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DearInterestedParty:

Subject: Central Valley Project Improvement Act Administrative Proposalon
UrbanWaterSupplyReliability

In September1995, theDepartmentoftheInterior(Interior) invited thepublic to identify
concernstheyhadregardingimplementationoftheCentralValleyProjectImprovementAct
(CVPIA). Tofacilitatepublicinput anddiscussion,representativesofInteriorhelda seriesof
public meetingsbetweenSeptember1995andApril 1996. Duringthesemeetings,12 major
areasofconcernwereidentified, andindividualsvolunteeredto form work teamsanddiscuss
thespecificissuespertainingto thoseareas.In April 1996,Interiorcommittedto the
preparationofanAdministrativeProposalfor eachofthe12 areasofconcernto addressthe
principal issuesraisedby stakeholdersduringthepublic forumandwork teammeetings.

To thatend,InteriorcirculatedthedraftAdministrativeProposalon UrbanWaterSupply.
Reliability on June14, 1996, for reviewby interestedparties,andreceivedwrittencomments
from 7 parties.Enclosedis thefinal AdministrativeProposalonUrbanWaterSupply
Reliability whichhasbeenrevisedto reflectkey commentsreceived,aswell aspreviously
raisedconcerns.

We would like to extendourappreciationto all thosewhoparticipatedin ourpublic processto
find waysto resolvethis andotherCVPIA implementationissues.Completionofthis andother
final proposalswill notendtheneedfor stakeholderinvolvementin the implementationof the
CVPIA. We look forward to workingwith you andothermembersofthepublic in thefuture as
we implementtheCVPIA.



Copiesofthis final proposalcanbe accessedon theMid-PacificRegion’shomepageat
http:/wwiv.nip.usbr.goV or canbe obtained bycalling Ms. Alisha Sterud at 916/979-2435
(TDD 916/979-2310).

Michael J.
Regional etor
U.S. Fish d Wildlife Service
Region1

Enclosure

RogerK.
RegionalDirector
U.S. BureauofReclamation
Mid-Pacific Region
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CVPIA ADMINISTRATiVE URBAN WATER 5~J~pJJy
PROPOSAL RELIABILITY

INTRODUCTION

In September1995,theDepartmentofthe Interior (Interior) invited thepublic to identify any
concernstheyhadregardingimplementationoftheCentralValleyProjectImprovementAct
(CVPIA) (ITitle XXXIV ofPublicLaw 102-575).Tofacilitatepublicinputanddiscussinn,

representativesofInteriorheldaseriesofpublicmeetingsbetweenSeptember1995andApril 1996. Duringthesemeetings,12 majorareasofconcernwereidentified,’andindividuals
volunteeredto formworkteamsanddiscussthespecificissuespertainingtothoseareas.In
April 1996,Interiorcommittedtopreparationof“AdministrativeProposals”oneachofthe
12 areasofconcern,addressingtheprincipalissuesraisedbystakeholdersduringthepublic
forumandwork teammeetings..Tothatend,InteriorcirculatedadraftAdministrativeProposal
on UrbanWaterSupplyReliabilityonJune14, 1996,for reviewby interestedparties.Written
commentsonthedraftproposalwerereceivedfrom sevenparties.ThisAdministrativeProposal
onUrbanWaterSupplyReliabilityhasbeenrevisedto reflectthekeycomme,~tsreceived~onthe
draftproposalaswell aspreviouslyraisedconcerns.Responsesto specificcommentsare
providedin theattachedappendix.

BACKGROUND

In Januaxy1993,CentralValley Project(GyP)urbancontractorsmetwith Reclamationto
discusstheimpactsofthe4 previousyearsofdroughtonurbancommunitiesandto relaytheir
concernthaturbancontractorsneededareliablecontractwatersupplyfor futuredrought
contingencyplanning.Additionally,thedroughthighlightedthedifferentMunicipaland
Industrial(M&I) contractshortageprovisions2thatexistamongM&I contractorsandthe
potentialinequitiesthatcouldexistwhenCVPwateris allocatedusingsuchshortageprovisions.
TheurbancontractorsalsopointedoutthatoneofthepurposesoftheCVPIA is to achievea
reasonablebalanceamongcompetingdemandsfor theuseofCVPwaterincludingM&l needs.
As aresultofthismeeting,ReclamationundertookdevelopmentofaCVPM&I WaterShortage
Policy. ThegoaloftheM&I WaterShortagePolicywasto developaCVP-wideM&I water
shortageprovisionthateventuallywouldbe negotiatedwith all CVP M&I contractorsand
incorporatedinto theircontracts,provideaminlinumlevel ofwatersupplythat,in combination

The 12 areasofconcernarethefollowing: conservation,contracting,AnadromousFish
RestorationPlan(AFRP),managementofSection3406(b)(2)water,RestorationFund,urban
reliability, transfers,refugesupply,SanJoaquinRiver,Trinity River, StanislausRiver, andthe
stakeholderprocess.

2 CVP M&I contractualshortageprovisionsrangefrom thosethataresilent ontheissue

of apportionmentofGyPwatersupplybetweenagriculturalandM&I contractorsto thosecalling
for agriculturalcontractorsto havetheirwatersupplyreducedby 25 percentofcontractsupply
beforeanywatershortagecanbeimposedon M&I contractors.
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with M&I contractorsdroughtwaterconservationmeasures,wouldsustainurbanareasduring
droughtsituations,andlastlyprovidesufficientinformationto urbancontractorsfor usein
developmentoffuturedroughtcontingencyplanning.Thisproposalisnotintendedto adversely
impactfulfillmentoftheenvironmentalrequirementsoftheCVPIA.

TheDraft M&I WaterShortagePolicywasreleasedto all interestedparties,organizations,
contractors,andagenciesfor commentonFebruary17, 1994w Thisdraftinterimpolicy
identifiedthreelevelsofWatersupply: aregulatorylevelwheretheminimumwatersupply.
wouldbethegreaterof75 percentofcontractentitlementor85 percentofhistoricusage;a
hydrologicshortagewithaminimumlevelof75percentofhistoricuse;andfinally, apublic
healthandsafetywatersupplylevelthatwouldbetriggeredwhenCVPwatersupplieswere
severelyconstrained.After revi~wingcomments,ReclamationadoPtedthedraftasaninterim
policy onwhichto basecontractamendments,pendingcompletionofongoingstudiesassociated
with theCVPyieldandthePrograniniaticEnvironmentalImpactStatement(PEIS)required
underSection3409oftheCVPIA.

OnOctober12, 1995,CaliforniaStateSenateBill 1011(CaliforniaAct) wassignedinto law.
.TheCaliforniaActhighlightedtheconcernsoftheCVPurbancontractorsby emphasizingthe
critical importanceofurbanwatersupplyreliability by requiringurbansuppliersto preparea
watershortagecontingencyanalysisdetailingspecificactionstheymusttakeduringwater
shortages.It alsorequiresurbanwatersuppliersto accomplishanassessmentofthereliability of
its waterserviceto its customers.

ActualM&I deliveriesin 1994wereapproximately336,000acre-feet(19percent)oftotal CVP
waterdeliveriesofapproximately1,759,000acre-feet.ProjebtedM&I demandin theyear2022
isapproximately683,000acre-feet,whichtranslatesinto 18 percentofprojectedtotal deliveries
of 3,859,000acre-feet3.

~ Actualdeliveriesandprojecteddemandswereobtainedfrom the1996CVP Irrigation
andM&I ratesettingbooks. Totaldeliveriesincludeonly thoseamountsofCVP watermade
availablefor M&I andagriculturalusesandexcludesdeliveriesofbasesuppliesunder
SacramentoRiversettlementcontracts,GyPwaterdeliveredundertheExchangecontracts,and
CVPwaterdeliveredunderFriant Division contracts.
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SUMMARY OFISSUES

TheUrbanWaterSupplyReliabilityWork Teamidentified13 issues.’ Interiorconsidered3 of
the13 issuesaskeyissueswhichthisadministrativepaperaddresses.Thethreeissuesare
(1) whatminimumlevel.ofreli~bilityshouldbeprovidedto urbanwatercontractors,(2)Mw
shouldotherwatersuppliesdevelopedbyacontractorbe consideredfprotectedin urbanshortage
allocations,and(3) whatshouldbethereliability ofwaterconvertedor transferredfrom
irrigationto M&I use? Eachofthekeyissuesisdiscussedbelow.

DISCUSSIONOF ISSUESAND INTERIOR PROPOSALS

What Minimum LevelofReliability ShouldBeProvided to Urban Water Contractors?

StakeiwlderViews. Urbancotitractorsbelievethatareliablewatersupplyisneededto sustain.
theurbaneconomyandsupporturbanpopulations.Additionally,urbancontractorsbelievethat
long-terminfrastructureandlanduseplanning,aswell asmanufacturing,commercial,or
residentialcapitalinvestment,cannotbesupportedby short-termadministrativepolicies
affectingthereliabilityofurbanwatersupplies.Theurbancontractorssupporttheirpositionby
statingthat: M&I contractorspayhigherratesfor CVPwaterthanagriculturalcontractors;urban
areashavemoregrossregionalproductth~.nagriculturalserviceareas;agriculturalareashave
greaterability to tolerateandadjustfor watershortages(urbanareascanreduceuseduringwater
shortages,buttheflexibility to reducewaterusepastacertainpointis severelylimited); and
lastly,urbanareasneedto knowthereliability ofCV?suppliesin ordertodeterminethe
investmentneededto firm up suppliesofwateraspartoftheirdroughtcontingencyplanning
process.

AgriculturalcontractorsbelievethattheCV? alreadyisoverlyconstrainedandthattheguarantee
ofanyminimumlevel ofreliability to oneclassofCV?urbancontractorswill impact
agriculturalwaterserviceusersandshouldrequireareallocationofGVP costs.Agricultural
contractorsbelievethaturbancontractorsshouldfirm up theirreliability throughvoluntarywater
transfers.AgriculturalcontractorsbelievetheGVPIAgaveM&I contractorsaccessto -

agriculturalwaterandthatanyadditionalreliability shouldbethroughawilling buyerandseller
arrangement.Additionally,agriculturalinterestsarguethat“fairness”dictatesthatgiving
preferenceto urbancontractorsin thedeliveryofCVP waterisnotjustifiablegiventhe

‘ AttachmentA containsalistof issuesidentifiedby theUrbanWaterSupplyReliability•
Team.
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demands5thathavealreadybeenplacedon theCV?watersupplyby theCV?IA,Endangered
SpeciesAct of 1973(ESA),andBay-Delta. Furthermore,agriculturalinterestsbelievethat if a
preferenceisgWento urbancontractorsin waterallocationsduringdroughtyears,then
~agriculturalinterestssho•uldbecompensated.Lastly,if apreferenceisgivento urbancontractors
becausetheyarepayingahighercostfor thewater,thentheremaybesomeagricultural -

contractorswith particularlyhi~,hvaluecropsthatmaywantto paymorefor greaterwatersupply
reliability fromtheCV?.

Interior Response.Reclamation’sexperiencefrom thelastdroughtwhereM&I contractors
submittednumerousrequestsfor hardshipandcritical needswaterbecausereducedwater
allocationsdidnotmeettheirminimumwatersupplyneedsdemonstratedthaturbancontractors
needaminimumlevelofwatersupplyreliability. Reclamation,however,believesthatscarce
watersuppliesavailableduringbelownormaltypewateryearsrequiremorestringentmeasures
to ensurethatavailablewaterisprudentlyandWiselyused. Themostimportantmeasureisthat
urbancontractorswhoreceivethisminimumlevelofreliability mustbeimplementingsignificant
waterconservationpractices.

Reclamationproposesto simplify andclarify theDraft M&I WaterShortagePolicy thatwas
releasedfor commentin February1994by reducingthepolicy from threelevelsto two. One
level will showtheminimumlevelofreliability to be 75 percentofhistoricuseadjustedfor
growth’ andadjustedfor quantitiesofwaterassociatedwith theimplementationofany
extraordinarywaterconservationactionand/orpractice.7Thesecondlevelwill reflectapublic
healthandsafetylevel. Thisshortagepolicy wouldgiveurbanintereststheinformationthey
needfor wateroperationplanningandyetgiveReclamationtheflexibility to operateandmanage
theCV?duringtimesorwatershortage.

~AgriculturalinterestsreferenceSection3406(b)(2),refugewatersuppliesandTrinity
Riverflows; ESArequirementsonpumping,temperaturecontrol, andgateclosures;Bay/Delta
Accordrequirementsfor increasedoutfiowandrestrictedpumping;FolsomReservoir
reoperation,newdemandson thesystemby newcontractsorcontractorsthathavenotexercised
theircontractto date(PublicLaw 101-514contracts,EastBayMunicipal Utility District -

(EBMUD]).

6 “Adjustedfor growth” refersto aprocesswherebyReclamationreviewshistorical

deliveryrecordsfor pastwaterusageandallowscontractorsto providedocumentationto support
anyincreasesin thehistoricalrecordbaselinepopulations/industry.It wouldbecappedat the
level offull contractualamounts.

~An extraordinaryWaterconservationactionorpracticeis consideredto beany
conservationactionorpracticeimplementedby an urbancontractorthat is morestringentthan
requiredby Reclamation’s“Criteria for EvaluatingtheAdequacyofAll WaterConservation
Plans”datedSeptember30, 1996,asamended,supplemented,orreplaced.

4 June9, 1997



CYPIA ADMINISTRATIVE URBAN WATER SUPPLY
PROPOSAL . RELIABILITY

Onceadopted,Reclamationproposes.to implementsuchanM&T WaterShortagePolicyin away
thatminimizesimpactsto agriculturalcontractors.An analysiswill bedoneto quantifyany

~ impactsandexplorepossiblemitigationmeasuresbeforethispolicyis finalized. Thispolicy,as
modified,will continuetobeonlyaninterimpolicyuntil ongoingstudiesassociatedwith the
CV?yield andthe PETS required under Section3409oftheCYPIA are completed. Once~uch
studiesandthePETSarecompleted,thegoalis tomodify theM&I WaterShortagePolicyagain,
if necessary,makeit availablefor publicreviewandcomment,completeanyadditional
applicableenvironmentalrequirements,andultimatelyadoptafinal policy.

HowShouldOtherWater SuppliesDevelopedby a Contractor BeConsideredlProtectedIn
UrbanShortageAllocations?

Stakekolder Views. SomeCV?contractorshaveanumberofsourcesofwatersupply. Others
rely entirelyontheCV?for watersupply.In makingallocationsto M&I contractorsduring
shortageyears,shouldReclamationtakeinto accounttheavailabilityoftheseothersupplies?
Shouldthereliability ofCVPwatersupplygivento acontractorwhoreliessolelyon theCV?be
greaterthanthereliability ofCVPwatersupplygivento acontractorwhohasdevelopedother
watersupplies?Additionally,shouldtheCVPprovidea levelofreliability to M&I contractors
whohaveothersourcesofsupplywhentheresultwouldbereduceddeliveriesto agricultural
contractors?

UrbancontractorsandotherinterestsbelievethattheavailabilityofotherWatersuppliesshould
notbetakeninto accountby Reclamationin makingallocationsto M&I contractors.Aecording
to urbancontractors,additionalinvestmentsin alternativeor supplementalsourcesofsupply
werenotintendedto increasetheyield oftheCV?,butto minimizecurrentandfuture shortages
within thecontractor’sservicearea.Urbancontractorsbelievethatevenif theshortagesare
limited to 25 percentofsupply,someurbanpopulationswill nottoleratethemandatory
rationing,conservation,andeconomicdisruptionthatmayberequiredto achievea25-percent
reductionin wateruse.Urbanconttactorsfurtherstatethatby includingavaflablesuppliesfrom
athersources,Reclamationwouldsubstantiallydiminishthevalueofexistinginvestmentsand
deterthedevelopmentofnewsourcesofsupply. Therewouldbeno incentivefor contractorsto
developlong-termwaterlransfers,waterbanldngprograms,orotherprojectsthatincreasethe
availabilityofdry yearsupplies.Lastly,urbaninterestscontendthatall M&I contractorsare
allocatedCV?costsonanequalbasisand,therefore,it wouldbeinequitableto createdifferences
in theallocationofbenefits. However,urbancontractorsalsorecognizethattheremaybetimes
whenwatersupplyconditionsaresocritical thatall sourcesofsupplymustbetakeninto account
whenmakingCV? allocations~suchaswhentheCV?cannotdeliveraminimumsupplyto the
wildlife refugesorwhendeliveriesto agricultureareso low thatmaintenanceoftreesandvines
is injeopardy.

Otherurbancontractorsstatethattheydonothavethefinancialresourcesto developalternative
sourcesofsupply,andtheyneedgreaterprotectionin shortagesituations.
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Agriculturalcontractorsareconcernedthat limited CVPwatersuppliesmaybegivento anM&I
contractorthathastheresourcesandcapabilityofdevelopingits ownreliability. Theyquestion
thewisdomofgivingsuchM&I contractorsthisbenefitattheexpenseofotherCV? contractors.

Interior Response.Reclamationstronglyencouragesall of its contractorsto develop -

supplementalsourcesofwatersupply. It isnotReclamation’sintentto penalizeanycontractor
whohasasupplementalsourceofwatersupplywhencalculatingtheminimumlevelofwater
supplyduringwatershortages.ThedecisionofwhetherReclamationwill considerothersources
ofwatersupplyavailableto its M&I contractorsdependson theoverallwateryeartypeandCV?
systemoperationalconstraints.Forexample,in previousyearsofcritical wateravailability,
ReclamationhasaskedM&I contractorsto identify theminimumamounttheyneedto•
supplementtheirothersourcesofwatersupply. Undersuchsituations,thewaterallocationmay
dropbelow75 percentofhistoricusageto someM&I contractors.

The availabilityofotherwatersuppliesispartofthedecisionmakingprocess.By basingthe
allocationon 75 percentof“historic use,”wepartly incorporatetheimpactofotherwater
supplies.However,Reclamationwill needtoworkwith thecontractorswith diversifiedwater
suppliesonacontractor-by-contractorbasisto ensurethatReclamation!spolicy doesnot
encouragewaterusesimply to increasetheamountcalculatedasanurbancontractor’shistoric
usefor purposesofhavingalargerallocationduringcritical wateryears.As partofthehistoric
usecalculationfor watershortageallocations,Reclamationwouldbewilling to adjustthe
calculatedurbancontractor’shistoric usequantityWanurbancontractorcoulddemonstratethatit
usedits supplementalwatersuppliesfirst beforeusingCV?watersupplies. Theuseof
supplementalwatersuppliesbenefitstheCV?duringall wateryeartypes.

ReclamationrecognizesthatM&I contractorsneedaminimumlevel ofreliability andyetthat
levelshouldnotbe sohighthatit becomesadisincentiveto M&I contractorsto firm up other
sourcesofwatersupplies.Reclamationisworkingwith CV?contractorssouthofthe
Sacramento-SanJoaquinDeltaonadraftreallocationagreementthroughwhichM&T contractors
areattemptingto firm up suppliesin dry years.Additionally,to encourageotherM&I
contractorsto firm up theirexistingsupplies,Reclamationcouldproposeatwo-tier levelof
reliability. Thefirsttier wouldbegivento M&I contractorsasaminimumreliability level
regardlessofothersupplies.The secondtierwould beahigherpercentage,butwould requirean
M&I contractortopayachargefor thisadditionallevel ofreliability. In essence,theCV?could
bethe“other sourceofsupply” for someM&I contractors.Thetwo-tier levelofreliabilitymay
be exploredin future discussions.Suchdiscussionswill beopento thepublicandwewill also

Oneurbancontractoraskedwhat wouldbethewaterallocationto anurbancontractor
who hasnot usedCVPwaterin thepastbut mayneedto obtainCVP waterduringawatershort
year. Reclamationrecognizesthatthisis alegitimateconcernandReclamationhasworkedin
thepastwith suchcontractorsandwill work in thefuturewith suchcontractorsin allocatihga
watersupply.
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seekpubliccommentsonanytwo-tierproposal.The UrbanWaterSupplyReliabilityWork
Teamwill alsobenotifiedoffuturediscussionson thisapproachandbegivenanopportunityto
participatein futuremeetings.

WhatShouldBetheReliability ofWaterConvertedorTransferredfrom Irrigation tu
M&I Use?

StakeholderView. Agriculturalinterestsbelievethatthewatershortagecriteriawhichappliesto
agriculturalwaterconvertedto M&I waterthroughcontractassignmentorwatertransfersshould
notchangebecauseofsuchconversionorwatertransfer. If urbanwatersupplyreliability is
appliedwhenwateris convertedortransferredto M&I, otheragriculturalcontractorswill be
impactednegatively.

Someurbaninterestsgenerallyagree. Otherurbancontractorsbelievethatthereliability
associatedwith theconversionofwaterfrom agricultureto M&1 usecouldbepermittedprovided
thatthechangesoccurredoveraspecificnumberofyears. Watersupplycontractscouldbe
renegotiatedfor increasedreliability from suchconversions.Additionally, urbaninterests
believethatincreasedreliability couldbeearnedby watersupplycontractorswith aproven
historyofefficientconservation.

Interior Response.InteriorbelievesthatthedraftM&I WaterShortagePolicy, oncefinalized,
shouldapplyonlyto thatportionofCV?waterusedhistorically for M&I purposesandidentified
asprojectedM&I demandasofSeptember30, 1994. September1994wasselectedbecauseit
wastheendofthefiscalyearin whichthedraftM&I WaterShortagePolicywasreleasedfor
comment.As such,Reclamationagreeswith maintainingthesamewatershortagecriteriaaswas
applicableto thewaterbeforethetransferorconversionoccurredon all actionsafter
September30, 1994. However,anurbancontractorcouldrequestthatapermanentconversion
from anagriculturalshortageto anM&I waterreliability shortagebeauthorized,providedthat
thereareno adverseimpactsto agriculturalorotherurbanwatersupplies.

7 June9, 1997


