(be reduced below Helevelsw(,liicli p!\\'low apll)lear' whlolly retlsollnale
aIIl( plrobablele, )provisioni for(lie Irell(lioln of'roles i)elow thel( I11ilillll
will I)e inclludlled ill li(' (olitrn(cts lind(ler which irrigaltion water will
be I)rovi(de(I. In consilderatioll of tlie tlcllis of tlle wnter-slervice
('oiltracts, which will provi(le for the dnlinllll(dtermintltioil of water
tr-te(s bI)sed onl current oplerationl, lillitelllince, 1lll repllacement
costs, andl o11 111( water(lsers1' ability to play ill the p)artic(iular yenrl
la allowance, of' a:pl)roxinitely $23,000,000 is made for sluch col-
tillgencies. In tiis venill, thlie llI.oililt availla)le for the replayment
of' eonsl(truiction costs will probably not be suflic(ienL to rlepy thi
)revioitsly sltat(l sui l of $72,505,812 by the( year 2004, an1ld c(, ltillinig
l)paymen3'ts of' sinlilair water raies until the(, year 2009 will be necessary
ill order to accompI)lish hll prloject replaylielit. Under these colldi-
tiolns, I(et irrigationl'(evenllis llrol'gll tle yenr'2008 will have anountel
to $54,272,989), and tIis sum , togetheli'r witl llie fillnancial alssistalnce
rec('eived fromn ot0lher proji'ec, ntlfuictionls through tlie same. period,
$14,1(,770,539, will leave $3,3886,(672 of tlie irri'i;atiol nalloention of
$1)!)99,(1,1()()1remainin to be paid ill tl( year 2009. This balance
of $3,380,07'2 can I)e mlet, b)y nl))pplication of tle annual net irrigation
i'reven(\lICs ($1,1!)7,,880) pl)s $2, 88,7X80 lfrom tlie let,l( power reveinui's,
for t(he ye(lr 20()()09, b})ill'inlgin e final repayllml(ent l'ro irrigltLioll
reve(ies to ai total $5.5,470,8755. 'l't lIotl aif,lounls repaid,l)th(Irough
tle year (2009, lfor all functions, will b)e by c'01om1ilercial p)owe
$22'7,'57,) 93, by ilrrigatlion $,55,,470,875, b muillicil)ll 71l)l( idlirstrialwlr'8t,(i($2907,)932, 1ad by l(e Con()It (Costl. distribulltion system
$3,,()7 ,1,(()() , leavingn,lg si llr ;llls i l tIhat, year of $2,0()8,0)94, flron l (et

31. '1'1he all(ocati(n of $18,81 5,)9()) to tt'leil(cla 1l capacity is on11ly1
lllboult I'ree tiillesIi lle alo1111 1(itiIof 11i(t evOll(u1(i ($5,'15)5,3(0 ) est, illli, tedl

onl thi basis o1toiHe less 'lvorable assump)t ionsI re(gardlig iirrigatiolln-

35. 'I'll I )l;ic 1)1nll of tle 1)rojec't and1. tIe (ldesign and collnstlruction of
lhie individual 'ielt11re'(-s have bee)(, ll I(' subje(tl ()f thorouglh illnves.titionl

I1) e('lgin(Te( wo're11comptIl(())il)(tol t an1d eX)(rieil(iced( ill tl (se' Illat ers.
I1 ixs, clldedl and foundllat(, l )lro)je(t, which is discussed( ill Ilis
'e)ort lls ('engilieer'ing fellsiblilit3y anil will op)r.li't to provide tlihe
ei51'X' ('s ileeil (indicatel.

9.869604064

Table: Table III
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TABLE IV.-Power system, financial operation study for examination of average rate and investment repayment from power revenues

,':lts of electric energy (kllowatt-hours)

Fiscal year

Irrigation Firm coui-
1p1umpil'g Illnrcial

(2) (3) (4)

195 ....... 0 21, 344, 000
141 ....... 3, 130, o000 8, 105, 00
1917 ....... 3, 833, 00 800, 300,000
108...-- 20, 378,800 1,000,000,000
109 .-----. 33, 944, 00 1, 200, 000, 000
150 ----- 157,462, 40() 1,400,000,000
1051 ...--- 187, 691, 00 1, 755, ,00000
1052.-.--. 217, 46, 400 1,755, 000, 000
1053....--- 22, 578,400 1,755, 000,000
1954 .-..---- 21,709, 200 1,765,000,000
1955 ....--- 253, h9,, 600 1,755,000,000
19560-...--- 265, 9C, 000 1,765,000,000
1957 278, 823, G00 1,765, 000, 000
1958-..-- 290, 231, 00 1, 75,000,000
1950-..:.301,913,600 1,765,C00 000
1960 ...-.. 313,202,000 1,765, 000,000
1961 .....- 324, 655, 200 1,765,000,000
1002....... 336,061,400 1,765,000,000
1963-..--- - 347, 358, 000 1,765,000,000
1961-..-..- 350, 656,400 1,765,OC0,000
19056.-. 360,000,000 1,765,000,000
1066-.. - 366, 000,000 1,765,00,000
1067........ 300, 00(0, 5,000,,000
1968 ........ 3, 0, )00 1,755,000,000
190609.- 366. 00I, 000 1,766,000,000
1970 ........ 366,,(), 0000 765,00 00
1071-36-- - 6,000,000 1,755,000,000
1072-.... 360, 0, 000 1,765,000,000
1974 ...-- . 366,000,000 1,765,000,000
1076-..0--,3 00, 000 1,755,000,000
17..... 36000, 00 1,765, 000,000,0
1977 .-- 306,000,000 1,755,000,000
1078.---'66, 000,000 1,765,000,000
1970 .----- 30, 000, 000 1, 55,0000,000
108(..... 366, 000, 1)0 1, 765, 000,000
198-........ 36,03, 000 71, 766,00000,
102 .. 6.. 306, 00,000 1,765, 000, 00010....83.. 3l6'0,000, 000 1,765,000, 000iS#I1.ql:3),(4O 1, 7.5, 000,MO
1I8---..-- 3 (0),(0, 000 1,7655, 000, 000
1985 ......3.,)00,000 1,755,000,000
19

........
36,000, 00 1, 755, 000, 000108l7...--. :3, 00, (000 1, 765,000, 000

198. .-..3-30'), 0(0,009) 1,765,000, 000
1t9i3 -- 360 o(!(,00,0 1,755, 000,000
1!v.) . ......306,0010,7655, 0000,00
101

.

--- I- 366, l. 01)0 1,755, 000, 000
1909 ..... . 366i. (0,000 1,755,000,0001..)33...36'i, 0cI,1)0(1 1, 755, 000, OU
iINu I .;tli,30 (1,U )000 1,,75, 000, 01)
190) ..-366,O1, 000 1, 755, 000, 000
19 -3)7. 36,;ti

, 1000 1, 755,000, 000
001 . ----.- 3( 000, 1, 765,00, 000
10-i99 366ti,,000, 00 1, 75, 000,00219 ........ 3(f5, )O(), (00 1, 75,, (MI0002002- ....... 36(1,00 00 1, 755, 000, (0002(N)2 . 3Ul, 0(1,000 1,755,000,000
200 . 3,0;i, (,000 1, 755, 000, 0002W13..3, 000, 000 1,755, 000, )00
2(0 316ili6, (00, 000 1, 755, 000, 00
20)3-....6---- i. 000, 00 1, 755, 00, 001

'JToll.... I10, 178, 860, 800 101,901), 7419, (JX

Nonfirn3

(6)

613,161,000
652,340,000
69, 866,400
620,621,200
66, 066, 000
392, 47, 00
278,308, 400
248, 631,600
236, 421,600
224,290,800
212,140,400
200,050,000
187,176,400
176,768,400
164,086,4100
162, 738,000
141,344,800
130,035,600.
118, 642, 000
10, 3-13, 00
100,000,000
100, 000, 000
100,000,000
100,000,000100,OM), 000
100,000,000
100,000,000
100, 000, 000
100,000,000
100,000,000
100, 000,000
100,000,000
100, 000, 000
100,000,000
100,000,000
100,000,000
100,000,000
100,000,000
100,000,000
100,000,000
100, 000,000
100,000,000
100,000,000100,000,000
100, 00, 000100, 000,0(O
100,000,000100, 000,00
100,000,000100,0100,000
100, 000, 00
100,000,000
100,000, 000100,000, 000100,000,000100,000,000100,000,000
100,000, 000100,000,000

100,0(0,000
100, 000, 000
100,000,000

10,119,470,200

'1'o Id
Total

(3)+(4)+(5)

(6)

728,605,000
1,455, 676,000
1, 00,000, 000
1,650,000,000
1,8,000,00000
1,060, 000,000
2, 221,000, 000
2,221, 000,000
2,221,000,000
2,221,000,000
2,221,000,000
2,221,000,000
2,221,OCO,000
2,221,000,000
2,221,000,000
2,221,000,000
2, 221,000, 00
2,221,000,0)0
2,221,000, 000
2,221,000,000
2,221, 00,000
2,221,000,000
2,221,000,000
2,221, (0, 000
2,221,1100,C00
2,221,000,000
2, 221,000,000
2,221,000,000
2,221,000, 000
2,221,000,000
2,221,000,000
2, 221,000,000
2,221,000,000
2,221,000, 000
2,221,000,000
2,221, 000, 000
2,221,000,000
2,221,000, 000
2,221,000,000
2,221,000,0000
2, 221, 000, 000
2,221,000,000
2,221,000,000
2,221,000,000
2,221,000,000
2,221,000,000
2, 221,000,000
2, 221,000,000
2,221, 000,000
2, 221,000,000
2, 221,000, 000
2, 221,000, 000
2, 221,000,000
2, 221,0000,02,221,000,0002,221,000,000
2, 221,000,00O2, 221, 00O, 0002, 221, 0)!Nl, 000
2, 221,00, 000
2, 221,000, 00

131,239, 080,000

Operating revenues (sales of electric energy)

Irrigation
)utimping

(2.6 mills)

(7)

0
$7,825
9, 68t

73, 447
1, 860

393, 631
469, 229
543, 671
573, 94
60-4, 273
631, O6
;61, 875
697, (59
725, 579
761, 784
783,155
811,638
839, 911
868,395
891,641
915,000
916,000
916,0000156 000915,000
916,000916,000
915, 000
916,000
015,000
916,000
915,000
16, 000

916,000
91,000
915,000
91,000
916,000
915,000
915,000
915,000
016,000
916,000
916, 00(

916,000
016,0(00916,000916,000
916,000
915,00016,000915,000916,000)
916, 000
016,000
ulr,, oow)
915, 000

915, 000915, 000
0165,000915,' 00

Firm
(4.67 mills)
after 1949

(8)

$1,161,708
2,773,785
2,701,012
3,376,000
4,00,000
6, 38, 000
8,020, 350
8,020,350
8, 020), 350
8,020, 360
8,020,350
8,020,350
8,020,350
8,020,350

8,020,350
8,020, 350
8,020,350
8,020,3508,020,3560
8,020,350
8,020,350
8,020,350
8,020,350
8,020,3508,020,350
8,020,350
8,020, 350
8,020, 350
8,020, 350
8,020, 350
8,020, 350
8,020,350
8,020,350
8,020,350
8,020,350
8,020, 350
8, 020, 350
8,020, 350
8, 020,350
8,020, 350
8,020,360
8,020, 350
8, 020, 350
8,020, 350
8,020,350
8,020,360
8, 020, 360
8,020,3508,020, 350
8,020,360
8,020,350
8,020,350
8,020,3508,020,350
8, 020,350
8,020,350
8,020,350
8,020,350
8,02I,'350

8,020,350
8,020,350

47, 947, 162 461,668, 755l l~~I I

I 1Na -- 't-al

Nonflriil
(1.6 Imills)

(9)

$769, 741
978, 510

1,013, 800
030, 9328419,084
588, 821
417,403
372,797
354, 32
33, 436
318, 211
300,076
280, 76
203, 52
240, 130
229, 107
212,017
105,053
177,903
104,016
10, 000
1 0,000
160,000
160,000
150,000
160,000
150, 00
160,000
160,000
160,000
10, 000
150,000
150,000
160,000
160,000
160,000
160, 000
150,000
160,000
160,000
150,000
160,000
160,000
150, 00160, 0(0
160.000160. 000

7)
Operation,

Total ralnte-
+(8)+(9) iance and

overhead

(10)

$1,921,449
3, 760,120
3, 761,396
4,379,379
4,083, 044
7,380,452
8, 907,042
8, 130,818
8, 18, 028
8, 001,059
8,073,210
8, 85,300
8, 0}8, 174
0,009, 581
9,021,201
9, 032, 612
9, 04,005
9,055, 311-
9,060,708
0,070,006

, 085,350
0,085, 350
0,085,350
9,085,350
9, 085,350
9, 085, 350
9, 0Y5, 350
9,085, 350
9,085, 350
0, 085, 350
9,085, 350
9,085, 350
9,085,350
9,085,350,085,350
9, 085,350
0, 085, 350.
9,085,350
0, 085, 350
0, 085, 350
9, 1(85, 350
0, 085, 350
0,085, 350

.085, 350
0,085, 350
9. (85. 350

(11)

$703,000
524,125
40, 860

1,071,000
3, 287, 778
3,019,057
4,050,728
4,182, 400
4,182,400
4,182,400
4,182,400
4,182,400
4, 182, 400
4, 182,400
4, 182,400
4, 182, 400
4,182,400
4,182,400
4,182,400
4, 182,400
4,182,10(
4,182,400
,182,400
,182, 400

4,182, .00
4,182, 400
4,182, 0!)
4,182, 400
4,182, 400
4,182,400
4,182,400
4,182, 400
4,182, 40
4,182,400
4,182, 400
4,182, 400
4,182,400

182, o00
4,182, 400
4,182,4004,182,4-100

4,182,400
4,182,400
4,182,400
4,182, 400
4. 182, 400

Revenue deductions

Provision
for re-

placement

(12)

$199,300
207,810
668, 790
948, 319

1,130, 439
1,168, 419
1,206, 400
1,206,400
1,206,400
1,200,400
1,206, 400
1,206, 400
1, 206,400
1, 206,400
1,206,400
1,206,400
1, 20, 400
1, 20b, 4001,200,4001,20, 400
1,200,400
1,200,4001,200,400
1,206,400
1,20, 4001,200,400
1, 200, 400
1,200,400
1,200,400
1,200,400
1, 206, 400
1,206, 400
1, 206,400
1,200,400
1,206,400
1, 20, 400
1,206, 00
1,206, 100
1,29,400'1,206,4()0
1,200, 1001,20,4100
1, 2A, 41001,206, 400
I:200,400

Total
(11) +(12)

(13)

$703,000
723, 616
748, 670

2, 540, 699
4, 236,127
6, 049, 496
6, 219,147
6,388,800
6,388,800
6,388,800
6,388,80)
6,388, 800
5, 388, 800
5,388,800
5,388,8006,388,800

388, 800
5, 38,8005,388,800
6, 388, 800
6,388,800
6,388, 800
6,388,800
6,388,800
6,388,800
6,383800
, 388,800

5,388,800
6,388,800
6,388,800
6,388,800
6,388,800
6,388,800
6,388,800
6,388,8006,388,800
6,388, 800
6,388,800
6, 388, 800
6, 388, 800
6,388,800
5,388, 800
5,383,800
6,388, 800
6, 388,800

Net op-eratinig
revenues
(10-(13)

(14)

$1, 218, 449
3,030, 605
3,005, 726
1,838, 80

747, 817
2,330, 950
3, 087,895
3, 518,018
3,560, 128
3, 72, 259
3,684,410
3, 590, 00
3, 09,374
3,020,781
3,032,464
3,043,812
3, 655, 205
3, 66, 614
3, 77, 908
3, 87,2003 606, 50
3,6960,55
3,690, 550
3, 690(,55
3, 696, 550
3,690, 550

3,696, 550
3, 690, 550
3,690, 550
3, 96, 5503,696,550
3, 696,5503,696, 50
3, 696, 550
3, 96,550
3, 090,5503, 906,550
3,69, 550
36,95503,690,5503,196,5503,696,550

3, 0l, 650

3,690,650

Income deductions (re-
payirent of invest-
moet)

Interest Principal

(16)

$782, 383
790,205
861,429
983,467

1,834,311
1,990,300
2,361,701
2,658,599
2,707, 555
2,741,978
2,777,070
2,831, 930
2,808, 93
2,784,981
2769, 907
2,733,730
2,700,428
2, 077,965
2,6048,308
2, 17,420
2, 685, 327
2, 551,000
2,617,653
2,482,286
2,445,858
2,408, 338
2, 369,691
2,329,885
2, 288, 885
2, 240, 655
2, 203, 159
2,158, 357
2,112,211
2,00, 81

2,015,725
1,065, 3(10
1, 91',3,3)6
1, 850, 8(i7
1,850, 767
1, 718, 013
1, 09, 557
1,629, 347
1,567, 331
1, 603, 454
1,437, 062
1,360, 895

(16)

$436,066
2, 246, 400
2, 144,297

855, 213
(1,080,1 I)334, 656
1,336,194
989,419
852, 573
830,281
)07, 340

764, 570
0(), 381
835,800
872, 557
910,082
948,777
088, 549

1, 020, 00
1,069, 780
1,111,223
1, 141, 500
1,178, 897
1, 214, 204
1,250, 692
1,288, 212
1,326,859
1,360, 665
1, 07, 615
1,449, 895
1,493,391
1, 538, 193
1, S1, 339
,01, 8, 869
1,6SO, 825
1,731, 25(
1,783,187
1,836, 683
1, hiJ1,7831,0918,537
2, 00, 993
2,067, 2)3
2,129,219
2,193, 09
2, 258, 88S
2, '320, 655

{

Inveistnent 'ejpayilienut
from power revenues
plant in service at end
of year

Interest bearing

Electric
plant
(17)

$2, 079,442
20, 776,241
31,396,750
37, 08, 90
6, 825,678
71,138,809
83,320,166
91, 552,066
97, 607,64
99, 507, 00
101,607,600
i04, 143,600
104, 143, 00
10, 143,600
104, 143,600
104, 143, 00
104,143,600
104, 143, 000
104, 143, 600
101, 143, 00
104,143,600104,143, 00
104,143, 600
104, 143, 00
104, 143, 00
104, 143, 00
104, 143, 00
104, 143, 00
104, 14:1, 0010.1, 143, 60010, 143,600
104, 143,00
104, 143, 00
104, 143, 000104, 1143, 000
104, 14;3, 00
104,143,600
10, 143, 00
101, 14:, 600
101,143,600
104, 14i3, 00104, 143, 600
104, 143, 600
10o, 143,600
104, 143,600
10t, 143, 600
101,143, 00

{1

Balance to
be repaid

(18)

20, 079,442
20, 30,176
28,714,290
32, 782,227
01,143,702
60, 613,327
78, 30,028
85, 280,634
90,261,849
91,399,276
92, 508,995
94,397, 65
93, 33,086
92,832,704
91,996,904
91,124,347
90, 214, 26
89, 266,488
88, 276,939
87, 247,339
80,177, 63
85, 06,330
S', 921,770
82, 7-12,873
81, 628, C09
80, 277,917
78, 989, 705
77,602,846
70, 26,181
74,888,616
73, 438,621
71,946,230
70,407,037
68,822,698
67,190,829
U5, 510,004
03,778,764
01,995,667
6, 15, 884
58, 207,101
50, 318, 64
51, 311,671
52, 244, 368
60,115,149
47, 022,053
45, 003,165
4:3 330, 610

160, 000 0, 085; 30 4 182 400 1 20 400 6, 38,80 3, 9, 550 1,300, 05 2, (0, 5 104, 1, mJ 1 ,

150, 000 0,085,350 4,182, 100 1,20, 400 ,388,800 3,69, 550 1,228,202 2,468,348 10 13,00 38,471,707
1B0,0001) 085,350 4,182, 003 1,206, 400 6,388,800 3,96, 650 1,164,151 2, 42,'19 104, 143, 00 35,029,308
150,000 , 085350 4,182,40( 206,400 5,638,, , 33,310,37
150, 000 9,085,350 4 182, 100 1,206,40) 6, 38, 800 3, 69 650 099,319 2, 97 231 101, 143,600 30,613,400
150, 000 ,085, 350 4182182, 402 2, 77,18 10, 113,.00 27,835,258
10, O 9,085,350 4, 182,40 1,200,100 6,38,8 80 3,690,550 835058 2,861,12 104,113,(0 24,973760
IbU, 100 5,;35n0 4, 182, (i) 1, 2('6,00 6, 388,8900 3, 116,( '55)1 749, 213 . 2,9-17, 337 10113, 001) 22, 020,429
156, 000 0,085,350 4,182, 4100 80 3,6 5 0, 73 3, 035, 7 101,13, 18,O90,72
5160,000 0,085,350 4, 182, 400 1, 203, 400 6,358,800 3, .6, 55(15M69, 720 1, 12'6, 1'0(10'1. 1,13, 600 15',83,842
150,010 , ,085,35 0 4,182, 400 1,20,,4)0 5,38, 800 3,609, 5511 47,015 3,2211 3' 104,113,6 12,643,207

150,1,000 9,085,350 '1 182,400 1 2)6,400 5 388,8003SOU,9,550 379,2 3.:8317,254 104,113, 60 0 325,953
150,000 9, 085, 350 4, 182,310 26,400 5, 383, 800 3,t;G, S, 271, 779 :3, 16, 71 101,13, 600 5 09,

150,000 9,085,350 4, 182,U00 1,206,400) 6,388,8) 3, 66,5 177,275 3,51,275 104, 1-13lN) 2,389,007

16,179, 204 524,i695 111 240, 847,057 69, , 7 ,85 21,70,27109,100,1110,143,,13, 600

9,8,5 t 82.0 0,40 ,8,0 ,t~,50 59 20I3 2,3

H. Doe. 140, 80-1 (Fnac p. 23) No. 1

Year
of

study

(1)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
it1
20(
21
22

21
25
26
27
2S
29
30
31
32

:31
35
3(1
:37

30
40
41
42
13
4i1
45
40
47

4tl
',0

f2
53
f,)55

Cr,
19
111

}

Earned
surplus(cumula-

tive)

(19)

0
0
0
0
0
0
0
0
0
0-0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0'0
0
0
0
0
0
0
0

$1, 234, 946
1,234,946

8

so

i)

S1O
8.8f

Year
of

study

(20)

1
2
3
4

6
7
8
9
10
11
12
13
14
16
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
60
61
62
63
64
55
66
67
68
69
60
61

I I_1_1__ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ _~~~~~~~~~~____~~~~~~

I I

·_. ·I mI -- -

I
I
I
I

I

I
I
I

I

I

3
0

0
0
0
0
0
0
0
4)
0

I
l

9.869604064

Table: Table IV.--Power system, financial operation study for examination of average rate and investment repayment from power revenues
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TABLE V.--Study of repayment of Central Valley project costs a.s.suming maintenance of 00 percent maximum rates for irrigation water,1. project water supply.

iMunicipal and industrial %water Irrigation water

I--__ _I__I__I I

Amount of
water

(acre-feet)

(1) (2) (3)

1950------------------I
27, 400
30,300
33, 200
34, 100
39, 000
41,900
44, 800
47, 700
50,600
53,500
541,400
59, 300
62, 200
65, 100
6S,000
(kS, 000(1., 001)
68, 000
68,000
68, 600
S8, 000

(i8, 000
CIS, G0O)
68,000
63, 00{
is, 0f00
(iS, 000
IS, O{O(iS, OO)
(S1, O(10
(1S, 000
(18, 000
68, (X)
iOS, 000
68, 000(ik, mO/)I(8, 010
(68, O(})
6i8, (O)0

(8, 000(i, 000
li6t, (20J
68, 000k8,00068,000
G8,60C0
68, 000
68,000
68,000

Total- _3,307,500

Operating
revenue at
rate of $10

per
acre-foot

(4)

$269, 144
274,000
303, 000
332, 000
301, 000
390,000
419,000
418, 000
477, 000
501, 000
535; 000
564,000
593, CCO
(i22, 000
651,000
6SO, 000
(iSO, 0006(0,00060, 000
(SO, 000
650. ffJO
6%0, 00
6(O, CO00
(i;O,. 000
60. C00)
(i'GSO OCX)
'O0, 000

6()0, 0(X1

(i'(), OO(
(SO, 000
6SO, 000

OSO, M)060,000
(SO, 000
m0, 000G(S0, 000

(l0, 000
(1o, 000
S0,000

680, 0006O, (X000

(1S0, 000
WSO, 000

6S0, COO
t.0,000

6'30, 000

33, 914, 444

Operating charge.;

Operation,umaiinte-
nance and
overhead

(5)

$209, 700
77,011
77, 011
77,011
77,011
77,041
77,041
77, il41
77,041
77, 041
77,041
77, 011
77,041
77, 041
77,041
77,041
77,041
77,011
77, Oil77,011
77,01177,011
77,041
77, Oil
77,041
77, 0l
77,041
77,01177,011
77, 011
77, 011
77, 011
77, 011Oil
77,011

77, 041
77, 011
77,041
77, 011
77,041
77, 011
77, 041
77, 041
77, 041
77, 0-11
77, 041
77, 041
77, Oil
77,011
77, 041
77, 011
77, 041
77, 011
77, 041

4, 369, 0914

Project
pumping,
at 2.5 mills
per kilo-
watt-hour

(6)

$51, 003
16, 320
18, 031
19, 783
21, 490
23, 203
21, 011
26, 619
28,326
30,033
31, 737
33, 4.11
35, 1.16
30, 851
3S, 550
40, 250
40, 250
40, 250
40, 250
40, 250
410, 250
40, 250
,10, 250
40, 250
410, 250
40, 250
40, 250
410, 250
40, 250
410, 250
40, 250
4,0, 250
4.0, 250
40, 250
40, 250
40, 250
40, 250
.10, 2:.0
40, 250
40, 250
40, 250
40, 250
40, 250
40, 250
40, 250
40, 2500
40, 250
40, 25)0
40,.250
40, 2,0
40, 250
40, 250
40, 250
40, 2,50
40, 250

Rlcplace-
mnon t

(7)

$4,841
1,770
1, 770
1,779
1,779
1, 770
1,770
1,779
1,7701,7791,770
1,7791, 779
1,779
1,770
1,779
1,779
1,779
1,779
1,779
1,770
1,779
1,779
1,779
1,770
1,779
1,770
1,779
177
1,779
1, 779
1, 77)
1,779
1,779
1,779
1,770
1,7701 770

1,779
1,7791,7791,7791, 7791,770
1,7791,779
1,7791,7701,7791,779
1,779
1,779
1, 779
1, 779],7;M

2, 049,411 100,007

Total
(columIrns
5, 6,and1

7)

(8)

$2609,444
95, 146
96,901
98, 608
100,316
102, 023
103, 731
105,439
107, 140
103,853
110,557
112, 261
113,0066
115, 671
117, :1370
119,070
119, 070
119, 070
119, 070
119,070
119,070
119, 070
119,070
119,070
119,070
119,070
119,070
110,070
119, 070
11, 070
119,070
110,070
119, 070
119,070
119,1)070
119,070
119, 070
119, 070
119,070119,070
119,070
119,070
119,070
110,070
119, 070
119, 070
110,0)70
119,070
119,070
119,070
119,070
119,070
119,070
119, 070
119,070

0, 520, 232

Net
operating
revenue
(column.i

less colllllumn
8)

(9)

$178, 854
206, 99
233, 392
260, 684
287, 977
315, 269
342, 561
369, 854
397, 147
424, 443-
461, 730
479, 034
606, 329
633, 630
560, 0930660,)930560,930
500, 930560,030
60, 930

560, 930
500,930O560,930
560,930
56O,930

50, 930
500, 9:{o560,930

660, 930
5'O, 93060, 930
600, 930660, 930

500,9305i0, 930
660, 930

5f00,930560, 930
65O, 930
560, 930
560, 30
600, 930

560, 930
560,930
tMO, 930
500,930
f0, 91(30560, 930

2C,), 930

27,4230,212
27,424, 212

Repayment of
investment

Interest (3
percent of
previous
balance in
column 12)

Principal

Net out-
standing
municipal
and indus-
trial water
investment

Net munici-
pal and

industrial
water

revenue 2

Amount of
water

(acre-feet)

(10) (11) (12) (13)(14)

$272, 754
275, 571
277, 655
278,983279, 632
27, 279
278,199
270, 263
273, 461

--269, 750
265,109
259, 510
252,925
245, 322
230, 673
220,945
210,926
200, 06
195,970
185,027
173, 750
162,135
150,171
137, 813
126, 156
112,0S3
98, 617
84, 7148
70,462
55, 748
40, 593
24,983
8,904

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

6, 297, 669

-$93, 00
-69, 472
- 44, 263
-18,299

8, 445
35,990
64, 362
93, 580
123,680
154, 693
180,630
219, 524
253, 404
288, 308
324, 257
333, 985
344,004
354, 324
361, 954
375, 903
387,180
398, 705
410,7659
423,032
435, 774
448, 8147
162, 313
476, 182
490,468
505, 182
520, 337
535, 047
290, 813

0
0
0
0
0
0
0
0
0
00
0
0
0
0
0
0
0
0
0
0

9,091,800

[$9,091,8009,091, 800
9, 185, 700

9266, 172
9,299,435
9,317',734
9,309, 289
9, 273, 299
9, 208,937
9,116,351
8, 991, 665
8,830,972
8, 650,342
8, 430, 818
8, 177, 414
7,889, 106
7, 61,849
7, 230,864
6, 886, 860
6, 532, 636
6, 167, 582
6, 791,(i79
5,40, -199
6,005, 70t
4, 591, 9145
4,171,86.3
3, 736,089
3, 287, 242
2, 824,929
2, 348, 747
1,858, 279
1,353,097

832, 760
296, 813

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0

}-------------
............

0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

$255, 213
560, 930
560, 930
660,930
660, 930
500, 930
560, 930
56GO, 9:30
5C0, 930
560, 030560, 93050,930
5MO, 930
560, 930
560, 930
500,930500,930

560,930660,930
560,930
500,930
560,930

89. 950
1,050, 550
1, 123, 400
1,190, 400
1, 269, 450
1,342, 250
1,415,300
1,488,3001, 655, 450
1, 629, 350
1,699, 400
1, 769, 100
1,839, 150
1,898, 8501, 958, 700
1,958,700
1,958, 700
1,95S, 700
1, 95S, 700

1, 95S, 700
1, 95, 7001, 059, 700
1, 95S, 700
1,958,7001,958,700
1, 958, 700
1,95,700
1,958,700
1,9.58, 700
1, 9,5S, 700
1,95S, 700
1, 958, 700
1,058, 700
1,953, 700
1, 953, 700

1,95, 700
1, 95, 700
1, 958, 700
1, 95S, 700
1,95S, 700
1, 95S, 700
1,95, 700
1,905, 700
1,95, 7001,95 ,7001,95S,700
1,93)5, 700
1, 95S, 700
1,958, 700
1, 958, 700

Operating
revenue at
maximuni

rates I

(weighted
averages

class I, $2.70;
class 11, $1.45
per acre-foot)

(15)

$1,911,018
2,070, 227
2, 41,731
2, 693, 529
2, 7.15, 501
2, 807, 725
3, 019, 273
3, 201, 495
3, 353, 40GS
3, 501,870
3, 647, 648
3, 793,878
3, 939, 232
4, 085, 461
4, 207, 488
4, 329, 005
4,329, 905
4, 329,905
4,329, 95
4, 329, 005
4, 329, 9f5
4, 329, 09115
4,320,905
4, 329, 965
4,329, 965
4, 329, 90654,329, 905
4,329, 9654,329,905329, 065329,965
4,329,965329, 905

329,905
4, 320,905
4,329, 965
4,320, 065

4, 329, 965
4,329,065
4, 329,905
4, 329, 965
4, 329,905
4, 329, 90654, 329, 965
4,329,965
4, 329, 005
4,329,965

4, 329, 965
4,329, 90.5
4, 329, 965

12,034, 743 98, 518, 900 220, 638, 144

I I I I

I See )pars. 32 (nd 33 of text.
I Not revenue after deducting imnortizationl and interest (column 9 less columns 10 and 11).

Operating charges

Operation,mnainte-
nance and
overhead

16)

$3, 746, 9037
1,548,101
1,548, 101
1, 548, 101
1, 648,1011, 518, 101
1, 548,101
1, 548, 101
1, 54., 101
1, 5-1, 101
1, 54S, 101
1,64, 101
1, 618,1011,548,101
1, 65.8, 101
1, 48, 101
1 64-8,1011, 648,101
1 648,101
1, 648, 101
1 6548, 101
1, 618, 101
1, 548, 101
1, 548, 101
1, 48, 101
1, 648, 101
1, 548, 101
1 648, 1011, 648, 101
, 618, 101

1, 548, 101
1, 6548, 101
1,68,1011, 548, 101
1 648,1011, 548, 101
1 6548, 101
1, 618, 101
1, 6548,1011, 648, 101
1, 618, 101
1, 618, 101
1, 648, 101

1, 5i18, 1011,5618, 1011, 648, 101
I, 518, 101
1, 618, 101

1,518, 101
1, 5,18, 101
1, 548, 101

87, 341, 391

Project
pumping
(2.5 milel
per kilo-

watt-hour)

(17)

$514, 444
452, 903
25, 590

551, 15S
582, 777
611, 446
639, 61
671, -140
697, 253
724, 751
751,418
778, 197
804, 765
831,544
853,091
874, 7560
874, 75
874, 750
874, 750
874, 760
874, 750
874, 750
874, 750
874, 750
874,750
874, 760874, 750
874, 750
874, 760
874,750
874, 760
874,750
874, 750
874, 750
874, 760
874, 750
874, 750
874, 750
874, 760
874, 750
874, 750
874, 750
874, 750874, 750
874, 760
874, 750
874, 750
874,750
S71, 750

871, 750
874, 750
874, 750
874, 750

44, 982, 741

Replace-

Replace-
ments

(18)

$078, 018
280,133
280,133
280,133
280,133
280,133
280,133
280,133
280,133
280, 133
280,133
280,133
280,133
280,133
280,1332.30, 133
280,133
280,133
280,133
280, 133
280, 1:13
280, 133
280, 133
280, 133
280,133
280. 133
280, 133
2.0, 133
280, 133
280, 133
280, 133
280, 133
280,133280,133280, 133
280,133
280, 133
280, 133
280,133
280,133
280,133
280,133
280,133
280, 133
250, 133
280,133
280,133
280,133
280, 133
280, 133
280, 133
280,133
280, 133
280,133
280,133

Total
operating
charges
(columns
16, 17, and

18)
(19)

$4, 939, 399
2,281,137
2,353,824
2, 382, 392
2,411,011
2,439, 680
2, 468, 198
2, 498, 674
2, 525, 487
2, 652,985
2, 570, 652
2, 00, 431
2,632,999
2, 659, 778
2, 61, 325
2, 702,934
2,702,934
2, 702, 984
2, 702, 34
2, 702,984
2, 702, 03981
2, 702, 981
2,702,984
2,702, 981
2, 702,9354
2, 702, 084
2,702,084
2,702,9842,702,934
2,702, 984
2,702,984
2,702, 934
2, 702, 934
2, 702, 34
2, 702, 93-1
2, 702, 981
2, 702, 98-1
2,702,9S
2, 702, 984
2, 702, 984
2, 702, 984
2, 702, 981
2, 702, 98t
2, 702, 934
2, 702, 984
2,702, 84
2, 702,984
2, 702, 981
2, 702, 084
2, 702, 934
2,702, 984
2, 702,984
2, 702, 984
2,702,984

15, 805, 200 148, 132, 332

Net
operating
revenue

(column 15
less column

19)

(20)

-$3,028,381
-210,910

87, 907
211, 137
334, 490
45, 045
581,075
702,821
827, 81
948, 885

1,007, 996
1,187,447
1,300,233
1, 425, 683
1,620, 1083
1, 626,9811,026,981
1,620,981
1,620,9811,626, 0811,1626,9811,620,981
1,620,981
1, 020,981
1,620, 31
1,626, 981
1,620. 981
1, 620,1,9811,626, 0311, 62', 81
1, 626, 981
1,0126, 9811,620, OI
1,6020, 931
1,620, 0811,620,C081
1,026, 981
1,626,981
1 626,081
1,620, 981
1,620,981
1,620,9811,620,9811,626,0981
1,020,9811, 626, 981
1,020, 081
1,020, 9811,62(1, 081
1,020,981
1, 62, 981
1, 62(1, 981
1, 626, 981
1, 626, 981

72, 505,812

Total
revenues

applicable to
irrigation

investment I

(21)

$4, 219, 714
2, 413, 645
2,922,0773,196,347
3,355,451
3, 514, 647
3, 692, 284'
3, 790,013
3,889, 230
3,982, 253
4, 071, 476
4, 15, 9844,243,708
4,320,916
4, 388, 905
4, 4-18,981
4,405,9104, 361,560
4,315,873
4,268,8154, 220, 316
4, 170,,4224, 119,0014,006,037
4, 011, 184
3,955, 296
3,897,421
3,837, 80
3, 776, 410
3, 713, 168
3, 618, 029
3, 580,937
3, 511,831
3,695,805
3,935,9243,877,408
3,817, 268
3, 755, 242
3,691,305
3, 625, 673
3, 557, 806
3,488, 006
3,410, 113
3, 3.12, 002
3,265,790
3,187, 230
3,100, 313
3,022,969
2,937, 124
2,848,704
2, 757, 031
2, 663, 826
2, 607,207
2,407, 690
2,159, 048

199, 6601, 100

3 Columns 10, 13, and 20 plus columns 16 and 19 from table IV.

H. I)oc. 1416, 80-1 (Face p. 23) No. 2

Fiscal yeam

I

Year
of

rtldy

1
2
3
4
6
6
7
8
9
10
11
12
13
14
15
16
17
13
19
20
21
22
23
24
25
20(
27
25
29
30
31
32
33
31.

36
37

39
-10

4-2
43
41
45
46
47
4S
49
60
51
62
53
51

Earned
surplus
from

project
water
supply

Contra
Oosta dis-
tribution
system

(outstand-
ing Invest-
ment)

1951 -..--.
1952------.
1953.------
1954.---..-
1955-------
1956-------
1957.------
19 ..-------
1959.-----.
1900..-----
1901-------
1902.....

1063.----1906 --.--.

19C0.-------
1960 -..------19(19....--

1972.

1970.-----

1977..----
970 ...----197 .-------
1991 .----.-

19381-------

1931 -....--
19.55 ..---.-
19 6

.-----

19SS.-------

1990..----.
19911.....

1993 ....---

1995.------
1990 ------
1997). ...

2(X)01-----
2002 ....
2003:......
2001.......

(23) (24)

Net out-
standing
irrigation

investment

(/2)
$199,661,100(195,441,386
193,027,841
190,105, 704
186, 909, 417
183,653,900
180,039, 319
176,347,035
172, 557, 022
168, 607,792
101, 685, 639
160,014,063
156,455,079
162, 211,371
147,884, 465
143, 495, 550
139,040, 5669
13 , 610, 653
130, 270,093
125, 963, 220
121, 694, 405
117, 474, 059
113,303, 0637
109,184,6360105, 118, 699
101,107, 115
97,151,819
93, 264, 398
89, 416,689
85, 610,179
81, 927, 011
78, 278,082
74, 698, 015
71,186, 214
67,490,349
635-, 4256
69, 676, 057
55,859, 699
62,101, ,157
48,413,092
44, 787, 619
41, 229, 713
37, 741,70734, 325, 594
30,083, 5632
27, 717, 742
24, 630, 5612
21,424, 199
18, 401,230
15, 404,100
12, 01b, 402
9), 867, 771
7,193,945
4,026, 738
2, 159, 018

0

0

Fiscal
year

(25)

}1050
1951
1052
1953
1954
1955
1956
1957
1958
1959
1960
1961
19621963
1964
1965
1968

1969
1970
1971
1972
1073
1974
1975
1976
1977
1978
1079

1081
1982
1983
1984
1985
1986
1987
1988

19901901
1992
1993
19941995
1996
19971093
1999
2000
2001
20022003200420I2

$3,074,6003,074,600
2,997, 735
2, 920, 870
2,844,005
2, 767, 140
2, 690, 275
2, 613, 410
2, 636, 645
2, 459, 080
2, 382, 8152,305,950
2, 229,085
2,162,220
2, 075, 355
1,998,490
1, 921, 625
1,844,760
1, 767,895
1,691,030
1, 614, 165
1, 637, 300
1, 460, 435
1,383, 570
1, 300, 705
1,229,840
1, 152, 0976
1,076, 110

99, 245
922, 380
846, 515
768, 650
691, 785
614, 920638, 056
461, 190
384, 325
307, 460
230, 595
153, 730
76, 8756

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0

......o...

.,o. ......

o..........

$28, sf--
28, 863..

I~~I

-1i

9.869604064

Table: Table V.--Study of repayment of Central Valley project costs assuming maintenance of 100 percent maximum rates for irrigation water,1 project water supply
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CENTRAL VALLEY FEDERAL RECLAMATION PROJECT 23

36. It is found that the total estimated cost of the proposed con-
struction as discussed in this report is $384,314,000 as itemized in
paragraph 14 above.

37. It is found that the proper allocation of the estimated capital
costs of the project discussed in this report, and the amount of such
costs which can probably be repaid by net revenues, by the year
2009, is as set forth below:

Cost alloca. Probable
tion repayment

Nonrcim bursable:
Navigationl...------------------ ------- $18, 083, 000 ................
Flood control ............-------- .--------- 31,444, 000 ................

Total nonrcimibursablo .......---- ------------..- 49, 627, 000 .--------------

Ileimbursablo.
Irrigation, Including salinity repulsion..- .1 1--------------- 199, 61,100 65, 470,875
Contra Costa distribution system-..-......-..--.------.----- 3,074, 00 3, 074, 600
Municipal and industrial water.....-----..-..-.---- -- 9,091, 800 29, 667, 932
Coinnmercial power.-.------------. ---... 104,143, 600 227, 757, 693

Total reimbursable .- .................-----..---------..-- 315,971,100 316, 971,100
Canal capacity for future use-.....-.- --------..----- 18, 815, 900 i 18, 815, 900

Total reimbursable cost of project .....-.....---------- ---- 331, 787, 000 334,787, 000

Total cost of project- ................. ...... ...............- 384, 314,000 ......... ......

I To bo repaid by water users using this capacity when additional storage is provided; otherwise by sur.
plus revenues from other features by the year 2012.

9.869604064

Table: [No Caption]
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APPENDIX A

ALLOCATION OF COST BY THE ALTERNATIVE JUSTIFIABLE EXPENDITURE
METHOD

This section is directed to determining the part of the estimated cost
of the Central Valley project which can properly be allocated to each
of the project functions on the basis of an analysis embodying the
alternative justifiable expenditure theory. This method has been
widely used in the past and is recognized to have approximate validity
in application to the Central Valley project. This method comprises
three basic steps (1) to assign the costs of the single-purpose features
directly to their respective functions, (2) to divide the costs of the
canals and power system which serve more than one function in pro-
I)ortion to the relative uses of the works, and (3) to allocate the costs
of the multipurpose reservoirs in proportion to the justifiable ex-
p)enditures for alternative single-purpose structures.

SINGLE-PURPOSE COSTS

The single-purpose features of the project are those listed below:
Single-purpose features:

Dclta-Mcndota canal---------------------------------- $71,175, 000
Madera canal------------------------------------------- 2, 575, 000
Friant-Kern canal--------------------------------------- 3, 834, 000
Contra Costa distribution system-------------------------- 3, 074, 600
Commercial Power transmission system ------------------- 14, 883, 000
Flood-control features, Shasta Damn ---------------------- 1, 223, 860
River outlet valves and controls, Shasta Damn- -------- 3, 228, 404
Flood-control features, Friant Dam-----__-.-------------- 807, 000
Irrigation outlets, PFriant Dam --------------- 553, 000
Water rights and miscellaneous-------- ---- 5, 575, 100

Total----------------------------- 139, 928, 964
The Delta-Mendota canal will be used for the single purpose of

irrigation in the San Joaquin Valley, but an allocation of its costs is
Ile(led as between the capacity provided for the water to be made
available by Shasta Reservoir and the capacity provided for a future
supply from other reservoirs.

Percent Amount

D)elta-Mendota canal:
Irrigtion............................................................. 70.09 $54,093,000
Capacity for future water.... .................................... .. 23. 91 17, 082, 000
Total .............................- 100. 00 71, 175, 000

The item labeled "Water rights and miscellaneous" includes $33,000
which was expended in power-market studies and is directly chargeable
to power. The remaining $5,542,100 consists of $5,367,100 for water
iglits purchased, $100,000 for Sacramento River service-area studies,
nnd $75,000 for Delta-Mendota service-area studies which is all
directly chargeable to irrigation.

9.869604064

Table: [No Caption]


Table: [No Caption]
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26 CENTRAL VALLEY FEDERAL RECLAMATION PROJECT

LIMITED JOINT COSTS

The features listed below serve more than one function, but have
limited use. It is proposed that their costs be allocated on a pro-
portionate-use basis.
Limited joint-cost features:

Delta Cross Channel------------------------- $11,839, 000
Contra Costa canal .----------- ---..------------------- 5,439,300
Power plants (including Keswick Dam) ------_-_---------- 59), 316, 500
Joint transmission system -_..-_.- --__--_--_---- ___---- 34, 542, 000
Project pumping transmission systemll-___----__ _________ 864, 000
Delta area studies .----------------------------.----- 100, 000

Total---------------------------------------------- 112, 100, 800
The Delta Cross Channel will convey water for irrigation and for

municipal and in(lustrial purposes. Inclu(lde as a supplemental
irrigation function is the distribution of water across the Delta in a
manner to repulse the encroachment of ocean salinity. The cost
assigned to irrigation and salinity repulsion is divided on a propor-
tionate basis between the capacity provided for thle water to be made
available by Shasta Reservoir and tlie capacity for a future supply
from other reservoirs.

Percent Amlount

Delta Cross Channel:
Irrigation and salinity repulsion:

Project water supl)ly..-----........--- .......----.--..--- ----- .. 87.06 $10,3:07,034
Capacity for future water ----..- ..-- ----- -------. -----------.-.- 11.27 1, 331, 255

Municipal water ...... .... --------....-------. ---------------.---- 1.07 197, 711

Total .. .-........ ------------------------------------------.....- 100 00 11, 830, 00

The Contra Costa canal will function for the purl)oses of irrigation
and municipal water supl)ly. The 1proportionate cal)acity require-
ments and corresponding allocations of cost are as follows:

Percent Amount

Contra Costa canal:
Irrigation-...---.------------.---. -------------...------ 4.... 11 $2, 465, 300
M municipal water.-.. - --.... ...........--- ... .. . 17. 72 2, 595, 034
Capacity for future water..-...-- ..........7................---- 7. 14 388, 366

Total 10..0..----- --- - -- .................... ............. 00 6, 43, 300

The power plants and main transmission system are designed to
supply power for pumping water in the project canals and for com-
mercial power sales. Selecting the peak demands in kilowatts re-

quired at a delta load center for each purpose as a reasonable basis
for allocation the following factors are indicated:

Percent Amount

Power system common to project pumping and commercial service:
Irrigation, project water -.. ...-..----.....--....------------- --.-- . 21. 61 $20, 217,121
Municipal water ..................................................5 516, 222
Commercial pow er ...-..........- ....- .............--................ 77. 91 73, 125,157
Total 100...-..........................................................- 00. 0 93.858.50
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The project transmission system, which is to extend from the end
of the main lines to the pumping plants, for the purpose of supplying
power to the pumping plants for their functions of handling water
for irrigation and municipal water supply. Based on the estimated
demands, the following allocation is indicated:

Percent Amount

Project pumping transmission system'
Irrigation, project water ..-----.....- ...---- .......... -.................. . ..7.4 .'842, 222
Municipal water.---.. ..-------.----..--.. -----------..--...-....- ....--.... 2.52 21.771

Total----------------- -100. 00 86l. 00

The item'lalbeled "Delta area stldlies" is allocated on tlce same )pro-
)portionate basis as the delta cross-channel costs:

Percent Amount

Delta area studies:
Irrigation and salinity repulsion:

Project water supply y.-.................................................... 7.7.00 $87, 060
Capacity for future water-- ...-.-------------.---.-----.-----.-------- I.1 27 1127, 270

Municipal water -.........-...- .. ............. ........ 1.67 1,670
Total ........................................................... 100.00 100,003

GENERAL JOINT COSTS

Attention is next given to the problem of allocating the costs of
Shasta Reservoir and Millerton Lake and certain miscellaneous costs.

(() avigation.-For navigation, a comprehensive study was made
by a committee on the Central Valley project studies, in which
p)elsonnel from tlic Corps of Engineers, San Francisco district office,
took a leading part in estimating the costs of alternative expenditures.
From t consideration of the data assembled in these studies it is
found that the navigation benefits above Sacramento which are
expected from the project could bo provided l)y an alternative system
of locks and (lams. The total annual charge for such an alternative is
estimated at $816,000. Subtraction of the estimated operating
charge of $330,000 per year attributable to the supplemental channel
work which will 1)o needed (own stream from Sllasta Dam leaves
$480,000 per year as the value determined by tlie cost of alternative
structures for tile navigation benefits above Sacramento. It is
further estimated that Shasta Reservoir will reduce navigation
maintenance down stream from Sacramento by $4,000 per year,

hllicll reduction the alternative system of locks and (lams would not
affect. An additionalnavigation benefit of Shasta Reservoir is its
elimination of the necessity of constructing a barrier to prevent salt-
water intrusion into the delta area. Such a barrier woullll seriously
interfere with lower river navigation. In recognition of this benefit of
Slasta Reservoir, Congress authorized a nonrecimbursable expendi-
ture of $5,630,000. Such authorization is found in tlie approval of
House Documlent No. 35, Seventy-third Congress, Second session,
by the Rivers and -Tarbors Act of Augllst 30, 1935 (49 Stat. 1038),
m which a previously recommended Federal contribution to tle
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first cost of Shasta Reservoir for navigation benefits is increased by
$5,630,000 for the reason that the reservoir-
* * * by remedying the intrusion of salt water into the delta of the Sacr4-
mento and San Joaquin Rivers it eliminates from consideration Federal participa-
tion in the construction and operation at great cost of locks and structures to
prevent such intrusion, and assures a free and open passage for highly important
navigation through the channels of the delta
On the assumption that the operating expenses for the reservoir will

be carried by revenue-producing functions, it is concluded that the
capitalized value of $484,000 annually plus $5,630,000 may be taken
as the capital value of Shasta Reservoir for navigation under the
alternative-expenditure approach to the problem. Assuming that
money costs the United States an average of 3 percent per annum and
that the estimated benefits may be reasonably anticipated for a period
of 50 years, it is indicated that the $484,000 annual value would justify
a capital expenditure of $12,453,000. Addition of the $5,630,000
results in the total capital value of $18,083,000 for the navigation
benefit of Shasta Reservoir under the alternative-expendi ture approach
to thle problem.
The question as to whether or not the alternative expenditure is

justified is determined by an evaluation of the benefits. The four
types of benefits that were considered are shown below:

(1) Savings in transportation attributable to the possibility
of increased navigation on the Sacramento River above Sacra-
mento.

(2) Savings in cost of maintaining navigation depths in the
Sacramento River below Sacramento because of increased
minimum flow

(3) Savings in cost of maintaining navigation structures be-
cause of reduced action of marine borers attributable to decreased
salt contents of the water.

(4) Savings in "defrosting" ocean-going vessels attributable to
the shorter upstream travel needed before sufficiently fresh water
is reached to remove marine growth.The navigation benefits shown above are estimated to have an

average value of $1,325,400 annually, which is more than 50 percent
greater than the estimated annual charges for the alternative system
of locks and dams. The estimated cost of the alternative system of
locks and dams is thus shown to be justified. Since the authorizing
legislation for the Central Valley project states "That the said dam
and reservoirs slall be used, first, for river regulation, improvement of
navigation, and flood control; second for * * *" etc., it is manda-
tory that preference in operating the reservoirs be given to navigation
and flood control. Accordingly, it is concluded that the full amount
of the alternative justifiable expenditure, i. e., $18,083,000, may be
taken as the allocation to navigation.

(b) Flood control.-As with navigation, studies of the project's
flood-control benefits and alternative methods of providing them were
considered by a committee on the Central Valley project studies.
It is estimated that benefits equivalent to those which will result from
the proposed operation of Shasta Reservoir for flood control could be
obtained by construction and operation of a reservoir having an
active storage capacity of 1,300,000 acre-feet at the Table Mountain
site. The first cost of such a reservoir is estimated at $37,000,000
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and the total annual charges at $1,500,000. The corresponding bene-
fits are estimated to average $703,600 per year. Since the estimated
benefits are lower than the estimated alternative expenditure, the
former is recognized as controlling in determining an alternative
justifiable expenditure. No suitable alternative appears practicable
for Millerton Lake. The estimated average benefit of $291,500 per
year is taken as a measure of the alternative justifiable expenditure
applicable to Millerton Lake.
On the assumption that the operating expenses tor the reservoirs will

be carried by the revenue-producing functions it is concluded that the
sum of the gross benefits for Shasta Reservoir and Millerton Lake,i. e., $995,100 per year is applicable to fixed charges. Assuming that
money costs the United States an average of 3 percent per year and
the estimated benefits are reasonably anticipated for a period of 100
years, the capitalized value of the flood-control benefits is $31,444,000.
Since, as stated above, flood control along with navigation has a priorclaim upon operation of the reservoirs, it is concluded that the full
amount of the alternative justifiable expenditure ($31,444,000) may
be taken as the allocation to flood control.

(c) Irrigation including salinity repulsion.-An alternative supply of
water for the project's irrigation and salinity-repulsion service could
be provided by construction of reservoirs on the Feather River, the
Anmerican River, and other tributaries to the Sacramento and San
Joaquin Rivers or by .constructing reservoirs at alternative sites on
the Sacramento and San Joaquin Rivers. The extensive studies that
have been made for the basin show, however,that the least expensivesinlgle-purpose system that would provide the project's irrigation and
salinity-repulsion benefits is one having tle same general designn but
with smaller units than those planned for the project. It is esti-
mated that a reservoir on the Sacramento River having a capacityof 2,300,000 acre-feet would provide sufficient regulation for the pro-posed irrigation and salinity-repulsion services. Tlhe full capacity of
Millerton Lake is needed, however, for the proposed irrigation service.
It is estimated that a single-purpose alternate for Shasta Reservoir
could be built for $74,000,000 which cost added to the estimated cost
of Millerton Lake ($20,461,000) indicates an alternative cost of
$94,461,000 for irrigation and salinity-repulsion reservoir requirements.
In addition the direct costs of $112,658,783 for canals pumping plants,etc., would be included in the complete alternative irrigation project.In addition, electric power for project pumping would have to be
purchased at rates that in view of the unfavorable load factor could
not be expected to be less than 6 mills, as compared with the 2.5-mill
rate un(ler conditions of the multiple-purpose project. This would
involve additional annual operating expenses of $1,281,000 which
capitalized at 3 percent for 50 years, would amount to $32,960,000.The total estimated cost of the alternative irrigation-salinity control
project wold therefore amount to $240,079,783. The total direct
costs are $133,505,842 leaving a remaining alternative of $106,573,941.'There is no truly accurate basis for estimating the direct net irri-
gation benefit. These benefits will vary according to the actual dispo-
sition that is made of the water-a matter which cannot be fully
determined in advance; and according to the long-time future course
of agricultural prices--a matter which cannot be forecast with assur-
ance. Much benefit will accrue, moreover, from lowered pumping
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costs, reduction of crop loss from drought, and in prevention of a
return to dry farming or dry land pasture of lands now under inade-
quate or precarious irrigation. Fulrtlermore, as a purely practical
consideration, the value of irrigation water to irrigators as reflected in
terms of ability or willingness to pay will be critically influenced by
Uhe extent to which the value of irrigation water has been capitalized
in advance in land values, and this, in the form of mortgages or other
fixed capital costs represents an effective prior claim upon the irri-
gators' income.
A conservative indication of the valuation ol the irrigation benefits

can be obtained by analyzing a series of estimates of the net value per
acre-foot of water at the farm applied to present y layhands within the
Central Valley of the same land types as those on which the water will
actually be delivered, and assuming that conservative types of farming
operations will prevail. While it is recognized that the project will
provide a supIplemental supply of water to lands now inadequately
served and provide other types of irrigation benefits, as well as supply
w\later to lands nowv dry, an analysis of its value when applied to dry
land is considered a reasonable over-all approach. The series of per
acre-foot farm benefits referred to ranges from approximately $3 to
$15. An average of these benefits weighted according to the distribiu-
tion of the water on varying soil types and for use with differentt crop
patterns an(l with regard to the uses to which the water will most
likely be put, can be established at a figure of $6.50. If distribution
system costs of $2.35 on all water are deducted, and additional costs
to tlhe operator of $1.50 for class II water, a total direct net annual
irrigation benefit of $6,591,605 is indicated. In addition to this, total
benefits from salinity repulsion are estimated to average $203,600
annually in prevention of crop damage and $1,400,000 annually by
permitting better and more profitable land use. These total annual
irrigation and salinity-control benefitsof- $8, 195,205, capitalized at
3 percent for 100 years, give a figure of $259,341,930. The priority-
use allocation of $189,673,533 is thus found to be less than either the
estimated benefits or the estimated cost of providing the same irriga-
tion and salinity-control benefits by an alternative single-purpose
ieans, and is therefore considered reasonable as an allocation to the
irrigation function (including salinity-repulsion services), exclusive of
subsidiary costs (mainly fish protection), incidental to the performance
of this function under the actual conditions of the project.

(d) MIunicipal water supply.-lMunicipal water rates to customers in
Contra Costa County range from $62 per acre-foot in Pittsburg to $81
in Antioch. The East Bay municipal utility district, which serves
Oakland, Berkeley, and adjoining communities near Contra Costa
County, has a rate schedule ranging from $98 per acre-foot to small
customers to $52 to large customers, and in addition collects a tax to
assist in meeting its costs. No undeveloped sources of supply are
known from which a lower-cost service could be provided, and it is
doubtful that much additional water could be supplied from the existing
sources at tlhe present prices.

Tlie costs of water shown above, which average $73 per acre-foot,
include costs for treatment and conveyance to actual consumers.
After allowing for tile treatment and conveyance costs applicable to
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tihe proposed canal-side delivery ol project water it is concluded that a
Iprice of $10 per acre-foot wouldl provide relatively cheap waiter for the
users and at tle same time be amlple to cover all properly assignable
project costs. Application of this rate to thle expected sale of 68,000
acre-feet per year indicates an annual gross revenue of $680,000.
Subtraction of the estimated annual operating expenses of $119,070
leaves $560,930 per year available for fixed charges. Repayment in
50 years witl interest at 3 percent per alnnum on tle unpaid i)alance
would require an annual fixed charge of 3.887 percent. Capitalizing
the amount available for fixed charges on that basis as permitted
under 'ection 9 (c-2) of the Reclamation Project Act of 1939, indi-
cates anl alternative justifiable investment of $14,431,000. It is
concluded that this amount is properlv allocal)le to the function of
municipal water supply
(e) 'Comnnercial power.-An estimate of tlhe lowest cost of an alterna-

tive source for tie project power capability necessitates a choice
between hlvdroelectric and steam-electric facilities. Although there
are many flydroelectric sites remaining to be levelopedl, it is believed
tlat a generating capacity coml)arable to that of tle Shasta and
Keswick power plants could not be developed at any available single-
iurllose hydro site to produce energy at a lower cost ltani equivalent

steam-electric l)roduction. Tlie conclu(lFion is tlat the estimated cost
of a steam-electric power plant and the current Iwholesale rates and
rate trends of public utilities in the area to be served should be
determined and jointly considered in estimating an alternative justi-
fiablle allocation for commercial power.
Assuming Antioch to be a suitable site for an alternative stecam-

electric power plant, it appears that it would be calle(l oil to have ant
nssureld net capacity of 351,000 kilowatts and to (leliver a net output
of 1,967,000,000 kilowatt-hours per year. Assumingi the installation
of 390,000 kilowatts, wNiichl would provide reasonable stand-by capac-
ity, at $100 p)er kilowatt inclusive of associated transformers and
switchling facilities, represents an investment of $39,000,000. The
estimatedd operating and maintenaltc e expense, including an allowance
for replacements, is $6,765,000 per year. Addition of $1,516,000 for
3 percent interest and 50-year amortization results in a total production
cost of $8.281,000 perl year. Addition of that amount to the estimated
cost of the commercial transmission plant ($1,364,000) results in a
total alternative cost or value of $9,645,000 per year for tile project's
power system. Subtraction of the estimated operating expense of the
)project's power system as allocated to commercial power leaves
$5,171,000 per year for fixed charges. Capitalizing this amount on
a 50-year repayment, 3-percent interest basis indicates a total capital
value of $133,047,000 for tile commercial power system. Subtraction
of tlie costs that have been allocated to commercial power for project
features other than for reservoir storage ($88,041,157) leaves $45,-
005,843 as the remaining alternative investment. Evidence that the
amount is justifiable exl)enditure is found in the fact that the basic
alternative cost of production and transmission ($9,645,000 annually)
Represents 5.50 mills per) killowatt-hour for the assumed firm energy.
This is less than the average now paid by wholesale customers in the
area under consideration.
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SUMMARY

The foregoing study shows the following partial allocations of project
cost:

Partial allocation oJ estimated cost
Navigation--------
Flood control ----------------------
Irrigation, including salinity repulsion:

$18, 083, 000
31,444, 000

Project water supply----------- --------------- 133, 505, 842
Contra Costa distribution system --__ ---------- 3, 074, 600
Canal capacity for future water-------------- 18, 815, 891

Municipal water-------------------------------------- 14, 431, 000
Commercial power------ ---------------- 88, 041, 157
Unallocated joint costs _---------- ..----------- 76, 918, 510

Total cost of project---------------------------------- 384, 314, 000
The allocation of common costs was obtained as shown in the

following table:
Central Valley

Irrigation---.-----. -.
Commercial power. -.--.

Total------------

$210, 079, 783
133, 017,000
373,120, 783

$133, 505,842
88,011,157

221, 546, 999

Remaining justifiable
expenditure

Amount Percent

$100,673,041 70. 31
45, 005,843 29. 69

151,579,784 100.00

Allocation Total allo
of Joint cost cations

$51,081, 404
22, 837, 106

76, 918, 510

$187, 587, 246
110,878, 263

298. 465, 509

Aller~natvtThe final allocation is shown below: luatfiable
xpendilurec

Navigation ---------------------------- $18, 083, 000
Flood control ----- . 31,444, 000blood control,------l---.------------------------------------31,444,000
Irrigation (including salinity repulsion) ---- ...------------ 187, 587, 246
Contra Costa distribution system _---------.--- ----3, 074, 600
Canal capacity for future water-------------------------- 18, 815, 891
Municipal water------------------- 14, 431,000
Commercial power-- ---------------- ---110, 878, 263

Total --- --------------------- 384, 314, 000

APPENDIX B

ALLOCATION OF COST BY A MODIFIED PROPORTIONATE USE M ETHIOD

This section is directed to determining the part of the estimated
cost of the Central Valley project which can properly be allocated to
each of the project functions on the basis of an analysis embodying
a special application to the circumstances of the Central Valley project
of the theory of proportionate use. The proportionate use the(.ry.
has been widely used in the past, and, modified to take into accoi:nt
the dominance of certain purposes and the actual operating priorities,
as well as by the principle that, except for the dominant purpose of
the project, no function should receive an allocation higher than the
cost of an alternative single purpose means or the sum of the benefits,
it is recognized to have approximate validity in application to the
Central Valley project.

_________
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The special purposes and circumstances of tlhe Central Valley
project consist principally of the fact that the predominant aim of the
project is water conservation with particular reference to the large-
scale transfer of water southward to bring land and water resources
more nearly into balance. But the effecting of the predominant
purpose of water transfer cannot be carried out in disregard of other
legitimate public purposes of water management. Flood control
reservations at the reservoirs must be maintained, and where navi-
gation is concerned, minimum river depths must be assured. River
regulation would fall short of its full public service potentialities if it
did not at the same time offer the maximum feasible assurance against
salt water intrusion into the rich delta lands-one of the initial
motives for the project-and likewise provide a flow during the spawn-
ing and hatching season for fish propagation. The nature of these
functions is such that, if they are performed at all, they must have an

operational priority over the irrigation function. The electric power
function is supplementary, and intended to insure full use of natural
resources and to aid the project financially in its major purposes.
Both in terms of fundamental purposes and of mandatory reservoir
operation priorities power occupies a subordinate position in spite of
the major contribution it makes toward the project financially.
As a first step in the allocation of costs, all capital costs incurred

for features or other expense items that serve only a single purpose
arc charged entirely to that purpose or function. The joint power
features are allocated between commercial power on the one hand
and project pumping on the other on the basis of the kilowatt demand
requirement of the latter, this being the factor that determines the
amount of firm power that will be available for commercial sale.
The residual joint costs are then allocated among the various func-

tions they serve on a proportionate basis but with regard to practical
operating priorities that in effect regularly, occasionally, or potentially
serve to favor one function to the disadvantage of another. The
joint costs of Shasta Dam were distributed in the ratio for which
releases were indicated in a hypothetical operation for a mean year
composed of average monthly run-offs for the 22-year period, 1921-42,
with all authorized features assumed to be in full operation. In
view of the fact that almost all releases serve two or more purposes,
the mandatory priority of operating purposes (first, river regulation,
navigation, and flood control; second, irrigation; third, power) was
considered governing in the sense that releases were not charged to
second-priority purposes unless requirements for that purpose were
in excess of current requirements for first priority. Releases serving
two or more purposes within the same priority group were prorated
according to the requirement. Fish protection was interpreted as
included under river regulation, except that releases were charged to
this function only if they exceeded the requirements for other first-
riorlity demands. This requirement is that the river level cannot be
powered more than 6 inches below its height at the beginning of the
spawning season in mid-Octolber until late in winter. Allowances for
delta consumptive use and for the satisfaction of preproject water
lights along the Sacramento River-were made corresponding to a
safe estimate of established water rights. Inflow from tributary
streams was considered on the basis of a corresponding 22-year mean.
All figures were entered and computed on a monthly basis.

11. )Doe., 80-1, vol. 18--54
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Table I presents thie results of this initial priority.-use allocation.
This allocation, although not the final allocation, shows the actual
capital costs, under the circumstances of the authorized features of the
project, of providing for achl of the functions that the project must
serve. This allocation is thentested or adjusted by two steps. First,
the costs incurred for functions or benefits provided by the project
for which no present means exist forc collecting from beneficiaries-
mainly salinity control andfi'ih protection-are reclassified so that the
cost may be borne by revenue-producing functions. Second. the
allocation to each of the assignable functions as derived from the
priority-use analysis is examined on the basis of two criteria: (1) Is
this allocation greater than the estimated benefit? (2) Is this nlloca-
tion greater than the cost of providing an equal benefit by an alterna-
tive single purpose means? If either answer is in the affirmative. the
lowest oftlhe three is chosen as the final allocation..

Preliminary priority-use allocations must be tested by comparison
with tlie benefits derive(l, and with tihe costs of alternative means of
securing them. For navigation, i comprehensive study was made by
a committee of tlhe Central Valley project studies, in which personnel
from the Corps of Engineers, SanlFrancisco division office took a

lending part in estimating the cost of alternative expenditures. From
a consideration of the data. asscnel)led in these studies, it is found that
the navigation benefits above Sacramento which are expected from
the project could be provided by an alternative system of locks andl
d(ams. The total annual cost of such a system was estimate(l at
$816,000. Subtraction of the estimated annual cost of $336,000 for
tlhe supplemental channel work which will be needed with thepresent
project leaves $480,000 as the annual value of navigation benefits as
tested by comparison with the cost of alternative structures, above
Sacramento. Downstream from Sacramento, it isfurther estimated
that Shasta Reservoir operation will reduce navigation maintenance
by $4,000 per year, which reduction the n.lternative system of locks
and dlams would not effect. An additional downstream navigation
benefit of Shasta Reservoir is its elimination of the necessity of con-
structing a barrier to prevent salt water intrusion into the delta area.
Such a barrier, which would be required in connection with the alter-
native system of locks and dams, would seriously interfere with lower
river navigation. In recognition of this benefit of Shasta Reservoir,
the Congress authorized a nonreimbursable expenditure of $5,630,000
in its approval of House Documentc No. 35, Seventy-third Congress,
second session, by the Rivers and Harbors Act of August 30, 1935
(49 Stat. 1038). On the assumption that operating expenses for the
reservoir will be carried by revenue producing functions, it is concluded
tlat the capitalized value of $484,000 annually plus $5,630,000 may
be taken as the value of navigation benefits of Shasta Reservoir as
measured by the cost of providing the same benefits by alternative
means. Assuming capitalization at a 3-percent interest rate, and
that the estimated benefits may be reasonably anticipated for a

period of 50 years, the annual value of $484,000 would justify a

capital expenditure of $12,453,000. This, with the addition of
$5,630,000, gives a total capitalized navigation benefit of $18,083,000.
The types of benefits that were considered are as follows:

(1) Savings in transportation attributable to the possibility of
increased navigation on the Sacramento River above Sacramento.
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(2) Savings in cost of maintaining navigation depths in the
Sacramento River below Sacramento because of increased mini-
Inum flow.

(3) Savings in cost of maintaining navigation structures be-
cause of reduced action of marine borers attributable to decreased
salt contentof water.

(4) Savings in "defrosting" ocean-going vessels attributable to
the shorter upstream travel needed before sufficiently fresh water
is reached to remove marine growth.

'The navigation benefits shown above are estimated to have an
average annual value of $1,325,400. The estimated cost of the alterna-
tive system of locks and dams is thus indicated to be less than the
estimated benefits on the one hand, and less than the actual cost of
providingg the service under actual operating schedules of the present
multiple-purpose project. It is concluded therefore that the full
:Ilount of the lesser of these three-$18,083,000 as tie cost of alterna-
tive single purpose structures---manv e re.asonablv takers as tle
'llocation to navigation.
As with navigation, the project's flood-control benefits, and alterna-

tive methods of providing them, were considered by the committees
of the Central Valley project studies. On the basis of data utilized
and presented by those committees, it was estilnated that benefits
equivalent to tlose which will result from the proposed operation of
alista Reservoiri for flood control could be obtained by construction

1and1 operation of a reservoir having an active storage capacity of
1,300,000 acre-feet at. the Table Mountain site. Tlie first cost of
-uecli a reservoir was estimated as $37,000,000, and the total annual
h.nbarges as $1,500,000. The corresponding benefits were estimated to
Average $703,600 prc' year. Since the estimated benefits are lower
than the estimated alternative expenditure, the former is recognized
,is controlling. No suitable alternative appears practicable for Miller-
Ion Lnak. Th' estimated average benefit of $291,500 per year is
taken as a measure of the alternative expenditure applicable to
xlillerton Lake. ()On the assumption that the operating expenses for
'lie reservoirs will be carried by the revenue-producing functions, it is
includedd that the gross flood-control benefits for Shasta Reservoir
ind Mlillerton Lake amount to $995, 100 per year. Assuming capital-
ization at a 3-percent interest rate, and that the estimated benefits may
he reasonably anticipated for a period of 100 years, the annual value
)f $905,100 would justify an expen(liture of $31,444,000. The benefits
are thus estimated to be less than either the costs of alternative single
purpose structures or the cost of providing the service under actual
operating schedules of tle present multiple-purpose project. It is
concluded, therefore, that the full amount of the lesser of these three-
$31,444,000 as tle amount of the estimated benefits--may reasonably
Ibe taken as the allocation to flood control.
An alternative supl)ly of water for tlie project's irrlgatioll alnd

salinity repulsion service could be l)rovided by construction of reser-
voirs on the Feather River, the American River, or other tributaries
to the Sacramento and San Joaquin Rivers or by constructing
'eservoirs at alternative sites. The extensive studies that llave been
made for the basin show that tlie least expmiesive single-purpose
system tliat woull provide tlie project's irrigation and salinity
repulsion benefits is one having the same general design but with
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smaller units than those of the present project. It is estimated that
a reservoir on the Sacramento River, having a capacity of 2,300,000
acre-feet, would provide sufficient regulation for the proposed irriga-
tion and salinity repulsion services. The full capacity of Millertoln
Lake is needed, however, for the proposed irrigation service. It is
estimated that a single-purpose alternate for Shasta Reservoir could(
be built for $74,000,000, which cost added to the estimated cost of
Millerton Lake ($20,461,000) indicates an alternative cost of
$94,461,000 for irrigation and salinity repulsion reservoir requirements.

This figure of alternative reservoir costs is first to be compared(
with the capital cost of providing reservoir service under the present
multiple-purpose project-$39,687,252 for Shasta and $16,268,150 for
Millerton or a total of $55,955,402 for both. For comparison with
benefits, however, $112,658,783 for canals, water rights, and other
miscellaneous common costs, as in the present project, must be added.
This results in an estimated cost of $207,119,783 for a single-purpose
alternative exclusive of power supply. To this figure must be added,
however, the difference in operating costs in project power supl)ly.
Whereas the present multiple-purpose project, with a proportion of
power costs allocated to irrigation, will obtain project pumping power
for 2.5 mills per kilowatt-hour (as the equivalent of a share in power
operation and maintenance expenses) the alternative here considered
could hardly hope to secure such power services, with its unfavorable
load factor, for less than 6 mills. This would involve additional
annual operating expenses of $1,281,000, which, capitalized at 3
percent for 50 years, would amount to $32,960,000. The total cost
of the alternative means may therefore be considered as $240,079,783.
To make the capital costs under the present project conditions truly
comparable, the costs for fish protection, war protection measures,
and recreation munst properly be included (as indicated in the descrip-
tions of these below). There must also be added the residuum of
costs for flood control and navigation representing the difference
between costs of providing these services as indicated by the priority-
use allocation and the amounts actually allocated to these functions.
The alternative cost of $240,079,783 is therefore to be compared
with the capital cost, under present multiple-purpose project con(li-
tions, of $211,735,024. The present cost is thus indicated to be the
lower of the two, and there is the additional practical advantage that
only under the circumstances of such a multiple-purpose project as
the present one would the irrigation and salinity repulsion functions
have the opportunity of enjoying a large measure of financial assistance
from sales of commercial power.
There is no fully accurate basis for estimating the direct net irriga-

tion benefit. These benefits will vary according to the actual disposi-
tion that is made of the watcr-a matter wlich cannot be fully
determined in advance; and according to the long-time future course
of agricultural prices-a matter which cannot be forecast with
assurance. {Much benefit will accrue, moreover, from lowered pump-
ing costs, reduction of crop loss from drought, and in prevention of a
return to dry farming or dry-land pasture of lands now under inadc-
lquate or precarious irrigation. Furthermore, as a purely practical
consideration, the value of irrigation water to irrigators as reflected
in terms of ability or willingness to pay will be critically influenced by
the extent to which the value of irrigation water has been capitalized
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in advance in land values, and this, in the form of mortgages or other
fixed capital costs represents an effective prior claim upon the
irrigators' income.
A conservative indication of the valuation of the irrigation benefits

can be obtained by analyzing a series of estimates of the net value per
acre-foot of water at the farm applied to presently dry lands within the
Central Valley of the same land types as those on which the water will
actually be delivered, and assuming that conservative types of farm-
ing operations will prevail. While it is recognized that the project
will provide a supplemental supply of water to lands now inadequately
served and provide other types of irrigation benefits, as well as supply
water to lands now dry, an analysis of its value when applied to dry
land is considered a reasonable over-all approach. The series of per
acre-foot farm benefits referred to ranges from approximately $3
to $15. An average of these benefits weighted according to the
distribution of the water on varying soil types and for use with
liffercnt crop patterns, and with regard to the uses to which the
water will most likely be put, can be established at a figure of $6.50.
If distribution system costs of $2.35 on all water are deducted, and
additional costs to the operator for class II water, a total direct net
annual irrigation benefit of $6,591,605 is indicated. In addition to
this, total benefits from salinity repulsion are estimated to average
$203,600 annually in prevention of crop damage and $1,400,000
annually by permitting better and more profitable land use. These
total annual irrigation and salinity-control benefits of $8,195,205,
capitalized at 3 percent for 100 years, give a figure of $259,341,930.
The priority-use allocation of $211.735,024 is thus found to be less
thllan either the estimated benefits or the estimated cost of providing
the same irrigation and salinity-control benefits by an alternative
single-purpose means, and is therefore considered reasonable as an
allocation to the irrigation function (including salinity-repulsion
services), exclusive of subsidiary costs (mainly fish protection),
incidental to the performance of this function under the actual condi-
tions of the project.
An estimate of the lowest cost of an alternative source for the

project power capability necessitates a choice between hydroelectric
and steam-electric facilities. Although there are many hydroelectric
sites remaining to be developed, it is believed that a generating
capacity comparable to that of the Shasta and Kcswick power plants
could not be developed at any available single-purpose hydro site to
produce energy at a lower cost than equivalent steam-electric pro-
(luction. The conclusion is that the estimated cost of a steam-
electric power plant and the current wholesale rates and rate trends
oi public utilities in the area to be served should be determined and
jointly considered in estimating an alternative cost and a comparable
1)enefit.
Assuming Antioch to be a suitable site for an alternative steam-

electric plant, it appears that it would be called on to have an assured
net capacity of 351,000 kilowatts and to produce 1,967,000,000
kilowatt-hours per year net. Assuming the installation of 390,000
kilowatts, which would provide reasonable stand-by capacity, at $100
per kilowatt inclusive of associated transformers and switching
facilities, represents an investment of $39,000,000. The estimated
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operating and maintenance expense, including an allowance for
replacements, is $6,765,000 per year. Addition of $1,516,000 for
3-percent interest and 50-year amortization results in a total produc-
tion cost of $8,281,000 per year. Addition of that amount to the
estimated annual cost of the commercial transmission plant ($1,704,-
000) results in a total alternative cost or value of $9,985,000 per
year for the project's power system. Subtraction of the estimated
operating expenses of the project's power system as allocated to
commercial power leaves $5,511,000 per year for fixed charges.
Capitalizing this amount on a 50-year repayment, 3-percent interest
basis indicates a total capital value of $141,797,000 for the commercial
power system. Evidence of the comparable benefit is found in the
fact that the basic alternative cost of production and transmission
($9,985,000 annually) represents 5.69 mills per kilowatt-hour for the
assumed firm energy. This is less than the average now paid by
wholesale customers in the area under consideration but considerably
more than the rate required to amortize the priority-use allocated
under similar circumstances (in 50 years at 3 percent).
The function of fish protection, which in the priority-use allocation

is shown separately, represents a cost which appears reasonably assign-
able to the primary irrigation purpose of the project inasmuch as the
occasion for this expense would not have arisen had the project not
been undertaken. The creation of a large reservoir closing off the
upper tril.butarics of the Sacramento River would inevitably result in
considerable damage to migratory fish unless compensatory measures
were undertaken. Three measures to redress this damage have been
adopted. First, a fish hatchery has been constructed; second, salmon
are trapped and transferred to other spawning grounds; third, flow
during the propagation season is regulated by Shasta Dam operation
improving the spLawning grounds between Keswick Dam and Red
Bluff over preproject conditions, because of a more dependable mini-
mum level of water, improved water temperature for spawning and
reduced chance of destruction only in the course of time, but it is
hoped and believed that a net improvement over preprojcct conditions
will be attained.
The priority-use allocation to war protective measures (special

wartime security personnel) and to recreation are likewise considered
reasonably assignable to the major project functions. Although con-
siderable recreational benefits arc recognized, no satisfactory method
has been found of stating them in terms comparable to other benefits.
The allocation of $18,815,891 represents the proportion of the total

direct cost of canal capacity in the Delta-Mendota and Contra Costa
canals. and the Delta Cross Channel, that is in excess of the capacity
needed to convey the waters made available by operation of the
authorized storage features of the Central Valley project. This
additional capacity has been included in present plans because of the
strong probability that additional storage in the Sacramento River
system will be available in the not too distant future and because
reasonable estimates of future water requirements indicate the future
need for such capacity.
The allocation of $3,752,643 to municipal and industrial water

supply is based on the proportion of total project water which, under
l)resent operatioial plans, may be reasonably assumed to be diverted
for such uses.
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The allocation of capital costs, though not of probable repayment,
may therefore be summarized as follows:

Cost allocation
Nonreimbursable:

Navigation---- ......--------------------------- $18, 083,000
Flood control ------- -------------------------------- 31, 444, 000

Total nonreimbursable-------------------- 49, 527, 000

Reimbursable:
Irrigation including salinity repulsion--.------------------- 211, 735, 024
Contra Costa distribution system-__-_---- ..-------------.. 3, 074, 600
Municipal water----------------- ------------------- 3, 752, 643
Commercial power---------------- ------------- - 97, 408, 842

Total ----------- -------------------------- - 315, 971, 109
Canal capacity for future water ---------------------------- 18, 815, 891

Total reimbursable------------------------------------ 334, 787, 000

Total estimated cost of project------------- ---------- 384, 314, 00f

9.869604064

Table: Cost allocation


460406968.9
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TABLE I.-Distribution of capital costs on a basis of prioriky-use ratios for an location op costs by a modified proportionate-use method

[A11 figures in parentheses refer to like figures in lower section of table, p. 42]

Power geeration:
Shasta power plant.--------------
Keswick power plant----- ----

De!ta steam plant...-------------
Total power generation (1)-_

Transmission system:
Feeder lines and miscellaneous -.._---
Project pumping transmission (2) ..---

Joint-use facilities:
Wcest Side Line_-. _----------
East Side Line _.-_-____-----------
Keswick to Delta Line--------
Switchyards -____------------

Substations. ___------------___

Total joint use facilities (1) -.----_-
Canal system:

Delta Cross Channel (3),------
Contra Costa canal (4)----------Delta-Mcndota canal (5)--------
Madera canal.----------------
Friant-Kern canal._------ ------

Storage facilities, Shasta Dam and Reser-
voir:
River outlet valves and controls (6)....
Flood control features __----
Misratory fish control (including
hatchery).____.______-------------

War protective measures..._-------
Joint costs (7) --.......---------------

Functions for which costs are incurred with-
Direct reimbursable costs Nonreimbursable costs out provision for reimbursement from

beneficiaries
Estimated Future

cpital Municipal Salinity cancost and mis- Cor- control ar pro- capacity
Irrigation cellaneous mercial Flo Navig and delta Fish Pr tctive Recre

supply tive use
water power control tiu[ne 1measres tona

SIS, 309. 200
6, S92, 00

26, 14-1 U00

51,346, 000 $10 628, 622

14, 883, 000 -SG4, 000 809, 395

10, 500, 000
4,795, 000
2 122,000
14,124,000
3,001,000

34, 542 000

11 839,000
5,439,300
71,175,000
2575,000
36,834,000

7,150,194
4,708,370
2,455, 300

54, 093,000
2 575, 000

36,834.000

3,522 920 58,833
L 2233,60 ------

1,669,700 ---

64,237 16,9---
108.171,883 16,972, 168

$22, 403 1.40. 003.669
-___....... 14, 883, 000

21,773 ----

------------------------

189,981 26,911.672

197,711
2,595, 634

1,409

41""1,'------Z -0-H-

i------------

(11)

$431.306

_^ _^2im:_ ':"32.'S32_ _ _

290.153 !---- _- --------I---------I

5,598,664
_----

_---- - - --------

----------'

----------

------------ $3, 228, 404 1 90, S91 91,596 $51, 787
------------I 1.223,860 -----------------

9,367, 685 23,841,0831 22, 326, 677
.....----_ _ 1,669,700
22'564,655 i12,688,562

0

t?
_-!

t

t4

t,4
_------- Q

---------;-

$1,334, 255
388,366

17, OS2, 000
-----

4
------------

------------ ------------ ------------

------------ ------------ ------------

------------ ------------ ------------

------------ ------------ ------------

------------ ------------ ------------

------------""

-- - -- - -- - -- - -- - -- - -

-- -- -- -- I------ ----- --- --

9.869604064

Table: Table I.--Distribution of capital costs on a basis of priority-use ratios for an allocation of costs by a modified proportionate-use method


460406968.9

A577

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 579 of 601



btorage facilities. Kcswick Dam and Reser-
voir:
Fish ladder and trap------_ -----
Joint costs (1) __-__------------

Storage facilities, Friant Dam and Reser-
voir:
Flood control features.----------_
Irrigation outlets_-.....-------------
War protective measures- ____-
Joint costs (8) --------------- _----

Water rights and miscellaneous:
I. Water rights --------------.--
IL Water utilization studies:

1. Sacramento seepage studies
(9)..---...____--------

2. Sacramento River service
area studies- -

3. Delta area studies (3). _
4. Delta-Mendota service area

studies.-_--------_
LI. Cooperation with other agencies

through fiscal year 1947:
1. Fish and wildlife investiga-

tions--.-__----__
2. Cooperation with National

Park Service--_ -------

3. Millerton Lake recreational
expenses.....--- --

IV. Examinationsandsurveys (10)_--_
V. Operation and maintenance, fsh

and wildlife--_--------__---
VI. Operation and maintenance,

through fiscal year 1947 (9) ...

Subtotal_-----____
Contra Costa distributionsystem-..____

Total--------------------

200,500
7,970,500

807,000
653.000
80,000

19,021,000

5,367,100

161, 000

100,000
100,000
75,000

L, 649, 894 43,838

553, 000

15, 715, 50

6, 209, 816

5,367,100 1_----I-...-..-----..
24, 247 580

100,000- _.39,770 L 670

75,000 1--------

92,000 ----------
88 500 ________--I---------
50,000 ------

969, 900 141,097
60, 000

894,000 134,636

3, 373
__ ___---

0 1o

33, 000

,-., I----------

-..-----....807,000
- _- --_-

3, 305.850

39, 929

__----------

______--I 66,952

37,383

23, 35i 217, 548

221, 712 207, 587

37,609

47,290 .

_

218,861

208,839

I.

200,500

(12)
'80, 000--_i~~~~~__ _

21, 252 ...----

2,000 ---------...

123, 670

88, 500

50, 000

560,000 1-------------I
118,008 ---- -I----------.

381,239,400 160,04,776 3,752,643 97,408,842 32,900,189 22,880,086 29,588,757 15,525,479 144 237 138,500
3,074,600 3,074,600 ------- ---- ------------ ---------------.--.----- .---.-------

384,314,000 163,159,376 3,752, 643 97,408,842 32, 900,189 22,880,086 29,588,757 15,525,479 144, 237 138,500

---- Q

----------

t-
C

11,"270 g

gcO

0

tr

------->-

18,815,891 -3
-. ---- O

18, 815,891

C-
cH
Q

rPI.-A

---------'--
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TABLE I.-Distribution of capital costs on a basis of priority-use ratios for an allocation of costs by a modified proportionate-buse method-Con.
JA11 figures in parentheses refer to like figures in upper section of table, p. 40;

(1) Distributed on basis of peak demand
(kilowatts)-----------------------

(2) Distributed on basis of peak demand
(kilowatts)--.-------...-----

(3) Distributed on basis of capacity pro-
vided ------------ -------..--

(4) Distributed on basis of capacity pro-
vided --------..---...-.

(5) Distributed on basis of capacity pro-
vided..---.-.---------.---.- .

(6) It is expected that all 18 of the outlets
may be occasionally required for
flood control and that some of them
may be occasionally required for
other purposes. It is assumed that
an equitable distribution would be
G!61S for flood control and 2/18 dis-
tributed on the basis of priority
releases:

Priority release percentages.---

Multiplied by 11.11 percent (2/18).
To flood control (16/18).-----.--
Total distribution ----------

(7) All dead storage or 500,000/4,500,000 of
total cost charged to power and dis-
tributed to functions on basis ofpeak
demands. Remainder of costs dis-
t'ibuted on priority release percent-
tges determined from application of
estimated requirements and estab-sished operating priorities under

Functions for which costs are incurred with.
Direct reimbursable costs Nonreimbursable costs out provision for reimbursement from

beneficiaries
Estimated F- -_ uture
capital Municipal Salinity canal

cost and mis- Corn- capacity
Irrigation cellaneous neria Fish pro- ti Recrea

water power consump- measures
supply tive use

Prcet P -rce__l
Percent

100.00

100.00

100. 00

100.00

100.00

11.11
88.89

100.00

Percent
20.70

;3. 68

39.77

45.14

76.09

Percent
0.55

2.52

1.67

47.72

15.06 .36

1.67 .04

1.67 .04

Percent Percent
77.91 -----.

r-

24. S0

2.75
8S.89

Percent Percent Percent
0.84 ------

.80 ------.--

47.29 .------.-

23.22 23.36

2.58 2. 0

91. 64 253 2160

13.20

1.47

1.47

. -------- I

.~~___

t14

Percent t
--..-- a

11. 27 t§
7.14 z

!3. 91 to

Q

0

O

a

.------------
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t:ypothetlcal lull development' or
authorized CVP to stream flow
for mean year of period 1921-42.
Total distribution as follows:

Priority release percentages------
Multiplied by 4.000.000,4,500,000

(live storage) ------------
Porcentage of peak demands----
Multiplied by 500,000/4,500.000
(dead storage) ----- ---------

Total distribution (dead and
live storage) (percentage)---

(8) Dl)stributed on basis ofstorage used-...
(9) Distributed on priority release per-

centages-------- --------
r10) $3'>.000 for power market studies

charged to power, the remainder
distributed to other functions on
priority-release percentages

(11) It is expected that the Miadera and
Friant-Kern Canals may be used in
part for blood control, but no de-
pendable estimate of the degree of
use is available.

112) Some releases may be made at times
to assure a flow for fish protection.
However, it is not yet clear what
amount will be used.

100. 00

8S.89
100.00

11.11

100.00
100.00

103.00

15.06

13.39
20.70

2.30

15.69
82.62

15.06

.36

.32

.55

.06

.3S

.36

77.91

8.66

8.66
. _---_--_--

_ _--- --

24. S0

22.04-

22. 04
17.38

24. SO

23. 22

20.64

20. 4

23.36

20.77
.84

.09

20. SG

23.22 23.36

13.20 ----------

11. 73

11.73

13.20 |.-.---.--.-.-...-.I

0

t-I

C-t3
M

0I'
Ml

z
00

C_

4

M
0
1-9
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APPENDIX 0
CORRESPONDENCE RELATING TO THE ALLOCATIONS TO NAVIGATION

AND FLOOD CONTROL
DEPARTMENT OF THE INTERIOR,

TWashington, December 4, 1945.
Hon. ROBERT P. PATTERSON,

Secretary of War.
MY DEAR MR. SECRETARY: Pursuant to section 7 (b) of the Rccla.

mation Project Act of 1939, I am preparing to submit to the President
and to the Congress in compliance with the provisions of section 9
(a) of tlat act a report and findings concerning allocations of cost
pertaining to the Central Valley project in California now in the
course of construction by the Bureau of Reclamation of this Depart-
ment. The estimated construction cost of the project is $384,314,000.

Section 9 (b) of the act previously referred to provides for consulta-
tion with the Chief of Engineers and the Secretary of War with respect
to the allocations to navigation and flood control. As you know, tlh
subcommittee which prepared the report on problems 8 and 9 of the
Central Valley studies devoted much study to the matter of a proper
allocation of costs to flood control and navigation. The sum of $49,-
528,000 was concluded by that subcommittee to be an appropriate
amount for such allocation. Incident to their participation in these
studies representatives of the San Francisco district engineer's office,
Corps of Engineers, of your Department concurred in the results.
Except for a minor refinement in the arithmetical computation slightly
reducing the amount, the Bureau of Reclamation's review of the por-
tion of the report (on problem No. 9) pertaining to the allocation to
flood control and navigation and its full exploration of the subject has
verified the adequacy of the methods employed and the results
attained.
Having now given to the matter the fullest consideration, I have con-

cluded that $49,527,000 of tlhe estimated cost of the project is properly
allocable to flood control and navigation which includes the sum of
$12,000,000, specifically made nonreimbursable by the provisions of
section 2 of the act of August 26, 1937 (50 Stat. 850).

It is important that I submit my report and findings to the President
and the Congress at the earliest possible date. I therefore request
your comments and, if you deem it appropriate, your concurrence as
soon as you are in a position to reply.

Attached for your information and as an aid to your consideration
of this matter is a draft of the pertinent sections of my proposed report
dealing with the allocation of costs to navigation and flood control on
the Central Valley project.
An identical letter has been sent to the Chief of Engineers.

Sincerely yours,
ABiE FORTAS,

Acting Secretary of the Interior.
(a) Navigation.-For navigation, a comprehensive study was made by a coin-

mittee on the Central Valley project studies, in which personnel from the Corps
of Einginccrs, San Francisco district office, took a leading part in estimating the
costs of alternative expenditures. From a consideration of the data assembled(
in these studies it is found that the navigation benefits above Sacramento which
are expected from the project could be provided by an alternative system of
locks and dams. The total annual charge for such an alternate is estimated at
$816,000. Subtraction of the estimated operating charge of $336,000 per year
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attributable to the supplemental channel work which will be needed downstream
from Shasta Dam leaves $480,000 per year as the value determined by the cost
of alternative structures for the navigation benefits above Sacramento. It is
further estimated that Shasta Reservoir will reduce navigation maintenance down-
stream from Sacramento by $4,000 per year which reduction the alternative
system of locks and dams would not affect An additional navigation benefit of
Shasta Reservoir is its elimination of the necessity of constructing a barrier to
prevent salt-water intrusion into the delta area. Such a barrier would seriously
interfere with lower-river navigation. In recognition of this benefit of Shasta
Reservoir, Congress authorized a nonreimbursable expenditure of $5 630,000.
Such authorization is found in the approval of House Document No. 35, Seventty-
third Congress, second session, by the Rivers and Harbors Act of August 30, 1935
(49 Stat. 1038), in which a previously recommended Federal contribution to the
first cost of Shasta Reservoir for navigation benefits is increased by $5,630,000
for the reason that the reservoir "* * * by remedying the intrusion of salt
water into the delta of the Sacramento and San Joaquin Rivers it eliminates from
consideration Federal' participation in the construction and operation at great
cost of locks and structures to prevent such intrusion and assures a free and
open passage for highly important navigation through the channels of the delta."
On the assumption that the operating expenses for the reservoir will be carried

i)y revenue-producing functions, it is concluded that the capitalized value of
$484,000 annually plus $5,630,000 may be taken as the capital value of Shasta
Reservoir for navigation under the alternative expenditure approach to the
problem. Assuming that money costs the United States an average of 3 percent
per annum and that the estimated benefits may be reasonably anticipated for a
period of 50 years, it is indicated that the $484,000 annual value would justify a
vaapital expenditure of $12,453,000. Addition of the $5,630,000 results in a total
capital value of $18,083,000 for the navigation benefit of Shasta Reservoir under
ili alternative-expenditure approach to the problem.
The question as to whether or not the alternative expenditure is justified is

'letcermined by an evaluation of the benefits. The four types of benefits that were
considered are shown below.

(1) Savings in transportation attributable to the possibility of increased naviga-
tion on the Saer..:nento River above Sacramento.

(2) Savings in cost of maintaining navigation depths in the Sacramento River
tclow Sacramento because of increased minimum flow.

(3) Savings in cost of maintaining navigation structures because of reduced
action of marine borers attributable to decreased salt content of the water.

(4) Savings in "defrosting" ocean-going vessels attributable to the shorter
upstream travel needed before sufficiently fresh water is reached to remove marine
growth.
The navigation benefits shown above are estimated to have an average value of

i$1,325,400 annually, which is more than 50 percent greater than the estimated
nlnnual charges for the alternative system of locks and dams. The estimated cost

of the alternative system of locks and'dams is thus shown to be justified. Since
the authorizing legislation for the Central Valley project states "That the said
lamn and reservoirs shall be used, first, for river regulation, improvement of navi-
gation, and flood control; second for * * " etc., it is mandatory that prefer-
ence in operating the reservoirs be given to navigation and flood control. Accord-
ingly, it is concluded that the full amount of the alternative justifiable expendi-
ture i. e., $18,083,000, may be taken as the allocation to navigation.

(b) Flood control.-As with navigation, studies of the project's flood-control
benefits and alternative methods of providing them were considered by a com-
miittee on the Central Valley project studies. It is estimated that benefits equiva-
lent to those which will result from the proposed operation of Shasta Reservoir
for flood control could be obtained by construction and operation of a reservoir
having an active storage capacity of 1,300,000 acre-feet at the Table Mountain
site. The first cost of such a reservoir is estimated at $37,000,000 and the total
annual charges at $1,500 000. The corresponding benefits are estimated to aver-
age $703,600 per year. Since the estimated benefits are lower than the estimated
alternative expenditure, the former is recognized as controlling for an alternative-
jtustifiable expenditure. No suitable alternate appears practicable for Millerton

* ake. The estimated average benefit of $291 500 per year is taken as a measure
of the alternative-justifiable expenditure applicable to Millerton Lake.
On the assumption that the operating expenses for the reservoirs will be carried

by the revenue producing functions it is concluded that the sum of the gross
benefits for Shasta Reservoir and Millerton Lake, i. e., $995,100 per year is ap-
plicable to fixed charges. Assuming that money costs the United States an
average of 3 percent per year and the estimated benefits are reasonably anticipated
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for a period ot 100 years, the capitalized value of the flood-control benefits is
$31,444,000. Since, as stated above, flood control along with navigation has a
prior claim upon operation of the reservoirs, it is concluded that the full amount
of the alternative justifiable expenditure ($31,444,000) may be taken as the alloca.
tion to flood control.

WAR DEPARTMENT,
Iashington 25, D. 0., July 16, 1946.

The honorable the SECRETARY OF TIHE INTERIOR.
DEAR MIIt. SEREmTrARY: Further reference is Inade to letters date(l

lececmber 4, 1945, from Acting Secretary Abe Fortas, addressed to
the Secretary of War and to the Clief of Engineers, colnceringi the
proper allocation of tlhe costs of the Central Valley project in California
to flood control and navigation under sections 7 (b) and 9 (a) of the
Reclamation Project Act of 1939. As stated in Mr. Fortas' letter,
section 9 (b) of that act provides for consultation with the Chief of
Iingineers and the Secretary of War with respect to tle allocations to
navigation and flood control. Mr. Fortas' letter refers to the studies
of the subcommittee which prepared the report on prol)lems Nos. 8
and 9 of the Central Valley project studies and( to the subcommittee's
finding that the suml of $49,528,000 was an appropriate amount for
such allocation. IMr. Fortas states in his letter that lie concludes that
tlie amount properly allocable to flood control and navigation is
$49,527,000, which includes the sunm of $12,000,000 specifically mnlde
nonlreimbursable by the provisions of section 2 of the act of August
26, 1937, and which corresponds to the allocation arrived at by tlhe
subcommittee, except for a minor refinement in arithmetical computa-
tions amounting to $1,000. Of the sum of $49,527,000, the Iproposed
allocation to flood coIntrol is $31,444,000 and tlhe remaining balance of
$18,084,000 is allocated to navigation. Of tle allocation of $18,-
084,000, $12,454,000 is l)re(licated essentially upon future IlavigationI
improvement above Sacramento andl the remaining $5,630,000 is an
allowance for elimination of tlhe need for constructing a salt-water
barrier in the delta arta.

I amn pl)lasdl to inform you that sbllject to the colmmelnts below 1
coIncur in ge'ieral with thle findings of the subcommittee in this case,
and I have concluded that the only practicable allocation of costs in
this specific illstnlce is 0on il which the allocations to flood control,
navigation, andl powe\ are basC d oin ceilingg" allocations ass defined by
tlhe subcommittee, and olly such part of the cost of the )project as
could not be allocated to other sources is considered as allocable for
direct rel)aylment by users of irrigation water.

s to te p oselocationtoteoo lloctio to flood control, I concur in tile
estimate of annual flood-contrlol benefits on whicli the proposed alloca-
tion of $31,444,000 proposed l)y tile subcommittee was based. I con-
sider, however, that the capitalization of the floodl-control benefitss
sllould be based oln a 50-year period to conform to long-standing War
Departlnenlt practice, rather than on a 100-year period as proposed by
tlhe subcommittee. The proposed 100-yearl period, in mny opinion, is an
unreasonably long period for prediction of the economic worth of
flood-control mIeasures and, furthermore, is inconsistent with tlhe
40-year and 50-year periods used for the predicted span of usefulness
of tlhe other functions of the project On tle basis of a 50-year
amortization period, the capitalization of the flood-control benefits
amounts to $25,604,000, wlich I consider the proper allocation to
flood control in this case,
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As to the proposed navigation allocation of $18,083,000, 1 concur in
the item of $12,454,000. As to the balance of $5,630,000, may I
point out that in the report of this Department on the Sacramento
River, Calif., deep-water channel, submitted to Congress on March 20,
1946, and published as Senate Document No. 142, Seventy-ninth
Congress, provision is made for salinity-control works, when found
necessary, at an estimated maximum cost of $2,000,000. This is in
line with the Secretary of the Interior's letter of January 22, 1946,
printed on pages 2 and 3 of the document, recommending that pro-
vision be made for the future construction of a low lift ship lock near
the lower end of the ship channel to eliminate tidal movement above
the lock. In tlhe event such a lock is later provided, it appears that
the navigation (salinity control) cost allocation of $5,630,000 would be
excessive. In view of the above and in the light of more recent study,
information will be appreciated as to whether the Interior Department
wishes to express any further view concerning the appropriateness of
the proposed cost allocation of $5,630,000.

Sincerely yours.
ROBIERT P. PATTERSON,

Secretary of l'War.

ITIE SE1CREIARY OF TIlE INTERIOR,
Washington, Aug ust 5, 19t6.

lion. RIonBERT P. PATTERSON,
Secretary oj W'ar.

MY DIEAR M11 SECRETARnY: Reference is made to your letter of
July 19, replying to the letter of December 4, 1945, from Acting
Secretary Abe Fortas, on tle subject of proper allocations of estimated
costs of the Central Valley project, California, to flood control and
navigation.

I amn pleased to note your concurrence with the estimate of annual
flood-control benefits on which the allocation to flood control is based.
You are-of course aware thlalt the estimate of flood-control benefits, if
based on the higher level of agricultural prices assumed in current
estimates of flood-control benefits to be derivedl fromni presently )pro-
posedl flood-control projects, would be substantially greater. For the
p)IIplose of insuring conformity with other benefit calculations used
in tile report, as well as with the views of the subcommittee of tlie
Central Valley project studies, including personnel from the San
Francisco division office, Corps of Enlgineers, which investigated this
problems, lno changes were made in estimates cither of benefits or of the
costs of alternative structures to provide these benefits bly sinllo-
I)purpose means. Approval of these results followed an examination
of tile methods employed and the results obtained..

I nam not aware that any predictions wllatsoever liave been made
that the spani of usefulness of any of tlhe functions of the project is
limited to a 40-year or 50-year period. It is indeed intended thattthe
repayment of reimbursable costs will be prlovided for within such
Iperiods, but the determination of these repayment periods is based
on factors other than the reasonable life of the project. There is no
relationship, real or intended, between these periods and the antici-
pated life of the physical structures involved other than that repay-
ment should be accomplished well within the useful life of the project
as a whole. Because of the low siltation rates in Shasta and Friant
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Reservoirs, and because of the duinable character of the dams and
appurtenant structtures, they may very reasonably be expected to
nmantain their iusfulness for a considerably longer period than 100
years. I am sure yo ivill agree that it is highly impriobable mnore-
over, that in the case of this well-developed area the benefits of flood
control will diminish; the greater probability, in fact is that the
benefits will increase over the longer period as population and agricul-
tural development increase.

In respect to your question regarding the $5,630,000 portion of the
navigation allocation, it will be remembered that in Rivers and Harbors
Committee Document No. 35, Seventy-third Congress, second session,
which was approved by the act of August 30, 1935, the Chief of E1n-
gineers recommended that the Federal contribution to the cost of
Shasta Dam, then proposed to be constructed by the State of Califor-
nia, should be increased by $5,630,000 in recognition of the fact that
the maintenance of a flow of 5,000 cubic feet per second at a point of
mneasuriementt above Sacramento (as nlow embodied in the operating
schedtleCs foi Shastt Damn), "by remedying the intrusion of salt water
into the delta of the Sacramento iand San Joaquin Rivers * * *
blimiinates from consideration Federal participatioii in the construction
and ol)eratioi at great cost of locks and structures to prevent such
intrusion, and( assures a free and openIpassage for the highly important
navigation through the channels of the delta." (Rivers and Harbors
Doc. 35, 73d Cong., 2d sess., p. 4.)
The current proposal, as referred to in your letter ol July 19 ani(l ii

Senate Document 142, Seventy-ninth Congress, second session, is anll
entirely new plan for a new ship channel for oceangoing vessels in the
Saclamenlto River Valley that is in addition to the navigation improve-
nients contemplated in the Rivers and -larbors Act of August 30,
1935, the conditions of which were the basis of the calculation of the
$5,630,000 benefit and of the nonreimlllursable expenditure authorized
l)y tlhe Congress.
As pointed out in paragraph 70 ol House Document No. 142,

Seventy-ninth Congress, second session, construction of the proposed
deep-water ship cllannel will increase the tidal prism in the Sacra-
ilento-San Joaquin delta area by appIlroximately 5 percent and the net
effect of this, unless compensated for by increased fresh-water flow
into tlie delta, or b)y other means, will tend to increase saline conditions
throughout the delta area. The recommendation of this Department
that provisions 1)e made for the future construction of a low lift ship
lock near the lower end of the ship channel to eliminate tidal move-
ment above the lock would provide compensation only for the adverse
effects of saline movements that would be created by the new deep
water channel. It would in no way concern present conditions or the
conditions that promppted the Congress to authorize tile nonreimblurs-
able expenditures of $5,630,000, except that it assumes continuance of
the conditions upon which this portion of the allocation is based.

For the foregoing reasons, I am retaining, for the purposes of my
report, the allocations to flood control and navigation in the amounts
indicated in Mr. Fortas' letter of December 4, 1945.

Sincerely yours,
J. A. KIUG,

Secretary oJ the Interior.
0
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PURPOSE AND BACKGROUND  
 
The purpose of this document is to present the procedures and methodologies utilized in calculating water rates for 
the Central Valley Project (CVP) under the Component with Individual Contractor Deficits Ratesetting Method and to 
provide a brief history of the CVP and the different ratesetting methods that have been utilized since its beginning. 
Also included is a description of the cost allocation procedures used in the CVP, a description of many of the 
premises included in the ratesetting method and a detailed description of the procedures utilized in computing water 
rates under the Component with Individual Contractor Deficits Ratesetting Method. 
 
Background 
 
The CVP was first authorized by the California Legislature as a State project. Approved by the Governor on August 5, 
1933, the CVP immediately became the subject of a State referendum petition which required that the CVP be 
approved by the electorate. The election was held in December 1933, and the CVP was approved by the voters. 
 
State officials then turned to the problem of financing the CVP.  The State Legislature had authorized the sale of 
public bonds as a means of financing the construction of the CVP, but the public bonds were found to be 
unmarketable.  Requests for Federal grants and loans to aid in the financing of the CVP were submitted and turned 
down. Because of the financing difficulties, State officials then asked the Federal Government to undertake 
construction of the CVP. 
 
CVP Legislative History 
 
The U.S. Congress authorized construction of the initial CVP facilities in the River and Harbors Act of August 30, 
1935 (49 Stat. 1028, 1038).  The Act authorized the U.S. Army Corps of Engineers to construct the following project 
facilities:  the Shasta, Keswick, and Friant Dams, the Tracy Pumping Plant, the Delta-Mendota and Friant-Kern 
Canals, and the Contra Costa Canal and related facilities.  On September 10, 1935, the President signed an 
Executive Order which transferred $20 million of Emergency Relief Act funds to the Department of the Interior for 
construction of Friant Dam and the other features of the initial CVP.  The finding of feasibility on which to base the 
reauthorization of the CVP under provisions of the Reclamation Act of June 17, 1902 (32 Stat. 388), and all acts 
amendatory and supplementary thereto, was approved by the Secretary of the Interior and the President on October 
26, 1935 and December 2, 1935, respectively. 
 
Congressional reauthorization of the initial CVP facilities under Reclamation law was provided for in Section 2 of the 
River and Harbors act of August 26, 1937 (50 Stat. 844) and in the River and Harbors Act of October 17, 1940 (54 
Stat. 1198).  Since then, the Congress has authorized the construction and operation of several additional CVP units, 
divisions and facilities. 
 
In many cases, the legislation authorizing the construction and operation of a new CVP unit, division or facility 
included language reauthorizing the entire CVP.  Regardless of whether or not the entire CVP was reauthorized, 
however, the authorizing legislation consistently contained language requiring the new unit, division or facility to be 
operated and repaid as an integral part of the CVP. 
 
Additional units and facilities authorized as integral parts of the CVP include:  the American River Division (Folsom, 
Nimbus, and Sly Park Dams and related facilities) (Act of October 14, 1949, 63 Stat. 852); the Sacramento Valley 
irrigation canals (Red Bluff Diversion Dam, Corning Canal, and Tehama-Colusa Canal) (Act of September 26, 1950, 
64 Stat. 1036); the Trinity River Division (Act of August 12, 1955, 69 Stat. 719); the San Luis Unit (June 3, 1960, 74 
Stat. 156); the New Melones, Hidden and Buchanan Projects (October 23, 1962, 76 Stat. 1191 and 1192); the 

A587

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 589 of 601



CVP Irrigation Ratesetting Policy, Description of the Component with Individual Contractor Deficits 1988 

 
 

 2

Auburn-Folsom South Unit (Act of September 2, 1965, 79 Stat. 615); the San Felipe Division (Act of August 27, 1967, 
81 Stat. 173); the Black Butte Project (Act of October 23, 1970, 84 Stat. 1097); and the Allen Camp Unit (Act of 
September 28, 1976, 90 Stat. 1328). 
 
Water supplies produced by the CVP are marketed primarily pursuant to the Reclamation Project Act of August 4, 
1939 (53 Stat. 1187).  This Act provides the basic concepts and provisions included in all CVP repayment and water 
service contracts.  In addition, the Acts of July 2, 1956 (Public Law 84-643, 70 Stat. 483) and June 21, 1963 (Public 
Law 88-44, 77 Stat. 68) contain provisions applicable to the renewal of Federal Reclamation water service contracts. 
 
The Reclamation Reform Act of 1982 (Public Law 97-293, 96 Stat. 1263) was signed by the President on October 12, 
1982.  While retaining the basic principle of limiting the amount of owned land which may receive irrigation water 
deliveries from Reclamation projects, the Act introduced the concept of full-cost pricing (including interest on the 
unpaid plant investment) for certain irrigation water deliveries to leased lands. 
 
The Act of October 17, 1986, (Public Law 99-546), was signed by the President on October 27, 1986.  This Act 
codified certain existing CVP ratesetting practices (such as the automatic adjustmenc of water rates in new and/or 
amended contracts to ensure payout of the existing Federal investment by the year 2030) and provided for some new 
CVP ratesetting provisions including the last sentence in Section 105 with respect to the adjustment of individual 
contractor's ability to pay determinations every 5 years and Section 106 which requires that each new or amended 
contract for the delivery of water from the CVP include provisions requiring each contractor to pay any annual deficit 
incurred by that contractor together with interest on any such deficit which arises on or after October 1, 1985. 
 
History of CVP Water Ratesetting Policies 
 

1940-1969 
 
The first CVP water service contracts were negotiated and entered into during the late 1940's.  The initial CVP water 
rate structure consisted of a graduated scale, ranging from $2.00 per acre-foot for irrigation water in the Sacramento 
Valley (near the source of supply) to $3.50 per acre-foot for irrigation water service in the San Joaquin Valley (south 
of the Delta formed by the Sacramento and San Joaquin Rivers).  The same water rates applied to all of the 
contractors in each service area regardless of the contract date. While contracts did not include provisions for rate 
changes, uniform contract expiration dates were used in some service areas in order to facilitate service area 
contract negotiations upon renewal. 
 
The San Luis Unit was authorized in 1960 based on a feasibility report which contained an irrigation water service 
rate of $7.50 per acre-foot.  This rate was included in the San Luis service area contracts with the rate remaining 
constant throughout the 40-year term of the contracts. 
 
By the mid-1960's, the repayment status of the CVP indicated that water rates were too low and that fixed rate 
contracts for 40 years would not produce sufficient revenues to recover both increasing annual operating costs and 
the sunk capital investment costs.  Steps were taken to modify the ratesetting policy for new contracts in order to 
provide for rate adjustments during the term of each new contract and ensure the recovery of the escalating cost of 
operations. 
 

1970-1980 
 
Major revisions to the CVP ratesetting policy were proposed in 1970.  Under that proposal, irrigation water service 
rates would be based on 75 percent of the irrigator's available payment capacity, but the rate structure would include 

A588

Case 1:14-cv-00817-DAT   Document 153-1   Filed 12/17/21   Page 590 of 601



CVP Irrigation Ratesetting Policy, Description of the Component with Individual Contractor Deficits 1988 

 
 

 3

separate segments for annual operating costs and capital investment costs.  The annual operating cost segment was 
to be adjustable at 5-year intervals in order to facilitate the full recovery of actual operation, maintenance and 
replacement expenses.  The capital segment was to be adjusted in the 20th and 30th years of the 40-year water 
service contract, and the adjustment was to be base on a reevaluation of the irrigator's payment capacity in each of 
those 2 years. 
 
The 1970 ratesetting policy proposal was based on three major component charges for services provided by the 
CVP: 
 
A Delta Service Charge for storage north of the Delta.  This component would be subject to change in 1996 and 
every 5 years thereafter, with a maximum change of 20 percent for each 5-year adjustment.  Further, financial 
assistance in the form of municipal and industrial water supply revenues was specifically municipal and industrial 
water supply revenues was specifically included in the irrigation water rate calculations.  The amount of aid was 
limited to 20 percent of the total revenue credited for repayment of the Delta service costs.  The 1996 date was 
selected because it coincided with a major portion of the CVP's municipal and industrial water contract 
renegotiations. 
 
A Conveyance Charge to reflect the contractor's share of CVP costs associated with the specific conveyance facilities 
being used to serve the contractor. This component was adjustable 5 years after the initial water delivery date and at 
the end of each 5-year period thereafter. 
 
A Pumping Charge for the use of CVP pumping facilities in the delivery of water to the contractor.  The pumping 
charge was adjustable at the same time as the Delta Service Charge. 
 
Implementation of the irrigation portion of the 1970 proposed policy never occurred because there were no new CVP 
irrigation contracts executed between the completion of that policy and 1974 when revisions to the ratesetting policy 
were adopted. 
 
In 1974, the concept of determining CVP water rates based on the actual cost of providing water service to each 
contractor (cost-of-service) was introduced.  Under this concept, water rates for new contracts were to be equal to the 
lesser of the cost-of-service or the irrigator's payment capacity.  The repayment of irrigation capital costs that were 
beyond the irrigator's ability to pay were to be recovered from the surplus revenues from power and municipal and 
industrial water sales. 
 
In the cost-of-service concept, the single or "pooled" storage procedure was extended from just those north of the 
Delta (Delta Service Charge), to the pooling of the costs of all of the CVP storage reservoirs.  Therefore, all CVP 
water users would share equally (on a cost per acre-foot basis) in the repayment of total CVP storage costs.  It was 
proposed that all conveyance charges would be "pooled" and a single CVP-wide charge would be made for 
conveyance services received.  Accordingly, all contractors requiring conveyance services would also share equally 
(on a cost per acre-foot basis) in the repayment of the conveyance costs of the CVP. 
 
Along with this major change in the rate determination process, all new CVP water service contracts executed during 
the period 1974 through 1978 included some form of provision for water rate adjustments.  Between 1979 and the 
enactment of the Reclamation Reform Act of 1982, all new CVP irrigation water service contracts included a provision 
for rate adjustments at 5-year intervals. 
 
Another major revision in the irrigation ratesetting policy was the establishment of a minimum CVP water rate of 
$3.50 per acre-foot.  That rate was deemed sufficient when it was established as the rate met all costs associated 
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with the delivery of CVP water from storage.  It was anticipated that over time the minimum charge would have to be 
adjusted to reflect increases in project construction costs and annual operating expenses. 
 
In January 1978 and September 1979, the Office of the Inspector General of the Department of the Interior issued 
audit reports which were critical of several of the water marketing, financial, and ratesetting practices in the CVP.  
These reports stated that all of the reimbursable functions of the CVP were in serious financial trouble and would 
continue to be so unless basic operation policies, contract terms, rate adjustment provisions and, possibly, existing 
laws were changed.  The audit reports stated that the problem was the cumulative result of actions taken during 
many years and that the Bureau of Reclamation, the Department of the Interior and Congress must share the 
responsibility for this situation. 
 

1981-1983 
 
In January 1981, a draft CVP ratesetting policy was released for public review and comment.  The draft policy 
included four types of service charges:  water marketing storage, conveyance and project pumping.  The charge for 
each service included components for recovery of the applicable capital and annual operating costs.  The total rate to 
be applied to each water user depended on the number of CVP services required to deliver water to that particular 
contractor.  The per acre-foot irrigation charge was based on the lesser of the actual cost-of-service or the irrigator's 
payment capacity, but in no case was the irrigation rate to be less than the actual operation, maintenance and 
replacement expenses.  In addition, the draft policy included the $3.50 per acre-foot minimum charge for CVP 
irrigation service. 
 
The 1981 draft policy provided for the repayment of CVP costs allocated to irrigation within 50 years from the time 
each major CVP addition became operational.  Under this concept, revenues in excess of actual operating expenses 
were applied towards the repayment of the older additions first, thereby meeting the "repayment within 50 years" 
criterion.  The water deliveries used in the water rate calculations were the total of the most recent forecast of CVP 
irrigation deliveries for the next 50 years, beginning in the year in which the calculations were made.  The deliveries 
in any given year were subject to the maximum available capacity of the CVP facilities included in the cost base. 
 
Also included in the draft ratesetting policy was a provision for rate adjustments every 5 years.  Accordingly, the 
water service rate-for each contractor would be adjusted every 5 years to reflect the plant investment projected to be 
in-service during the next 5-year period and the annual operating expenses associated with the in-service facilities.  
In this way, each irrigation water user would be paying for an equitable share of the CVP services expected to be 
made available during the 5-year period. 
 
Public hearings on the draft CVP water ratesetting policy were held at several locations, and a formal comment 
period was established for the purpose of obtaining input on the draft policy from CVP water users, various 
governmental entities, special interest groups and the general public.  Many comments were received and most of 
them suggested that modifications to the proposed policy were needed or that other ratesetting options should be 
considered. 
 
By memorandum dated April 10, 1981, the Office of the Inspector General stated that the draft ratesetting policy 
resolved some, but not all, of their audit concerns.  The unresolved issues have remained as such in the Inspector 
General's semiannual report on outstanding issues. 
 
The draft 1981 ratesetting policy was further impacted by the enactment of the Reclamation Reform Act of 1982, 
which included several financial and repayment requirements that were neither provided for, nor envisioned, in the 
draft proposal. 
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1984-Present 
 
In response to the above described factors, the draft 1981 ratesetting policy was reanalyzed, proposed 
methodologies were revised to reflect the-public comments previously received, principles and requirements of the 
Reclamation Reform Act of 1982 (RRA) were incorporated and alternative ratesetting methods were developed.  The 
resulting ratesetting proposal provided several optional methods and was released for public review and comment in 
April 1984.  In May 1984, public workshops were presented in three different locations to discuss the ratesetting 
methods and to answer questions.  Subsequently, three formal public hearings were held to receive testimony and 
comments and all comments and statements received at the public hearings were recorded for use in finalizing the 
ratesetting approval. 
 
The formal comment period was extended twice because of the interest and efforts demonstrated by the persons 
reviewing the ratesetting proposals.  On September 21, 1984, the comment period officially closed and the internal 
finalization of the ratesetting policy began. 
 
The CVP water users, governmental entities, special interest groups and other interested parties provided extensive 
comments on the ratesetting options included in the April 1984 proposal. In response to these comments, the Bureau 
developed and evaluated several additional ratesetting methodologies. The number of optional CVP ratesetting 
methods was eventually reduced to the six considered most viable. After water rates were calculated under each of 
these six ratesetting methods, each of the methods received extensive review and analysis at both the Regional and 
Washington levels. 
 
In the final stages of these evaluations, the Congress enacted Public Law 99-546. Section 106 of that Public Law 
mandated the determination of individual contractor repayment and/or deficit balances and precluded the adoption of 
CVP ratesetting options previously under consideration that would have pooled operation and maintenance deficits 
CVP-wide for repayment. Additionally, this Public Law provided that interest would be calculated on operation and 
maintenance deficits accruing on or after October 1, 1985. 
 
On May 4, 1987, the Assistant Secretary of the Interior for Water and Science proposed the Component with 
Individual Contractor Deficits Ratesetting Method as the new irrigation ratesetting policy for the CVP. Adoption of the 
proposed policy was subject to the results of a 60 day public review and comment period with the policy to become 
final in 120 calendar days unless the public comments justified reconsideration of the proposed policy. 
 
Informal workshops to further explain the proposed ratesetting policy and the applicable supporting calculations were 
held on June 1 and 4, 1987 and a public hearing was held on June 16, 1987. A total of 397 public comments were 
received which were determined to be applicable to various provisions of the proposed ratesetting policy or 
applicable Reclamation laws. All comments applicable to the proposed ratesetting policy were reviewed, summarized 
and collated into a document entitled "Summary of Irrigation Ratesetting Policy Public Review Comments and 
Responses". This document summarizes the 397 public review comments into 91 general comments and provides 
responses to each of the generalized comments. 
 
After a thorough review of the comments, it was determined that the expressed concerns were not significant enough 
to justify reconsideration or amendment of the proposed ratesetting policy. A copy of the "Summary of Irrigation 
Ratesetting Policy Public Review Comments and Responses" will be sent to each of the participants in the public 
review process upon formal approval of the proposed ratesetting policy. 
 
As of March 1, 1988, the Component with Individual Contractor Deficits Ratesetting Method is in the offices of the 
Secretary of the Interior for adoption as the irrigation ratesetting policy for the CVP. 
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CVP COST ALLOCATION PROCEDURES  
 
The cost allocation of the CVP plant-in-service investment is reviewed and updated annually to reflect:  any additions 
to, or retirements from, the plant-in-service investment account; the adjustment to the historic data base to reflect 
another year's actual CVP water and power deliveries; and any changes in the water and power deliveries projected 
to be made during the remainder or the 50-year repayment period (based on the in-service date of the last major 
facility).  A general description of the plant-in-service investment cost allocation process is detailed below. 
 
Plant-in-service investment costs are first allocated among the authorized CVP purposes (e.g., flood control, 
navigation, water supply and power). Costs allocated to the water supply purpose are then suballocated among 
various functions, one of which is irrigation, based on each function's proportionate share of the total of the past, 
present and future CVP water deliveries. Similarly, CVP hydroelectric power generation and transmission costs are 
suballocated between commercial sales and CVP project use functions based on each function's share of the total 
past, present and future CVP power uses. Costs allocated to the CVP project use power function are then further 
suballocated among various CVP water supply functions (including irrigation) based on each function's share of the 
total of past, present and future CVP project use power uses. 
 
Actual annual operating expenses are allocated at the close of each fiscal year. At year end, operation, maintenance 
and replacement costs incurred by the CVP during the previous 12 months are allocated among the authorized 
project purposes and then suballocated within the water supply and power functions. However, instead of allocating 
annual operating costs on the basis of past, present and future data as described above, the allocation is based on 
each function's share of the CVP water and power deliveries made during that year. 
 
The plant-in-service and operation expense allocations are used to determine the water supply and project use power 
costs allocated to the irrigation and municipal and industrial functions and detail the costs to be recovered from these 
two functions through the water service rates. 
 
 
RATESETTING POLICY DESCRIPTION  
 
Legal and Policy Considerations 
 
The policy responds to the concerns of the Office of the Inspector General. That office has reviewed the proposed 
policy (as well as various other ratesetting options) and has found that the Component with Individual Contractor 
Deficits Ratesetting Method will satisfy that office's recommendations contained in the CVP audit reports of January 
1978 and September 1979 with respect to the repayment of CVP costs allocated to the irrigation function. 
 
The formulation of the ratesetting policy is a Federal action qualified for a categorical exclusion from formal 
compliance with the National Environmental Policy Act of 1969, pursuant to 516 DM 6, Appendix 9.4.D(5). 
 
The ratesetting policy anticipates that only a limited amount of power revenue assistance will be required to repay the 
irrigation function of the CVP by the end of the year 2030. 
 
The Office of the Solicitor has reviewed the ratesetting policy and found it to be legally sufficient with respect to 
Reclamation Law, including Sections 105 and 106 of Public Law 99-546. 
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Policy Provisions 
 
The provisions of the Component with Individual Contractor Deficits Ratesetting Method include the following:  
 

• The policy will recover the United States' investment, including any operation and maintenance deficits 
applicable to CVP contracts, within a definite 50-year repayment period terminating in year 2030, as required 
by Section 105 of Public Law 99-546. This block repayment method supersedes the previous "rolling 
repayment" method used for computing CVP water rates. 

 
• New 50-year repayment periods will be established for the capital cost of major rehabilitations and new 

facilities added to the CVP. All other construction and rehabilitation costs affecting existing facilities will fall 
within the initial 50-year repayment period ending in year 2030. 

 
• Individual Contractor accounting is maintained for repayment accountability, and O&M. deficit are 

accumulated for and will be repaid by each Contractor under the terms of each new or amended contract, as 
required by Section 106 of Public Law 99-546. 

 
• The policy honors the provisions of existing CVP water service contracts and requires the application of cost-

of-service water rates for all new and renewed water service contracts and amended contracts described in 
section 203(a)(2) of the RRA. The policy also provides for the automatic adjustment of cost-of-service water 
rates on an annual basis. This is in accordance with Section 105 of Public Law 99-546. 

 
• The rate computation procedures are based on cost-of-service with capital costs amortized over a 50-year 

period. Water rates are based on the "pooled and averaged costs" approach in accordance with the 
"operationally and financially integrated project" concept initially established by Congress and reaffirmed 
each time the CVP was reauthorized to include a new unit. 

 
• There are no minimum rates (such as the $3.50 previously used in the CVP). Cost-of-service rates are used 

unless the contractor's ability to pay is limited by a documented payment capacity limitation (payment 
capacity limitations are discussed subsequently). The cost-of-service rates reflect credits for past capital 
payments and miscellaneous receipts. 

 
• The cost-of-service water rates apply to all types of water within the CVP, including Class 1Class 2 and the 

storage and/or conveyance of non-project water in CVP facilities. All CVP irrigation cost-of-service and full 
cost pricing determinations are made in accordance with the ratesetting policy. 

 
• The cost-of-service water rates are composed of a unique assembly of cost components frequently referred 

to as "cost pools."Each contractor pays a water service rate encompassing a proportionate share of the cost 
pools associated with the specific service required to provide that contractor with CVP water.  A description 
of the various cost pools involved is presented subsequently. 

 
• All of the costs of those CVP facilities in-service are included in the irrigation water rates. The cost of facilities 

not being fully utilized (unused capacity) are only deferred if Congress has specifically authorized the deferral 
of these costs.   

 
• The ratesetting policy continues to recognize the ability to pay concept that has been used for a number of 

years in irrigation water contracting. Under this concept, the actual charge to the individual contractor will be 
the lesser of the cost-of-service, or 100 percent of the individual contractor's payment capacity. At a 
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minimum, however, the water rate charged will cover the operation and maintenance costs applicable to the 
delivery of water to the contractor. The difference between the individual contractor's cost-of-service water 
rates and ability to pay will be assigned to the power function for repayment. 

 
• Where there is a question about the individual contractor's ability to pay, the contractor can prepare, or have 

prepared at his expense, an acceptable payment capacity analysis. The contractor will be responsible for the 
Bureau's costs in reviewing and approving the analysis. 

 
• All new or amended contracts will contain provisions for redetermination and adjust of contractor's ability to 

pay at 5-year intervals, pursuant to Section 105 of Public Law 99-546. As a minimum, the water rate will 
cover the annual O&M costs applicable to water delivery if payment capacity is employed as the ratesetting 
criteria. 

 
• Interest will be charged on all O&M deficits incurred on or after October 1, 1985, pursuant to Section 106 of 

Public Law 99-546. Transactions (either net repayment or deficits) prior to that date will not be considered in 
determining the interest bearing deficit amount although subsequent transactions will impact the interest 
bearing deficit and the applicable interest calculations. 

 
• The rate of interest to be applied to the O&M deficits will be determined annually by the Department of the 

Treasury in accordance with the criteria provided in Public Law 99-546. The rate will be applied using 
compound interest procedures to any contractor's deficit accruing or accumulating on or after October 1, 
1985. 

 
• The costs of isolated or out-of-basin facilities are the direct repayment responsibility of the contractor (or 

group of contractors) who benefit from the services provided by the facilities. Accordingly, repayment for 
operation of isolated or out-of-basin facilities, such as those associated with the San Felipe Unit located west 
of the Gabilan Mountain Range near Monterey Bay, will not be shared by the other CVP contractors, but will 
be paid for by the out-of-basin contractors. 

 
 
COMPONENT WITH INDIVIDUAL CONTRACTOR DEFICITS RATESETTING METHOD  
 
Description of Ratesetting Method 
 
The Component with Individual Contractor Deficits Ratesetting Method provides for a block repayment procedure 
with 50 years to repay all of the costs included in that block of costs. This method abandons the historic procedure of 
extending the repayment period of the entire CVP each time a new facility is added to the CVP (this was known as 
the rolling repayment or rolling 50 procedure). 
 
While it is expected that construction will continue for some time on the CVP, the initial construction period for 
repayment purposes is calculated from the date the most recently completed major CVP facility (the New Melones 
Dam and Reservoir) was included as a part of the CVP. Therefore, the plant-in-service costs at the end of fiscal year 
1980 must be repaid within 50 years, or by the end of fiscal year 2030. This period conforms with the time frame 
specified by Public Law 99-546. New repayment periods will be established for the capital costs of major 
rehabilitations and new facilities or units added to the CVP. However, all other construction costs affecting existing 
facilities will fall within this initial 50-year repayment period. 
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The Component with Individual Contractor Deficits Ratesetting Method includes individual contractor repayment or 
deficit balances in the determination of contractor water rates. The terms "deficit" or "operation and maintenance 
deficit" refer to the accumulation of annual operation and maintenance costs in excess of the annual water service 
payments made under a contract with a particular entity. In the aggregate, the irrigation account of the CVP has a 
positive balance, although that balance has been eroded during years in which annual operation and maintenance 
deficits have occurred. The terms "repayment" or "net repayment" refer to the accumulation of the annual water 
service payments in excess of that applied towards operation and maintenance expenses. The revenues in excess of 
operation and maintenance expenses is accumulated and applied to reduce the balance of outstanding construction 
costs. 
 
Under the Component with Individual Contractor Deficits Ratesetting Method, the individual contractor irrigation water 
rates depend upon the extent and type of services provided by the Bureau of Reclamation (Bureau). The water rate 
applicable to each contractor consists of a number of cost compenents (or cost pools) which correspond to the water 
services provided by the Bureau. Each contractor's water rate consists of a composite of pooled CVP-wide rates, 
pooled service area rates, and individual rates to recover costs specific to certain contractors. 
 
The cost pooling approach has been used in determining CVP irrigation water rates since the 1940's in accordance 
with the language of the legislation authorizing the CVP and perpetuated by subsequent legislation which provides for 
the continuation of the operational and financial integration of the CVP. 
 
There are seven potential cost components that are totaled to determine a contractor's irrigation water rate under the 
Component with Individual Contractor Deficits Ratesetting Method. These cost components are: water marketing, 
storage, conveyance, conveyance pumping, San Luis Drain, direct pumping and adjustment for historic individual 
contractor repayment or deficit balances. The storage, conveyance, conveyance pumping, San Luis Drain and direct 
pumping components include rates to recover both operation and maintenance (including replacements) expenses 
and capital costs. 
 
Description of each of the seven potential costs components that are totaled to determine a contractor's irrigation 
water rate under the Component with Individual Contractor Deficits Ratesetting Method follow: 
 

• Water Marketing. The water marketing cost component reflects the annual operating expenses of selling 
(marketing) CVP water. The annual water marketing expenses are pooled CVP-wide and allocated to all paid 
water for the fiscal year involved.  

 
• Paid water includes all CVP supplies to be delivered to the long-term contractors. It excludes water rights, 

mitigation and other such water deliveries. Long-term contractors are the CVP contractors who already have 
long-term water service contracts and others who are expected to continue to receive CVP water on a 
regular basis pursuant to annual or long-term contracts. 

 
• Storage. The storage operation and maintenance expense component includes all of the expenses classified 

as storage, including a pro rata share of the annual administrative and general expense. Storage operation 
and maintenance expenses are pooled CVP-wide and allocated to all contractors benefitting from CVP 
storage by calculating a per acre-foot rate using the total paid water stored in facilities operated and 
maintained by the Bureau during the fiscal year involved.  

 
• Storage capital costs are pooled CVP-wide and allocated to all contractors benefitting from CVP storage by 

calculating a per acre-foot rate using the historic and projected long-term contract deliveries applicable to the 
50-year repayment period commencing in 1980. 
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• The storage component also includes the costs of the Folsom Pumping Plant, the San Luis Pumping-

Generator facility and the Columbia Mowry System. These pumping facilities are included in storage as they 
are utilized to provide services which were eliminated by construction of the applicable storage facilities or 
because their operations more closely reflect a storage operation than a pumping operation. 

 
• Conveyance. The conveyance operation and maintenance expense component includes all of the expenses 

classified as conveyance including a pro rata share of the annual-administrative and general expense. 
Conveyance operation and maintenance expenses are pooled CVP-wide and allocated to all contractors 
using CVP conveyance by calculating a per acre-foot rate using the total paid water to be transported 
through conveyance facilities operated and maintained by the Bureau for the year involved.  

 
• Conveyance capital costs are pooled CVP-wide and allocated to all contractors benefitting from CVP 

conveyance service by calculating a per acre-foot rate using the historic and projected long-term contract 
deliveries applicable to the 50-year repayment period commencing in 1980. 

 
• Conveyance Pumping.  The conveyance pumping component includes all of the costs of the Corning, Tracy 

and Dos Amigos Pumping Plants and the O'Neill Pumping-Generator facility.  
 
• The conveyance pumping operation and maintenance expenses include a pro rata share of the annual 

administrative and general expense and are allocated to those contractors receiving conveyance pumping 
services by using a CVP-wide pooled rate per kWh with the difference in allocated costs per acre-foot 
caused by the varying lift requirements of the pumping plants. The greater the lift requirement, the more 
energy required to pump each acre-foot of water and the more pumping operation and maintenance 
expenses allocated to the applicable individual contractor. Separate rates are calculated for each of the 
pumping plants involved, and the rates for each of the pumping facilities used by a Contractor are totaled to 
determine that Contractor's total conveyance pumping operation and maintenance rate. 

 
• Conveyance pumping capital costs for each of the four conveyance pumping facilities are allocated to all 

Contractors benefitting from CVP conveyance pumping by calculating a per acre-foot rate for each facility 
using the historic and projected long-term contract deliveries through each facility during the 50-year 
repayment period commencing in 1980. The rates for each of the pumping plants used by an individual 
contractor are totaled to determine each Contractor's applicable conveyance pumping capital rate. 

 
• A portion of the Tracy Pumping Plant's capital costs and operation and maintenance expenses are assigned 

to the Friant-Kern/Madera Canal Contractors on the basis of the historic and projected deliveries to the Delta 
Mendota exchange contractors applicable to the 50-year repayment period. These costs and expenses are 
then allocated among the Friant-Kerr Madera Canal contractors on the basis of their historic and projected 
Class 1 water deliveries during the 50-year repayment period. 

 
• San Luis Drain. The San Luis Drain operation and maintenance expense component incorporates all San 

Luis Drain expenses including a pro rata share of the annual administrative and general expense. The San 
Luis Drain operation and maintenance expenses are pooled and allocated to the three contractors currently 
entitled to San Luis drainage service (the Panoche, San Luis and Westlands Water Districts) on the basis of 
each contractor's San Luis Canal deliveries for the year involved.  
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• San Luis Drain capital costs are allocated to the three contractors currently entitled to San Luis drainage 
service on the ratio of each contractor's historic and projected long-term San Luis Canal deliveries applicable 
to the 50-year repayment period to the total of all such deliveries. 

 
• Direct Pumping. The direct pumping component includes all of the costs applicable to he various canalside 

relift pumping plants and the other CVP pumping plants not operated by the Bureau including those serving 
the Bella Vista WD (Wintu pumping plant), Contra Costa WD (Contra Costa, Ignacio, and Clayton pumping 
plants), Westlands WD (Pleasant Valley pumping plant) and the Cross Valley Contractors (State Delta 
pumping plant - project use energy costs only). 

 
• All of the facilities included in the direct pumping component are operated and maintained at no cost to the 

Bureau with the exception of the cost of the project use energy provided. The project use energy costs are 
isolated and charged diretly to the individual contractors receiving benefit of the pumping services.  

 
• The CVP capital costs applicable to the direct pumping facilities is also charged directly to the individual 

contractor receiving benefit of the pumping service. Per acre-foot rates are determined for these costs by 
distributing the capital costs to the historic and projected long-term contract deliveries applicable to the 50-
year repayment period. 

 
• Adjustment for Historic Individual Contractor Repayment or Deficit Balances.  This component consists of the 

net result of the comparison of each Contractor's annual water payments with their allocated share of the 
operation and maintenance expenses for that year. This component reflects the calculation of individual 
Contractor balances starting at the time each long-term contractor first started taking CVP water. The 
balances in this component indicate the result of individual Contractor accounting.  

 
Prior to the enactment of Public Law 99-546, interest was not charged on operation and maintenance deficits. 
Accumulated annual payments were netted against accumulated annual operation and maintenance charges in order 
to establish each Contractors net repayment or deficit financial position through September 30, 1985. If the 
contractor's total payments exceeded the allocated operation and maintenance expenses through September 30, 
1985, the net difference was considered repayment and was applied as a credit in determining the Contractor's water 
service rate. This credit is still applied in subsequent years to the extent that any deficits incurred after September 30, 
1985 have been repaid. If the Contractor's allocated share of the operation and maintenance expenses exceeded the 
payments through September 30, 1985, the Contractor had an operation and maintenance deficit which increased 
the Contractor's repayment obligation and computed water rate. 
 
Passage of Public Law 99-546 required the calculation of interest on all operation and maintenance deficits accruing 
on or after October 1, 1985. This necessitated the development and maintenance of individual contractor ledgers 
showing the operation and maintenance deficit or repayment balance accrued as of September 30, 1985, and the 
annual interest bearing operation and maintenance deficits (including interest) incurred thereafter. An annual 
accounting of financial operations will be made by contractor showing the result of that years activities. The annual 
accounting of operation and maintenance deficits by Contractor will include interest accruing on a compound basis at 
rates determined in accordance with the interest rate criteria contained in Public Law 99-546. Annual interest 
calculations are simplified by using a composite interest rate method which reflects the weighted average of the 
various annual Contractor deficits and applicable interest rates. 
 
The Region, has decided to accept, and encourage, voluntary payments from individual contractors to avoid 
operation and maintenance deficits and has developed implementing procedures for accepting, handling and 
applying voluntary payments. These procedures allow the contractors to avoid incurring interest on operation and 
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maintenance deficits so long as voluntary payments are made in accordance with the Region's established voluntary 
payment procedures. 
 
The Component with Individual Contractor Deficits Ratesetting Method applies all annual water revenues by 
individual Contractor in the following priority:  
 

• Current operation and maintenance expenses  
 

• Interest expenses  
 

• Interest-bearing operation and maintenance deficits  
 

• Non-interest bearing operation and maintenance deficits  
 

• Capital repayment 
 

WATER RATE CALCULATIONS  

Using the methods and procedures previously described, water rates for each component and CVP long-term 
contractor are calculated annually. Pending final approval, the Component with Individual Contractor Deficits 
Ratesetting Method has been used on an interim basis to calculate individual contractor CVP water rates for the 
1984, 1985, 1986, 1987 and 1988 water years. 

Upon final approval, the Component with Individual Contractor Deficits Ratesetting Method will be used to calculate 
all CVP irrigation cost-of-service and RRA full-cost water rates. These rate determinations include provisions for 
annual operation and maintenance expenses, amortized rates for the applicable construction costs and rates to 
recover any accumulated O&M deficits (including interest pursuant to Section 106 of Public Law 99-546) and 
adjustments for individual contractor repayments to date. The full-cost rate also includes an interest charge on unpaid 
capital costs in accordance with the RRA. 
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Non-Fed 
Contributions Total Receipts

Fiscal Year Receipts

10-Year 
Rolling 

Average Receipts

10-Year 
Rolling 

Average Receipts

10-Year 
Rolling 

Average Receipts

1993 8,488,521 282,532 0 0 8,771,053
1994 12,445,670 3,062,475 5,472,398 0 20,980,543
1995 19,653,199 3,326,054 10,582,808 0 33,562,061
1996 33,963,427 4,532,763 8,328,838 0 46,825,028
1997 28,285,292 6,441,240 1,945,430 0 36,671,962
1998 16,735,441 3,050,510 4,845,695 0 24,631,645
1999 31,450,074 6,339,033 10,911,746 0 48,700,853
2000 28,518,202 6,487,597 11,989,179 0 46,994,978
2001 22,658,904 5,560,639 6,891,001 1,000,000 36,110,545
2002 24,668,330 63.906% 6,525,177 12.847% 20,556,612 22.965% 0 51,750,118
2003 27,019,792 62.269% 5,034,994 12.779% 15,809,615 24.698% 0 47,864,401
2004 27,196,590 63.236% 6,903,465 13.175% 4,181,758 23.346% 0 38,281,814
2005 32,737,905 62.754% 5,873,948 13.034% 18,963,247 23.983% 0 57,575,099
2006 33,853,402 61.590% 7,529,892 13.473% 13,488,271 24.711% 0 54,871,565
2007 28,062,780 61.070% 6,652,464 13.417% 5,366,834 25.288% 0 40,082,078
2008 17,478,762 57.590% 8,436,749 13.752% 27,011,088 28.447% 0 52,926,599
2009 18,692,314 53.694% 6,188,421 13.418% 34,536,089 32.682% 0 59,416,823
2010 31,260,772 54.150% 6,026,431 13.296% 10,681,594 32.348% 0 47,968,797
2011 30,438,715 53.224% 7,797,695 13.133% 20,960,452 33.643% 0 59,196,862
2012 26,821,459 52.843% 11,816,747 13.958% 20,862,633 33.198% 0 59,500,839
2013 17,859,043 51.490% 8,413,096 14.730% 17,404,274 33.779% 0 43,676,413
2014 6,420,484 46.717% 5,534,067 14.242% 34,320,653 39.041% 0 46,275,204
2015 4,172,943 42.004% 3,528,415 14.047% 40,389,697 43.949% 0 48,091,055
2016 12,688,521 37.454% 6,907,972 13.773% 40,954,898 48.772% 0 60,551,392

TOTAL 541,570,543 142,252,374 386,454,810 1,000,000.00 1,071,277,727

Capital Costs:
FY 1993 - 2002 14,486,575,554 60.031% 4,610,396,615 19.105% 5,034,866,339 20.864% 24,131,838,508
FY 1994 - 2003 14,632,880,488 60.126% 4,552,428,315 18.706% 5,151,536,987 21.168% 24,336,845,790
FY 1995 - 2004 14,746,727,751 60.275% 4,473,508,093 18.285% 5,245,527,205 21.440% 24,465,763,049
FY 1996 - 2005 14,849,152,166 60.419% 4,389,655,764 17.861% 5,338,023,815 21.720% 24,576,831,745
FY 1997 - 2006 14,951,521,682 60.624% 4,304,226,069 17.452% 5,407,051,351 21.924% 24,662,799,102
FY 1998 - 2007 15,030,984,263 60.843% 4,216,611,404 17.068% 5,457,134,543 22.089% 24,704,730,210
FY 1999 - 2008 15,092,295,014 60.797% 4,174,222,599 16.815% 5,557,613,187 22.388% 24,824,130,800
FY 2000 - 2009 15,134,750,359 60.715% 4,138,874,526 16.604% 5,653,754,512 22.681% 24,927,379,397
FY 2001 - 2010 15,141,844,018 60.596% 4,084,990,814 16.348% 5,761,288,940 23.056% 24,988,123,772
FY 2002 - 2011 15,158,866,330 60.277% 4,039,444,885 16.062% 5,950,484,470 23.661% 25,148,795,685
FY 2003 - 2012 15,189,349,951 60.043% 3,974,837,099 15.712% 6,133,123,655 24.244% 25,297,310,705
FY 2004 - 2013 15,325,460,684 59.676% 3,988,167,708 15.530% 6,367,409,119 24.794% 25,681,037,511
FY 2005 - 2014 15,476,328,114 59.306% 3,990,600,848 15.292% 6,628,834,262 25.402% 26,095,763,224
FY 2006 - 2015 15,632,829,707 58.951% 3,989,156,865 15.043% 6,896,223,528 26.006% 26,518,210,100

Irrigation M&I Water Commercial Power

10-Year Rolling Average of CVP Restoration Fund (ALL YEARS)
Receipts for Irrigation, M&I, and Commercial Power

Central Valley Project

Irrigation M&I Water Commercial Power
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