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Dear Ms. Miller-Levy: 

We, the undersigned organizations, are pleased to present our comments on the U.S. 

Department of the Interior, Bureau of Reclamation’s “Economics Guidebook: Chapter 3 

“Cost Allocation Methodology” (“CAM”) and the “draft Findings and Recommendations 

Table” (“Table”) as prepared by the Institute for Fisheries Resources (“IFR COALITION”) by 

Dr. Guy Phillips, PhD, Economics, dated and attached, May 28, 2014. 

Dr. Phillips has more than 40 years experience as an economist with specialization 

in water resource economics in California and other states.  He has held positions in 

academia (University of California and California State University) and policy positions in 

the California Resources Agency and the California State Legislature. 

Following is a summary of our comments: 

1. The CAM does not adhere to some of the most fundamental principles of economic 
analysis.  If implemented as set out, the result would almost certainly result in 
taxpayers continuing to pay more than their fair share. 
 

2. The CAM is more of a description of a possible methodology than a methodology.  
The text is vague.  The definitions are incomplete; there are analytic assumptions 
that are presented as if they are fact; and the “exceptions” offered are not only 
ambiguous but incomplete and appear to be biased against the taxpayer.  The result 
is essentially an invisible analytic approach that is, or at least can be, left to the 
subjective interpretation and decisions internal to the CAM process.  We believe that 
this lack of transparency is not Congress’ intent. 

 

3. These cost allocation methodological questions and their results perpetuate decades 
of flawed techniques and results that have resulted in billions of dollars in direct 
and indirect subsidies to a relatively few project beneficiaries.  In spite of decades of 
criticism from the public and from its sister agencies, the BOR has clung to its 
historical approach as if, by repetition, an invalid system can be made valid.  We 
believe this is directly contrary to Congressional intent. 

 

4. There is no budget constraint, time limitation, or other resource constraint that 
justifies the BOR approach.  As has been repeatedly illustrated elsewhere by 
reputable agencies such as the Government Accounting Office, there are analytic 
methods that would actually require less time, less complex effort, fewer agency 
resources, and would result in better results than those proposed in the CAM.  If 
nothing else, the CAM should present each of these alternatives and explain 
explicitly why they have been rejected. 
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5.  Furthermore, continued dependence on an historic, flawed, methodology and its 
results ignores the advances in the field that have occurred over the decades.  Today 
there are better methods, analytic tools, data, and presentation techniques that 
would enable the public, the taxpayer, and Congress to understand what the BOR 
has done.  Again, if nothing else, the BOR should provide a detailed explanation for 
why it has rejected the use of contemporary analytic methods and tools. 

 

6. While the CAM is ambiguous (or even consciously masked), it appears to present the 
view that capital and operating costs incurred to compensate, mitigate, or otherwise 
seek to remedy the damages caused by the BOR facilities should be paid by the 
taxpayer merely because there is a perception that there is a public “benefit”.  
Hundreds of millions of dollars lent by the taxpayer to the direct project 
beneficiaries are at stake.  For example, the notion that fish, wildlife, and water 
quality costs incurred by virtue of building and operating BOR’s facilities—costs 
that would not have occurred without the facilities—violates basic tenets of sound 
economic analysis.  The only justifiable costs that the taxpayer should pay would 
only be those costs that are demonstrated to have resulted in a net increase or 
enhancement above and beyond what would have happened had the facilities not 
been built in the first place.  The CAM should explicitly address these basic 
principles and provide an economically sound basis for continuing to adhere to 
some other idea. 

 

7. We are not able to identify in the CAM a methodology that (a) that the historic 
under-collections will in fact be collected going forward on an economically sound 
basis, and (b) that the mechanism for paying the historic under-collections will be 
based on sound economic analysis and will be practical—e.g., that the 
reimbursement mechanism will not simply result in more hardship excuses to avoid 
reimbursement. 

 

8. The Table suffers from similar weaknesses that it is vague and proposes to utilize 
techniques that have been criticized for decades.  Further the Table itself is 
internally inconsistent.  Statements in some parts of the Table are not matched by 
statements in other parts of the Table. 

 

9. The Table is also inconsistent with the CAM.  Statements in the Table directly 
conflict with statements in the CAM.  Obviously, these inconsistencies need to be 
reconciled.  Vagueness will only perpetuate the public/taxpayer impression that 
arbitrary decisions made in the past will be made again in this Cost Allocation.  
Furthermore, either the Table or the CAM, or both, should be explicit in justifying 
the approach (es) proposed.  Billions of taxpayers’ dollars for past and future 
facilities are at stake.  The taxpayer deserves a full and explicit analysis of all 
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alternatives and a justification for the methods, analyses, and data proposed for 
application in this Cost Allocation. 

 

10. The CAM/Table is very vague relating to future facilities and how the principles will 
be applied to ensure proper allocation and collection of the reimbursable costs.  Past 
practice suggests that even a proper cost allocation will still result in under 
collections and subsidies and the burden will fall on the taxpayers. 

 

We are very concerned that, as it stands, the CAM/Table leave either the analyst or 

some other party in the process to make judgments or decisions that may or may not be 

consistent with sound economic analysis—and may result in nearly invisible vulnerabilities 

in the entire cost allocation effort. 

Since the CAM is actually only a description of a possible cost allocation methodology—

based on a seriously flawed historical approach--and not a thorough review and analysis of 

BOR’s proposed methodology, we cannot tell what the final methodology will be.   

Therefore, we reserve our right to further comment on the CAM once the details have 

been more completely developed.  We recommend that BOR offer the public in general 

another opportunity to comment on the CAM once the concerns have been addressed. 

Thank you for the opportunity to comment.  Please add our emails to your future 

notifications regarding the CVP cost methodology. 

Sincerely,  

          

Pietro Parravano     Zeke Grader                                 
President      Executive Director 
Institute for Fisheries Resources   Pacific Coast Federation of Fisherman’s Asso 
parravano@ifrfish.org     zgrader@ifrfish.org

     

Rebecca Crebbin-Coates    Kathryn Phillips   
Water Campaign Manager    Director 
Planning and Conservation League   Sierra Club California 
rebecca@pcl.org      kathryn.phillips@sierraclub.org  

mailto:parravano@ifrfish.org
mailto:zgrader@ifrfish.org
mailto:rebecca@pcl.org
mailto:kathryn.phillips@sierraclub.org
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Nick Di Croce      Carolee Krieger 
Co-Facilitator      Executive Director  
Environmental Water Caucus    California Water Impact Network 
troutnk@aol.com     caroleekrieger@cox.net 
 

     
Conner Everts      Renee C. Sharp 
Executive Director         Director of Research 
Southern California Watershed Alliance   Environmental Working Group 
connere@gmail.com      renee@ewg.org  
 

    
Lloyd G. Carter      Bill Jennings 
President, Board of Directors     Executive Director 
California Save Our Streams Council   California Sportfishing Protection Alliance 
lcarter0i@comcast.net     deltakeep@me.com  

 

Barbara Vlamis     Lowell Ashbaugh 
Executive Director     Conservation VP, NCCFFF 
AquAlliance       Northern CA Council of Fed. of Fly Fishers 
barbarav@aqualliance.net      ashbaugh.lowell@gmail.com 

     
Barbara Barrigan-Parrilla    Dr. Mark Rockwell 
Campaign Director      California State Representative 
Restore the Delta      Endangered Species Coalition   
Barbara@restorethedelta.org     mrockwell@endangered.org       

mailto:troutnk@aol.com
mailto:caroleekrieger@cox.net
mailto:connere@gmail.com
mailto:renee@ewg.org
mailto:lcarter0i@comcast.net
mailto:deltakeep@me.com
mailto:barbarav@aqualliance.net
mailto:ashbaugh.lowell@gmail.com
mailto:Barbara@restorethedelta.org
mailto:mrockwell@endangered.org
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John McManus       Stephen Green 
Executive Director      President 
Golden Gate Salmon Asso.     Save the American River Association 
john@goldengatesalmon.org    gsg444@sbcglobal.net  

S. Dean Ruiz, Esq.     Frank Egger 
Harris, Perisho & Ruiz      President 
Attorneys at  Law      North Coast Rivers Alliance 
South Delta Water Agency     fegger@pacbell.net  
dean@hprlaw.net       

mailto:john@goldengatesalmon.org
mailto:gsg444@sbcglobal.net
mailto:fegger@pacbell.net
mailto:dean@hprlaw.net
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IFR Coalition Specific Comments:  U.S. Department of the Interior Bureau of Reclamation  
“Economics Guidebook: Chapter 3 “Cost Allocation Methodology” (“CAM”) 

Guy Phillips, PhD, Economics 
June 4, 2014 

 
INTRODUCTION 
 
The IFR COALITION appreciates the opportunity to provide comments on the CAM.  The IFR 
COALITION understands the importance of properly allocating the capital and operating costs of 
BOR facilities between taxpayers, where there are costs that benefit the public at large, and those 
parties that are specific beneficiaries of the facilities such as water supply, power, water quality, 
and recreation.  Stated differently, IFR COALITION applauds any effort that threads the needle of 
properly allocating the complex array of present and future costs between those costs that would 
have been incurred without the facilities as compared to those costs with the facilities.  
Unfortunately, IFR COALITION finds that the CAM not only does not thread the needle:  the CAM 
could perpetuate decades of flawed analyses that have resulted in billions of dollars of taxpayer 
subsidies for a relatively small number of direct project beneficiaries. 
 
The CAM is the foundation of the entire Cost Allocation being prepared by the BOR.  The Cost 
Allocation itself will affect the taxpayers’ and users’ costs for decades to come.  Analogous to the 
foundation of a house, the CAM embodies the method, specifications, and assumptions for all that 
follows.  If the methodology is ambiguous, flawed, or incomplete, the resulting structure will be 
weak and vulnerable and potentially unable to stand.  Such vulnerabilities may be obvious or all but 
invisible.  Thus the IFR COALITION takes this responsibility as seriously as we believe that Congress 
intended. 
 
The historical context:  BOR’s decades-old flawed approach to cost allocation and cost 
reimbursement methods have inappropriately shifted billions of dollars from direct project 
beneficiaries to taxpayers. 
 
BOR’s history has added to the taxpayer burden from its facilities in two principle ways: (1) In the 
first case, by allocating too much of the capital and operating costs of its facilities to the taxpayer 
rather than the direct project beneficiary, and (2) secondly, through BOR’s methods to collect 
reimbursable costs that provide (a) arbitrary “ability to pay” calculations that result in even more 
subsidies and (b) even then do not collect what is due from project beneficiaries which results in 
serious undercollections of funds due the taxpayer. 
 
 
BOR’s biased cost allocations inappropriately charge too much to the taxpayer and too little 
for the direct project beneficiaries, resulting in large subsidies. 
 
BOR’s various efforts to comply with Congressional mandates regarding cost allocation and cost 
reimbursement have been controversial for decades.  The conflicts have arisen mainly because 
reviewers have demonstrated repeatedly that the methods, analyses, data, and assumptions have 
driven the BOR’s work toward a bias that would have the taxpayers paying more than is warranted 
by an economically sound analysis.  The BOR work has been too ambiguous and has left too much 
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opportunity for subjective decisions and interpretations to enter the analysis at points in the 
analysis that would be all-but invisible to the public and the taxpayer. 
 
Finally, the bias against the taxpayer has been repeated in each of BOR’s cost analyses over decades.  
Repetition does not ennoble faulty methods.  As such, the BOR has not only resisted comments from 
sister federal agencies on measures that would remove the bias but the BOR has also rejected the 
opportunity to use modern analytic tools, methods, and data that have been developed in the 
decades since BOR’s cost allocation efforts began.  As it relates to the “fish and wildlife” and “water 
quality” aspects of BOR facilities, several sister federal agencies and the general public have pointed 
out that the taxpayers should not be required to pay the costs of such facilities or operations.  
Curiously, BOR’s rejections may have continued and have even exacerbated BOR’s bias against the 
taxpayer (the inconsistency between the CAM and the “draft Findings and Recommendations Table” 
makes it uncertain which way BOR is going to go).   
 
While the CAM is silent on this point, the “draft Findings and Recommendations Table” (“Table”) 
seems to suggest that no fish and wildlife and water quality costs will be charged to the taxpayer 
unless it can be clearly demonstrated that such costs are associated with an enhancement of 
conditions above that which would have occurred without the project.  That would be an 
appropriate direction to take but since it is not explicit in the CAM and the relationship between the 
CAM and the Table is not clear, we urge BOR to address this explicitly in the CAM.  Therefore for 
purposes of these comments, we will treat the CAM as if the CAM has not addressed this matter. 
 
To cite a few historical examples: 
 

 The Department of the Interior’s Office of the Inspector General analysis in 2004 presented 
the case that the under-collection was at that time about $1.5 billion and rising quickly.  
Water irrigators’ annual subsidy was estimated at $250 million/year for only 50 of the 
water customers and was also rising quickly. 

 
 The Government Accountability Office (“GAO”) in 2007 reported to Congress on some of the 

various ways that the CVP facilities had to be re-tooled or operated differently in order to 
address emerging issues directly associated with the construction and operation of the CVP.  
The revised cost allocations buried the associated reimbursements to taxpayers in ways 
that were not supportable by sound economic analysis.  The result is that not only is the 
former CAM flawed and inappropriate, using its next generation in the same clothing will 
merely perpetuate the problem.   

 
 GAO’s 1992 Critique of the USBR Cost Allocation failure.  Most of the critique is still valid 

today. GAO found that: (1) the Bureau gave limited attention to the congressional mandate 
to implement an updated cost allocation study by January 1988, mainly because of funding 
and staffing constraints; (2) the Bureau included inappropriate costs and made 
questionable estimates of project benefits and alternative costs in its 1988 draft study, and 
public comments on the study cited similar concerns; (3) the Bureau charges rates to its 
CVP water users that are based on the cost allocation percentages it developed in 1970 and 
updated in 1975; (4) delays in properly allocating CVP costs could result in the government 
recouping less of its capital investment, because the value of the dollar received years later 
will be less than if those dollars were timely received; and (5) although the Bureau has 
agreed to explore alternate allocation approaches it continues to rely on its methodologies, 
which could cause additional delay in developing an acceptable cost allocation. 
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With billions of taxpayer dollars at stake, there is no analytic, methodological, budgetary, or 
time-constrained reason for BOR’s perpetuating its flawed cost analysis methodology or 
results. 
 
The following excerpts from the GAO (pages 9-11) illustrate not only the flawed approach being 
followed by the BOR but also demonstrate that there are better analytic approaches that are 
simpler, would take less time to implement, would cost less to follow, and would yield better 
results: 

(a) “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.” 

 
(b) “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 a 
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.” 
 
(c) “These two approaches have the advantages of (1) eliminating the need to gather data and 
estimate benefits and alternative costs to allocate joint 
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.” 
 
(d) “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.” 
 
(e) “The Bureau did not complete its updated cost allocation by the a 
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 
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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.” 
  
(f) “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.” 
 
(g) “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.”  
 
(h)  Page 18, from the GAO report: Delays in Allocating Costs Can Affect Revenues  

(i)“To develop joint cost distribution percentages for the draft 1998 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.” 

 
(ii) “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.” 

 
At pages 18-19, the GAO continues:  Inappropriate Costs Were Included 
  

“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.   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.”  
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BOR’s approach to collect the already-understated reimbursable costs from direct project 
beneficiaries further subsidizes the beneficiaries resulting in major shortfalls in 
reimbursements on an ongoing basis, also at taxpayer expense. 
 
The history of cost recovery to repay the taxpayers for their huge loans primarily for water supply 
for the financial benefit of the customers demonstrates that the taxpayers have been put into a 
position never intended by the original “deal” with the water customers.  Not only have the 
(taxpayer subsidized interest-free) loans from the taxpayers not been repaid, but the CAM as set 
forward today suggests that the problem will not be corrected.   
 
In simple terms, the original and, theoretically, the present “deal” between the taxpayers and 
(primarily) the water users was that the taxpayers would lend billions of dollars to build facilities 
that the water users themselves could not raise the capital to build.  Then, the capital and operating 
costs were to be reimbursed by the project beneficiaries through a mechanism that had substantial 
subsidies built into the “loan agreement” itself.  Now, decades later, history has shown a large 
number of unintended consequences; to mention but a few: 
 

 The reimbursement mechanism itself has failed to collect what was due the taxpayers by 
more than $1.5 billion. 

 
 The impacts of building and operating the projects proved to be much different than 

expected, particularly with respect to remedying the water quality and salinity impacts. 
 

 The public’s priorities changed, particularly as it relates to the value of the environmental, 
water quality, and fish and wildlife impacts that were attendant the construction and 
operation of the facilities. 

 The projects undertaken not only skyrocketed in cost but had to mitigate, compensate, or 
otherwise repair damages that would not have incurred had the projects not been 
undertaken. 

 
 The project costs ended up exceeding the project’s benefits, directly contradicting the 

Congressional mandate that authorized the deal in the first place and stirring the 
controversy that has existed since. 

 
 The increasing subsidies to a relatively small number of agricultural enterprises—who do 

not have to pay the prevailing market price for water—are drawing much more public and 
Congressional attention and corresponding insistence that the problems be remedied. 

 
These are classic examples of the scale and type of economic activity that happens when a resource 
is undervalued (water) and the taxpayer is asked to step in.  The unintended consequences, 
however, mean that the taxpayers are using their scarce dollars to give those agricultural 
enterprises receiving the subsidized water a significant competitive advantage over those farmers 
who do not receive the subsidized water—whether they are next door in California or in other 
parts of the U.S.  While this is not the core of the CAM’s challenge, it is central to what the economic 
analyst must keep in mind when analyzing the costs and benefits of what the taxpayer has financed.  
What would have happened if no project were undertaken and therefore who should pay for the 
project that was undertaken? 
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In response to changing conditions over the years, BOR has made numerous changes to the 
facilities, priorities, and their operations.  Further, so many changes have been made to the 
purpose(s) and operations of the facilities, that it is a very difficult challenge—the challenge faced 
by the CAM—to reconstruct the reimbursement obligations. 
 
Even if the reimbursement obligations are calculated using reasonably sound economic analytic 
methods and solid data, the CAM offers no evidence that the historic and contemporary 
undercollection problem will be resolved going forward.  Instead, the CAM not only perpetuates the 
undercollections, but uses analytic techniques that would hide from the taxpayer and the general 
public the true size and distribution of the undercollections. 
 
In conclusion, unfortunately, the IFR COALITION finds that the CAM is ambiguous, flawed, and 
incomplete.  Its flaws are rooted in, but not limited to, BOR’s previous methods and practices to 
estimate costs and cost allocations.  The CAM announces that the method to calculate and allocate 
costs will be the “Separable Costs Remaining Benefits (SCRB)” method.  Over the years, the SCRB 
has been repeatedly and deeply criticized both as a method and for the application of the method.  
Yet, the CAM argues that the SCRB method should be continued.  The only justification offered is 
that the SCRB has been used for a long time.  That is not satisfactory.  BOR should utilize 
contemporary economic methods, tools, practices, and data to achieve Congress’ mandate.  Only by 
using a better method can the taxpayers, the stakeholders, and the general public have confidence 
that the appropriate tools have been used to reimburse the billions of dollars that have been lent to 
a relatively small number of beneficiaries.  
 
If the SCRB method is to be utilized, the CAM should set out explicitly how the method will be 
followed in order to improve upon or avoid the flaws of the past.  Similarly, if the SCRB method is to 
be followed, the CAM or BOR should provide an explicit discussion of why it is to be preferred over 
other alternatives.  For example, experts have ranked the “Costs follow the water” and “Capacity 
rights” approaches as superior to the SCRB method.  With billions of taxpayer dollars at stake, the 
IFR COALITION questions why the SCRB would still be preferred by the BOR. 
 
The balance of our comments are organized in three sections:  (1) General Overview, (2) Detailed 
Comments, and (3) Comments on the “draft Findings and Recommendations Table.  Unfortunately, 
the comments are fairly repetitive.  This is due to the fact that the ambiguities or analytic errors are 
pervasive, important, and very interrelated to the CAM work yet to be completed. 
 
I.  General Overview: the IFR COALITION is concerned that the CAM approach repeats past 
mistakes, incorporates a flawed methodology (as if repeating the method will make it the 
correct method), will not result in proper reimbursement of the taxpayer’s “loan” to build 
the facilities, and will continue or even increase the subsidies to the relatively small number 
of project beneficiaries. 
 
In summary, IFR COALITION finds that the draft CAM so far is more of the description of a possible 
approach to cost allocation than a methodology.  Indeed, sections of the CAM are so vague that they 
cannot even be described as a description of a methodology.  Rather, those sections describe things 
that BOR might do. While the CAM describes a reasonable framework for how the allocation of the 
capital and operating costs of the Central Valley Project and related facilities might be presented, as 
a methodology we find it to be too conceptual and lacking in the specificity required to gauge 
whether the resulting methods, assumptions, and data would yield an analysis that would meet the 
tests of either sound economic analysis or the standards of Congress. 
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Further, while the CAM seeks to define its terms for the methodology and analysis, IFR COALITION 
finds that the definitions are too ambiguous and not well enough specified to provide the public 
much opportunity to comment.  Further, the general approach appears to be a good way to start but 
again is too general to provide guidance for either a sound analytic framework or selection of the 
data appropriate to the analysis.  IFR COALITION cautions against repeating the mistakes of the 
past. 
 
Therefore, IFR COALITION is concerned that BOR will rely on the CAM as presented to go forward 
with an analysis using the “tools” in the CAM when those tools are not sufficiently set out, are not 
themselves analyzed (e.g., strengths, weaknesses, and empirical differences between them), a 
selection is not made, and a justification is not provided –nor, is there even a description of how the 
selection will be made. 
 
There are three basic tasks that need to be completed.  Their importance cannot be overstated.  
Billions of taxpayer dollars are at stake:   
 

(1) How much of the capital and operating cost of BOR facilities is reimbursable to the 
taxpayer from the project’s users (or as we use it here, the direct beneficiaries)?  
 
(2) How should those reimbursable costs be allocated to the respective project users?  And 
  
(3) How can the BOR provide enough assurance to both the taxpayers and the project’s 
users that the undercollections problem will be solved?  The CAM is simply too vague 
throughout to provide much assurance to the taxpayer (a) that the correct allocation of the 
costs to the taxpayer will result, (b) that costs will be equitably distributed among project 
users, and (c) that the resulting reimbursement obligations will actually be achieved.  

 
IFR COALITION is not able to identify in the CAM a methodology that (a) that the historic under-
collections will in fact be collected going forward (since they are indeed project costs), and (b) that 
the mechanism for paying the historic under-collections will be based on sound economic analysis 
and will be practical—e.g., that the reimbursement mechanism will not simply result in more 
hardship excuses to avoid reimbursement. 
  
IFR COALITION is very concerned that, as it stands, the CAM leaves either the analyst or some other 
party in the process to make judgments or decisions that may or may not be consistent with sound 
economic analysis—and may result in nearly invisible vulnerabilities in the entire cost allocation 
effort. 
 
The result, as is described in the Detailed Comments section below, is that it is possible that historic 
weaknesses in preceding studies/analyses could be perpetuated in this effort.  For example, the 
flawed historic allocations of costs to the taxpayer should not be perpetuated again through such 
components as fish and wildlife or water quality that should actually be allocated to those project 
uses and users that actually benefit from the project and its associated capital and operating costs.   
 
The CAM is not simply an accounting exercise to allocate present and future costs among present 
and future project-related actions.  It is fundamentally an economic analysis challenge.  The 
“accounting” component should follow and be based on the economic principles and analysis.  A 
basic principle of sound economic analysis requires that the costs be viewed “with” and “without” 
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the facilities rather than “before” and “after” the facilities are built as seems to be suggested in the 
CAM.  It is not clearly stated in the CAM that this principle is central to proper allocation of costs.  In 
fact, it is not even addressed.  Stated simply: if the costs incurred would not have been incurred 
“without the project”, the costs are “with the project” costs and should be allocated to the project 
beneficiaries, not the taxpayer.   
 
To illustrate: if fish and wildlife or water quality (or wildlife refuges) would not have required 
public expenditures “without” the facilities, then fish and wildlife and water quality expenditures as 
a result of the facilities should be allocated to those beneficiaries directly benefiting from the water 
supply, power, and recreation, not to the taxpayer.  Stated differently, if the fish and wildlife or 
water quality expenditures are actually intended to compensate, mitigate, or repair for the damages 
or reductions in fish and wildlife or water quality resulting “with” the facilities, then taxpayers 
should not be expected to pay for them. 
 
Similarly, the re-stated purpose of some of the BOR facilities (such as the “redefinition” of the 
purpose of New Melones for water quality or the changes to the San Luis facilities) should not be 
confused with a public benefit to be paid by the taxpayers.  Since the water quality expenditures 
(capital and operating) are only required “with” the facilities and for the purpose of benefitting the 
water supply functions for the direct benefit of the water supply customers (even if the water 
quality improvements also benefit fish and wildlife that would not have needed the improvements 
“without” the facilities), the taxpayers should not pay; the project beneficiaries should pay. 
 
Therefore, the IFR COALITION reserves its right to further comment on the CAM once the details 
have been more completely developed.  IFR COALITION recommends that BOR offer the public 
another opportunity to comment on the CAM once the concerns have been addressed. 
 
II.  Detailed Comments: As ambiguous as it is, the CAM’s description of a possible cost 
allocation methodology is biased against taxpayer recovery of reimbursable costs and 
biased against undertaking measures to compensate, mitigate, or otherwise pay for the 
damages caused by BOR facilities. 
 

1. Do not perpetuate previous methodological or analytic weaknesses: The history is well 
documented that BOR’s cost allocation(s) have been biased against the taxpayer.  
Furthermore, it has also been documented that BOR’s previous cost allocation analyses, 
even as they were biased for the benefit of the direct beneficiaries of the project(s) still 
resulted in incomplete reimbursement. To the extent that this CAM is intended to represent 
improvements over preceding cost allocation methods and analyses (including, for example, 
the SCRB method previously utilized), the differences should be clearly noted and corrected 
in the CAM (which is presently completely silent on this matter).  Further, as the previous 
cost allocation(s) were flawed, the results or conclusions should not be used as the starting 
point for this analysis.  Rather, if the BOR intends to use any of the results of any previous 
cost analyses in this cost analysis, the BOR should first adjust any of those past results to 
reflect today’s improvements. 

 
For example, on page 9 of the CAM, last paragraph, the following language “The basic guideline 
to follow in updating cost allocations is to use the same method of allocation as was used in the 
project authorization report” suggests that analytic methods and data sources used decades ago 
are the best available today and tomorrow (since the CAM will establish the method for future 
facilities as well).  Of course, methods and data sources have improved and will likely continue 
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to improve.  Further, the types of questions that were being analyzed decades ago have changed 
both in substance and in importance.  IFR COALITION suggests that the CAM should seek to 
reflect the state of the art rather than further endorse methods and results that have proven to 
be inadequate. 
 
To illustrate, the CAM itself on page 11 acknowledges: “A problem that has often occurred in 
final allocations and reallocations is the condition wherein project costs to be allocated exceed 
total benefits…”  When such a condition has occurred and when reimbursements are billions of 
dollars short of their obligation under historically biased cost allocation and reimbursement 
methods, IFR COALITION is astonished that the BOR has not simply started over again with a 
fresh look at everything they do. 

 
2. The relationship between the CAM and the draft Findings and Recommendations Table 

(“Table”) is not clear.  The Table sets out descriptions and methods that are not mirrored in 
the CAM.  In order to guide the analyst and the analytic process, the CAM should contain 
more detail than the Table.  Yet, this is not the case.  More importantly, it appears that the 
Table and the CAM are in direct conflict with each other over the treatment of the fish and 
wildlife and water quality aspects of the CVP. 

  
3. The CAM’s reference points are not well defined.  The starting (but not final) reference point 

should be the original Congressional authorization(s) or subsequent specific (and properly 
cited) amendments that are specifically related to cost allocation and reimbursement.  A 
number of the BOR facilities are no longer used for the purposes for which they were 
originally authorized.  For example, the New Melones and San Luis facilities were 
authorized for purposes different from the way that they are managed today.  Of course, 
that changes the cost allocations.  Unless Congress has specifically authorized not only the 
operational changes and the associated cost allocations but has directed that the taxpayer 
should pay for the changes, the cost allocations should continue to flow to the direct project 
beneficiaries, not the taxpayer. Further, even if Congress has specified the cost allocation, if 
subsequent analysis (using appropriate analytic techniques) suggests that the cost 
allocation specified by Congress is no longer appropriate, IFR COALITION suggests that BOR 
should seek authorization from Congress to get the cost allocations correct. 

 
4. If Congress will be expected to accept the taxpayer reimbursement amount, its timing, and 

its implied taxpayer subsidies, then the amounts, distribution (beneficiaries), and timing of 
such subsidies should be presented.  The CAM is biased in favor of the direct project 
beneficiaries in a host of ways.  They are detailed in the following comments.  Yet, at no 
point in the CAM is there acknowledgement of these subsidies and there is no discussion at 
all of the subsidies implied in the present reimbursement “system” (zero interest loan, 
reduction in rates for “hardship”, water prices based on historic costs rather than 
contemporary value, taxpayer reimbursement for the costs associated with project damages 
rather than by the water customer, and—even with all of those subsidies, a failure to be 
reimbursed for what is due).  Instead, the CAM would entomb those subsidies and damages 
in a method that does not appear to meet basic economic principles of sound analysis. 

 
5. Taxpayers should not pay for the capital or operating costs associated with the facilities 

where those costs are incurred as a consequence of, rather than the purpose of, the facilities 
themselves (see also Comment related to Page 1, “introduction”, below).  While the Table 
partially addresses this concern, the CAM does not.  The CAM should clearly delineate 
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capital and operating costs that are associated with the consequential, remedial, or 
compensating measures undertaken for the purpose of seeking to mitigate the impacts of or 
pay for the damage caused by the facilities as distinguished from the costs associated with 
benefits to specific project beneficiaries.   

 
6. The CAM does not provide a proper delineation between what constitutes costs for “fish and 

wildlife” and “recreation”.  See for example the following comment regarding “Page 4, 
Suballocation of Recreation and Fish and Wildlife Component”. 

 
7. The CAM does not provide a functional definition for costs associated with compensating, 

mitigating, or otherwise repairing the damages caused by the project.  Our comments herein 
have repeatedly argued for a clear treatment of mitigation and repair of damages caused by 
a project (i.e., costs that would not have been incurred in the absence of the project).  But, 
the CAM does not define what is meant by these terms.  We urge BOR to provide a clear and 
functional definition. 

 
8. Page 1, general introduction: There are a number of principles that should guide the cost 

allocation process.  Only some are discussed here.  Others include (a) most important:  
utilizing “with” and “without” analysis, not “before” and “after”, (b) properly attributing 
benefits between taxpayers and benefits that flow directly to project users (water supply, 
power, recreation), and (c) allocating costs properly between taxpayers and project users 
especially where, based on “with” and “without” the facilities, certain costs may appear to 
benefit the public at large or taxpayers but actually only result because the facilities have 
caused a deterioration in the “without” facilities case. 

 
9.  Page 1, Terminology: While these terms on their face seem appropriate, in their actual 

application, IFR COALITION cautions that the BOR follow the economic principles 
previously described.  For example, “Specific Costs” for fish passage could mistakenly be 
allocated to the taxpayer when in fact those costs should be allocated to the water supply or 
power functions. 

 
10. Similarly, “Incremental Costs” could also erroneously treat such costs as fish passage or 

water quality costs associated with water supply that would not have been required had the 
facilities not been built in the first place (the “without” case). 

 
11. Page 2, “Single Purpose Alternative Costs”: IFR COALITION cautions that, viewed as “with” 

and “without” cases, it is also possible that the Alternative would be “no project”.  The 
specification of this term does not allow for this possibility and therefore could skew the 
analyst’s results. 

 
Rather than repeat this concern for each of the cost classifications described, IFR COALITION 
notes that to various degrees the concerns apply for all of the cost terms.  Unless these terms 
are further defined, the terms do not provide enough guidance to the public and the analyst to 
know how such costs should be allocated. 
 
12.  Page 2, the “NED Plan”: as described, this drives the analysis toward structural alternatives 
and away from the “no project” or “remove project” alternatives.  Furthermore, the NED is not 
the appropriate place from which to assign costs unless there is a net benefit as compared to 
the “without project” case.  And only when it can be demonstrated that there is a net benefit to 
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the taxpayer clearly and explicitly linked to the “with project” case separate from the direct 
benefits received by the project user(s). 
 
13. Page 3, 3rd paragraph: as described in the General Comments section, since this  
Chapter is actually more of a description of a possible cost allocation methodology rather than 
actually setting forth the methodology, it is not possible to provide any substantive comments 
regarding the description and examples of the SCRB method of allocating NED costs.  IFR 
COALITION looks forward to its opportunity to review and comment on the actual CAM 
methodology.  IFR COALITION cautions however, as it is well known that the previous 
applications of the SCRB method have been weak and controversial, that BOR should carefully 
set out the new use of the SCRB early in this process (so that BOR can avoid its previous history 
of getting too committed to a method only to find that it was weak) and, further, so that the 
definitions, assumptions, and data sources (particularly as they are influenced by the cost 
allocation process discussed above) can be clearly understood by the public.  Since the NED and 
SPA elements of the CAM are not at all clearly defined in this Chapter, it is neither clear what the 
data, etc., will be used and how reviewing such uses by the public will be straightforward.  See 
Figure 1 comments below. 
 

14. Page 4, Figure 1:  This is a reasonable format in which to present the results of the  
analysis.  But, as it is only an example of results without the underlying analysis (presumably 
not yet performed), IFR COALITION can only comment on areas that will need further definition 
and justification. 

 
a. It is not clear from the example Figure 1 whether it is intended to represent all of the 

Project Purposes that will eventually be included in Figure 1.  The ones that are 
presented are appropriate (although “Irrigation” may not be a complete 
characterization of the water supply purposes).  If other purposes are to be included, 
they should be defined, analyzed, and justified.  If not, then many of the comments in 
this commentary may not apply. 

 
b. 8% interest:  is this meant to mean the rate of inflation on construction and operating 

costs?  Please be sure to provide a clear definition and an analysis and justification for 
this assumption.   “Interest rate”, “discount rate”, and “escalation rate” are not the same 
for all costs.  While a single discount rate may be appropriate for certain types of costs, 
it is highly likely that the future capital and operating costs will not escalate at the same 
rates.  Some costs, e.g. non-structural costs, may not escalate at all or very little, while 
capital project costs are likely to escalate at a faster rate than the discount rate. 

 
c. Further, if the term “interest” is meant to include some correlation to discount rates, the 

correlation should be defined, analyzed, and justified. 
 

d. The presentation of “Benefits” is vulnerable to the same concerns raised above.  Just 
because there are “benefits” resulting from certain capital or operating costs, does not 
imply that those benefits should be paid by the cost category.  As discussed above, if the 
costs of fish and wildlife and/or water quality are costs that would not have occurred 
“without” the facility, then the only justifiable description of those benefits is that the 
costs were incurred in order to mitigate, compensate, or otherwise remedy damages 
associated with the facility.  Therefore, the public taxpayer should not be responsible for 
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such costs and, instead, the direct beneficiary (water supply, power, recreation) should 
be responsible for those costs. 

 
e. IFR COALITION cautions that the “Present worth” and “Annual value” components of 

Figure 1 are vulnerable to the weaknesses discussed throughout these comments on the 
CAM.  If, for example, ultimately more project purposes are added to the Figure, then the 
Figure simply must distinguish between the costs that are justified for the taxpayer and 
those that are associated to the “with project” beneficiaries and treated accordingly. 

 
f. As for the balance of Figure 1, present and previous concerns about the SCRB method of 

allocating NED costs remain and are discussed elsewhere in these comments. 
 

15. Page 4, Suballocation of Recreation and Fish and Wildlife Component: Please provide 
further definition, analysis and justification for the following statement: “Recreation and 
fish and wildlife may [emphasis added] be considered to be a single component [emphasis 
added] especially for interrelated reservoir-type activities”.  Without a better understanding 
of what BOR considers a single component or a “joint cost” as compared to a completely 
different category of cost, IFR COALITION is not able to provide further comment except as 
cautioned elsewhere in these comments. 

 
16. Page 5, first full paragraph:  IFR COALITION does not understand what is meant by the 

following: “both reservoir and instream flow requirement segments of a component”.  
Clearly, if the fundamental principle of economic analysis is followed wherein costs (and 
benefits) should be considered “with” and “without” the project, how would the BOR and 
the CAM consider “instream flow requirements” as anything but a cost “with” the project?  
As such then, the capital and operating costs associated with instream flow requirements 
would only be attributable to the direct project beneficiaries: water supply, power, and 
reservoir recreation.  There is, as far as we can tell, no overlap or “joint” costs to be 
allocated between reservoir recreation or other costs and those associated with instream 
flow requirements. 

 
17. Page 5, last paragraph:  see comments below regarding the “alternative justifiable 

expenditure (AJE) method”.  This technique has been criticized for years.  Why repeat it 
now? 

 
18. Page 6, Figure 2: IFR COALITION sees no purpose to this figure as it suggests that there are 

in fact costs that should be ascribed to “fish and wildlife”.  See previous comments regarding 
both the with/without principle and the compensating nature of the costs associated with 
fish and wildlife.  IF there are any costs (or benefits) to be attributed to fish and wildlife, it 
would only be those associated with a net gain or net enhancement of the “with project” 
case above that which would have occurred under the “without project” case.  As has been 
suggested repeatedly in previous comments regarding the fish and wildlife and water 
quality aspects of the CAM, there is much more definition, analysis, and justification to be 
done before the CAM can be described as a complete methodology. 

 
19. Page 6, Figure 2: See also the “analytic” comments regarding Figure 1 preceding. 

 
20. Page 6, “Exceptions” and “Overriding Legislation or Departmental Directives”:  IFR 

COALITION suggests that the CAM has it all backwards in this section.  This whole 
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discussion emphasizes the importance of IFR COALITION’s prior comments.  In any case, 
whatever “overriding legislation” or “directives” the CAM intends to rely upon should be 
specifically related to Congressional directive(s) to reallocate costs and then should be 
explicitly analyzed and justified. 

 
a. Once again, the appropriate principle of economic analysis to guide here is not what 

BOR has been ordered to do but a complete with/without analysis—not a “before” and 
“after” framework.  Then, if costs are required to remedy or mitigate the consequences 
of the “with project” situation, whether BOR is ordered to do so or not, these costs are 
attributable to the direct project beneficiaries.  To charge the taxpayer for “fish and 
wildlife” or “water quality” is inappropriate when those costs would not have been 
incurred in the “without project” case. 

 
b. Furthermore, what BOR has been ordered to do is a very incomplete basis to attempt to 

create an exception that, if used, would be biased against the taxpayer.  The CAM’s 
method would suggest that the only time the costs of such measures should be paid by 
the direct project beneficiaries (e.g., water supply, power, reservoir recreation) instead 
of the taxpayer, is when ordered to do so.  This, of course, creates a substantial bias 
against any taxpayer or other party to work with the BOR in a less expensive process, 
such as simple dialogue or settlement agreements. Furthermore, this approach creates a 
bias for the direct project beneficiaries to resist mightily any notion of a modification or 
settlement agreement without expensive litigation or a taxpayer-financed expensive 
Congressional directive.   

 
Finally, this approach will almost certainly allocate to the taxpayers a higher amount of the costs 
than appropriate or equitable.  That, in turn, can be expected to cause even less support from the 
taxpayers for measures to reduce the damages (e.g., fish, wildlife, and water quality) caused by a 
project. Surely, this is not the basis for a sound and equitable cost allocation.   
 
Historically, BOR has/may yet modify its operations (only sometimes pursuant to being ordered to 
do so) for many reasons, to cite but two: 
 

a. BOR determined that it was the right thing to do as part of its own adaptive management 
prerogatives; 

b. BOR agreed formally or informally to undertake such measures (sometimes in simply to 
avoid being ordered to do so) to compensate partially for the damages caused by the “with 
project” case. 

c. While there may be some basis upon which the remaining of the descriptions of the 
proposed “exceptions” on Page 7, they need to be much better defined, analyzed for their 
consistency with sound economic principles, and justified.  IFR COALITION’s major concern 
regarding this whole approach is the notion that taxpayer’s should pay for the damages cost 
“with” a project.  This is further complicated by the ambiguity of the terminology that, in IFR 
COALITION’s view, does not enable the taxpayer to know what they are paying for and 
leaves discretion to the analyst to decide what the taxpayers will pay rather than the actual 
direct project beneficiaries.  IFR COALITION does not believe that this is Congress’ intent. 

 
21. Page 8, Allocations Based on Other Measures: this whole section does not even describe a 

methodology.  Rather it is a cursory review of possible approaches to disentangling costs.  
This section does not describe a methodology. “Other Measures” and “alternative 



20 

 

approaches” need to be carefully analyzed themselves for each one’s strengths and 
weaknesses according to sound economic principles, not simply because agency “policy” 
overrides economic analysis.  Finally, when an approach is selected, it should be justified 
explicitly on the basis of sound economic analysis. 
 

22. Page 8, “Allocations….”, second paragraph:  See previous comments.  IFR COALITION is very 
concerned that language like “salinity control purposes are currently evaluated on a cost 
effectiveness basis.  This requires a slight modification of the SCRB procedure.”, and “water 
supply purposes are estimates of beneficiaries' willingness to pay”, and “Instances might 
arise in which allocated costs to the other beneficiaries are greater than the repayment 
capability of those beneficiaries resulting in the need to reallocate costs”. 

 
a. Just because the taxpayers’ investments have been evaluated on a cost effectiveness 

basis does not imply in any way that the taxpayers should therefore pay any portion 
whatsoever of the resulting “benefits” if those so-called costs would not have been 
required “without project”. 

 
b. “slight modification(s) of the (already heavily criticized) SCRB procedure without 

explaining what “slight modification” is (whether or not it is “slight” is in the eye of 
the beholder), without analyzing what the modification means, and without 
justifying the modification, does not create an economically sound cost allocation 
method. 

 
c. “estimates of beneficiaries’ ability to pay” is utterly irrelevant to a proper and sound 

economic analysis of the costs of the facilities.  Cost allocations should be performed 
independent of any user’s ability to pay (or desire to pay).  Let the chips fall where 
they may.  It is an entirely separate consideration, that itself must be supported by 
analysis, whether the taxpayers or power customers should pay—and how much to 
further subsidize anyone who cannot or desires not to pay. 

  
23. Page 8, “Allocations….”, third paragraph:  See previous comments.  IFR COALITION would 

like to emphasize that this language is arbitrary and not consistent with sound economic 
analysis: 

 
a. “Costs may be allocated to purposes based on cost effectiveness using other 

measures of beneficial use” implies that every “benefit” is equal and should pay or 
that Congress has authorized a reallocation of costs.  This notion completely misses 
the importance of “with/without project” analysis.  Again, while “fish and wildlife” 
and “water quality” or salinity control may produce benefits, it does not follow that 
they should in any way be responsible for reimbursement of costs.  They probably 
are not benefits as compared to the “without project” case (this point should also 
be analyzed according to sound economic principles and practices). 
 

b. Just because “policy” or “legislation” “authorizes” an assumption that benefits are at 
least equal to costs or that “the assumption that the use of water for the purpose is 
at least equal to the value of the water in its next best alternative use; i.e., equal to 
the opportunity costs of the water” doesn’t mean that it is appropriate from an 
economic analysis point of view.  Policymakers and legislators may have made such 
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assumptions to make decision making easier.  It is unlikely (unless documented in 
the CAM) that policymakers or legislators made such decisions to instruct the CAM. 

  
24. Page 8, “Allocations….”, fourth paragraph:  See previous comments.  “Note that in the case of 

some threatened and endangered species, current methodologies do not lend themselves 
well to measurement of quantifiable benefits… In these instances, costs may be allocated 
based on other measures.”  There is no need to measure in either quantifiable or 
unquantifiable ways the “benefits” to threatened and endangered species unless preceded 
with a sound analysis that shows that those species achieved a net gain or enhancement 
over what the “without project” conditions would have been.  And then, taxpayers should 
only pay for the net gain over the “without project” case.  Instead, if the costs were incurred 
to compensate, mitigate, or otherwise repair the damages to those species in the “with 
project” case, those costs should appropriately be entirely allocated to the direct project 
beneficiaries. 

 
25. Page 9, “O&M Costs”: “The procedure of first choice for allocating Federal  O&M costs should 

utilize the final project cost allocation.”  This is an assumption and it should be presented as 
such.  Then the assumption itself should be analyzed and justified on the basis of sound 
economic analysis. 

 
26. Page 9, “O&M Costs”, first paragraph:  This discussion is not based on economic analysis.  

Further, once again, IFR COALITION cautions that the use of the term “benefits” is too loose 
and can lead to serious analytic errors.  Similarly, the language “farm enterprise budgets” 
raises the previously described concerns regarding “ability to pay” and “desire to pay” as 
false measures of benefits for purposes of cost allocation to reimburse the taxpayers for the 
loans made. 

 
27. Page 9, “O&M Costs”, first paragraph:  Similarly, the language “unit-day values may be used 

to estimate recreation benefits” should not be used to imply that the cost reimbursement 
obligation of “recreation” should be limited to those day values, “ability to pay”, or “desire to 
pay”.  If the taxpayer is to subsidize recreation uses of BOR facilities, that should be an 
explicit act by legislators, not buried in a cost allocation process. 

 
28. Pages 9 and 10, “Other Allocation Problems”:  IFR COALITION readily recognizes the 

complex analytic problem of disentangling huge capital and operating costs incurred over 
decades, historically only partially reimbursed, and for which project purposes and public 
priorities have changed over time.  IFR COALITION submits, however, that the analytic 
“problem” would be greatly simplified if the task were first organized according to sound 
economic principles and practices rather than immediately diving into what the CAM has 
done: frame the task as essentially only an accounting problem.  So, rather than repeat 
many of the comments previously made on other sections of the CAM, IFR COALITION 
affirms those comments and encourages the BOR to back up and re-frame the analysis.  IFR 
COALITION believes that the complexity and controversy surrounding its previous methods 
would be clarified, justifiable, and would yield a result more aligned with the economic 
challenge of meeting Congress’ original and present intent: reimburse the taxpayer for 
those costs not directly benefitting the taxpayer.  Toward that end, IFR COALITION offers 
the following summary analytic considerations not presently evident in the CAM:  

 
a. “Benefits” do not automatically imply a cost reimbursement obligation. 
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b. The starting point for disentangling costs should be viewed in the context of a 

careful analysis of “with project” and “without project” conditions. 
 

c. “Ability to pay” or willingness to pay should not be gauges for determining an 
appropriate cost allocation to reimburse the taxpayers.  If there is a desire to 
subsidize with taxpayer or power customer dollars any of the project users, that 
decision should be explicitly made by the Congress and the amount and timing of 
such subsidies should be available to the public and the Congress before such a 
decision is made. 

 
d. Costs incurred to mitigate, compensate, or otherwise remedy (partially or 

completely) the damages caused by a project are not appropriate for the taxpayers 
to pay.  Rather, these damages would not have occurred but for the other benefits 
received by the direct project beneficiaries (e.g., water supply, power, recreation).  
And, 

 
e. The CAM should adopt an economic analysis approach that is based on 

contemporary methods, tools, and data, not merely perpetuate the subtle and not-
so-subtle errors of the past.  For example, see the preceding discussion in these 
comments at page 6 regarding the “Costs follow the water” and “Capacity rights” 
methods. 

 
29.  Page 11, “Results of Cost Allocations”:  This section should explicitly add to the list of uses of the 
results: reports to Congress regarding: (a) the level of reimbursement collections received as 
compared to that expected, (b) the magnitude and timing of subsidies embodied in the cost 
allocations, and (c) the magnitude and timing of subsidies resulting from the actual 
reimbursements received. 
 
30.  Future capital and operating costs associated with new facilities or new mitigation costs: we 
are concerned that the CAM as set out is too ambiguous toward future capital projects and project 
mitigation/damage repair requirements.  Whether or not the CAM appropriately addresses historic 
costs, we find the CAM to be simply too vague regarding future projects that are needed because of 
the problems caused by the BOR facilities themselves.   
 
31.  What is known today about the future of BOR CVP facilities suggests that major capital and 
operating costs will be incurred as a result of lawsuits, settlement agreements, or court orders.  For 
example, drainage facilities may be required in order to meet regulatory/legal requirements.  The 
CAM is silent on how these facilities will be treated for purposes of cost allocation and recovery.  It 
is critically important that the associated future capital and operating costs be treated in the same 
manner as costs associated with mitigating or repairing damages caused by the project and should 
therefore be assigned to the project beneficiaries.  Furthermore, in order to ensure that the costs 
are actually recovered from project beneficiaries, cost recovery should not be part of the present 
inadequate cost recovery system that provides little assurance that the taxpayers would not end up 
footing the bill anyway.  That is, repayment should be direct, short term, and not subject to 
reduction or waiver on the basis of arbitrary “ability-to-pay” (or willingness to pay) decisions after 
the cost allocation has been made.  Any other method will inappropriately allocate costs to the 
taxpayers.  The CAM should explicitly set forth these principles and associated methodology. 
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32.  Comments on the “draft Findings and Recommendations Table”:  The Table is a big step 
in the right direction but is not mirrored in the CAM.  In addition, the terminology is not well 
defined in either the Table or the CAM.  Therefore, it is not possible to conclude that the 
improvements will follow through to the analysis. 
 

a. The relationship between the CAM and the Table is not clear.  Is one intended to govern 
the other?  Is one intended to be the summary of the other?  The answers to these 
questions are not clear because neither is well defined but, more importantly, they are 
in conflict with each other.  In addition, the Table is inconsistent between the discussion 
in the first one-half as compared to the second one-half. 

 
b. One way in which the Table and the CAM are in conflict with each other is with respect 

to the treatment of fish and wildlife, water quality, and all other matters related to 
compensating, mitigating, or otherwise addressing the damages and negative effects of 
the project. 

 
c. Cost Allocation vs. Cost Recovery: Please provide a description of the methodology by 

which historic under collections and ongoing subsidies (e.g., “ability-to-pay” or 
willingness to pay subsidies) will be corrected in this cost allocation.  Please also set 
forth how the existing large under collection will be collected and will not directly or 
indirectly cause a reallocation of costs to taxpayers (e.g., by reallocating under 
collections into a category of taxpayer costs). 

 
d. Cost Allocation Method, “Separable Costs Remaining Benefits (SCRB)” method: please 

provide a table to illustrate how this application of the SCRB has improved over 
previous flawed SCRB applications. 

 
e. Capital Cost Evaluation: Methodology:  please specify and remove the ambiguity in the 

phrase “can be used” and provide a justification for the method used.  Then make the 
appropriate changes to the CAM. 

 
f. Capital Costs: Types of Costs:  see comments on the CAM. 

 
g. Inclusion of New Melones Unit:  see comments on the CAM. 

 
h. Trinity River – Assumptions:  see comments on the CAM. 

 
i. Flood Control: Benefits-Methodology:  see comments on the CAM. 

 
j. Flood Control: Benefits-Results:    Do the benefits estimated by the USACE need to be 

revisited in order to be consistent with “with project” and “without project”? 
 

k. M&I Water Supply: Benefits-Methodology:  If the results of the different models prove to 
have inconsistent results, how will those inconsistencies be reconciled?  Please describe 
the justification for each model, its strengths, weaknesses, and how using different 
models is ultimately helpful. 

 
l. Refuge Water Supply: Benefits-Methodology:  see comments on the CAM.  The costs 

associated with the wildlife refuges are only applicable to the taxpayer to the extent that 
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a net enhancement of fish and wildlife populations can be demonstrated over the 
populations that would have occurred without the project.  Otherwise, the costs are 
project costs attributable to the direct beneficiaries of the project. 

 
m. All of the discussion on fish and wildlife, water quality, recreation, and refuges:  see 

comments on the CAM and reconcile the top half of the Table with the bottom half. 
 

 


