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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
2001 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.

TABLE D – 1

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.
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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 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.”

NCWA – 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 1 – Allocate Joint Costs Based on Project
Benefits; Criterion 3 – Apply Accepted Cost Allocation Standards; and
Criterion 4 – Consistency with Past CVP Cost Allocation Methods.

NCWA – 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.
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SCVWD – 1 See Response to NCWA – 1

SCVWD – 2 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.

SCVWD - 3 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 of responses to the
Draft Report.
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CVPWA – 1 See Response to NCWA – 1

CVPWA – 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 approach.
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CVPWA – 3 Reclamation notes CVPWA’s preference not to begin development of a
new cost allocation study at this time.
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SMUD – 1 The judgment of economists at the time of the last detailed cost allocation
studies in 1970 and 1975 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.

SMUD – 2 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.

SMUD – 3 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.

SMUD – 4 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 energy or recent changes in fuel prices.
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SMUD – 5 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.

SMUD – 6 See response to CVPWA – 2.

SMUD – 7 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.

SMUD – 8 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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WWD – 1 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.

WWD – 2 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.  If 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.

WWD – 3 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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Delta environmental needs before water would be available for diversion
to CVP water users.

WWD – 4 See response to WWD – 3

WWD – 5 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).

WWD – 6 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 CVPIA
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.

WWD – 7 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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WWD – 8 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.

WWD – 9 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.

WWD – 10 See response to comment CVPWA – 2.


