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Kanawha & Glide Water Districts 2006 Mid-Pacific Region Water Users Conference — The 2006 Water Users

Vacant Conference will be January 18-20 at the Eldorado Hotel and Casino in Reno,
Contral Zone Nevada. The Planning Committee is just starting to develop the agenda for the

Walter J. Bishop Conference and would appreciate any suggestions you might have for agenda

ot st ater Disric items, topics of interest, or other recommendations that will help us to put on

San.Juan Water District another exciting Conference. The Planning Committee Members are;

Suzanne Butterfield

Solano Irrigation District

Joan Maher e Jeff Bryant (Chair) Firebaugh Canal Water District

Santa Clara Valley Water District Phone: (559) 655-4761

Western Zone

Email: jeff@firebaughcanal.com

Bill Harrison
Del Puerto Water District

I;darzin theyersD e Greg Addington Klamath Water Users Association
an Luis Water District

Dennis Falaschi PhOI‘l‘e. (54 1) 883 -6. 1 00

Panoche Water District Email: greg@cvcwireless.net

Ted Sheely

Westlands Water District . i . . . . .
Southern Zone e Jim Akins Saucelito Irrigation District

Harvey A. Bailey Phone: (559) 784-1208

Orange Cove Irrigation District Email: saucelito-id@ocsnet.net

Howard Frick
Arvin-Edison Water Storage District

?qna:‘dﬂz')‘thjml)}s:m?tv e  Chris Dahlstrom Santa Ynez River WCD, ID #1

riant Water Authority

Kenneth B, Paul Phone: (805) 688-6015
Shafter-Wasco Irvigation District Email: Cdahlstrom@SVTVVd. org

1521 “I” Street e Richard Harriman Truckee-Carson Irrigation District

Sacramento, CA 95814 Phone: (775) 867-3041

Tele: 916-448-1638
Fax: 916-446-1063
Email:

Robert: rstacki@cvpwater.org e Dan Kepp 2 F amﬂy Farm Alliance

Russ:  russ@cvpwater.org Phone: (541) 850-9007

Serge: sergebirk@starbamd.net Email: kep@CVCWireleSS'net

Email: Marlene@tcid.org




¢ Jim Lowden Corning Water District
Phone: (530) 824-2914; Email: comningwd@tehama.net

s  Robert Stackhouse CVP Water Association
Phone: (916) 448-1638; Email: rstack@cvpwater.org

¢ Donna Tegelman Bureau of Reclamation
Phone: (916) 978-5200; Email: dtegelman@mp.usbr.gov

e Jane Townsend Conference Staff
Phone: (916) 448-1638; Email: fishead123@aol.com

The initial meeting for the Planning Committee is scheduled for September 13. Please
provide your suggestions to one of the above Committee members at your earliest convenience.
We look forward to your comments and seeing you at the Conference in January.

State Water Resources Control Board (SWRCB) Fees Workshop — On September 7, the
SWRCB will be conducting a Workshop on its proposed fees and emergency regulations for the
2005-06 year (covering the period July 1, 2005, through June 30, 2006). The proposed fee
schedule and the proposed emergency regulations can be found on the SWRCB’s web site at
http.//www.waterrights.ca.gov/fees/.

As shown on the “Fiscal Year 2005-06 Draft Fee Schedule Summary”, the proposed
Permits & Licenses Annual Fees has changed from the 04-05 fee of “$100 plus $0.025 per acre-
foot greater than 10 acre-feet” to “$100 plus $0.030 per each acre-foot greater than 10 acre-feet.
This proposed fee rate is a 20 per cent increase per acre-foot over last year’s rate and makes the
rate basically equivalent to the 03-04 acre-foot rate. A SWRCB hearing is scheduled to approve
the Draft Fee Schedule (as modified, if applicable) on September 22 and the billing process for the
2005-06 fees is anticipated to begin in early October.

We have begun working with the SWRCB staff to obtain addition details about the billing
process and determine the amounts that will be billed to the CVP contractors. Once we get that

information we will provide it to the contractors.

Upcoming Events

Sept 6 CVP Water Association Board of Directors Conference Call

7 California Bay-Delta Public Advisory Committee Meeting in Sacramento
SWRCB Workshop on 2005-2006 Water Rights Fees in Sacramento

8 California Bay-Delta Authority Meeting in Sacramento

13 Mid-Pacific Region Water Users Conference Planning Committee Conference Call

16 ACWA Financial Affairs Committee Meeting in Sacramento

22 Little Hoover Commission Hearing on CALFED Governance in Sacramento
SWRCB Hearing on 2005-2006 Water Rights Fees in Sacramento

23 Family Farm Alliance Advisory Committee Conference Call

CVP Water Association Financial Affairs Committee Meeting in Sacramento
28 CALFED Joint Operations Meeting in Sacramento




Environmental Report — September 2005
CVP Water Association
Serge Birk - Environmental Director

CALFED Science Salmon Monitoring Workshop (Workshop)

The Workshop, held at the Romberg-Tiburon Center on August 23-25, was convened in
response to water and power stakeholder requests for agencies to develop a
comprehensive salmonid monitoring plan that reduces scientific uncertainty and
identifies performance measures that managers and policy makers can use to evaluate the
effectiveness of CVPIA restoration actions. I served on the organization committee for
this workshop and made a presentation on the CVP Water Association‘s concerns relative
to current monitoring being conducted by CVPIA and CALFED researchers and
managers. My PowerPoint presentation is attached to this Report.

At the workshop, presentations were made on constant fractional marking, data
management, salmon and steelhead escapement methodology, hatchery monitoring,
genetic monitoring, and ocean harvest. A second, and possibly third workshop, is being
planned to specifically address concerns about the CVPIA Anadromous Fish Restoration
Program implementation and planning. A final report and summary on the Workshop is
being drafted by Dr. Randall Brown, consultant to the CALFED Science program.

Red Bluff Diversion Dam Technical Advisory Group (TAG).

On August 30, 2005, the TAG met at the offices of the Tehama-Colusa Canal Authority
to discuss progress made since their last meeting. An update on the green sturgeon
proposed listing was made. No new information was presented on preparing the NEPA
and CEQA for long-term fish passage at the Red Bluff Diversion Dam (RBDD).

Steve Cramer and Rick Sitts made a presentation on the Metropolitan Water District
(MWD) Benefits Assessment of Fish Improvement Projects. The Assessment
methodology was described and a solicitation for more information and data was made.
The assessment model indicates that current operations at RBDD have significantly
benefited winter run Chinook salmon. Steve stated that prior to implementation of the
current gate operations at RBDD, approximately 40% of the adult winter run Chinook
salmon spawned below the dam, presumably because the RBDD gates were in operation
and they were unable to get past the gates.

Buford Holt of Reclamation reported that a new Area Manager (Brian Pearson) has been
selected for the Northern California Area Office in Redding. As a result the decision on
RBDD is expected to be delayed until the new Area Manager is on board.




Central Valley Technical Recovery Team’s September 2003 Workshop

I will be contributing to a publication by the Central Valley Technical Recovery Team on
information I provided at the subject Workshop at UC Davis on restoration opportunities
on Battle Creek and Mill Creek, tributaries to the Sacramento River.

CVP Water Association Environmental Affairs Committee (EAC)

The EAC met on September 1, 2005 at the CVP Water Association offices in
Sacramento. Presentations were made on the following topics:

e South Delta Improvement Program EIS/EIR (Update) Frank Michny

e CVP Contract Renewal and CVP Operations Lawsuits (Update) ~ Frank Michny

e Battle Creek Restoration Project NEPA & CEQA Mary Marshall
e TFederal Critical Habitat Proposal Serge Birk

e Federal ESA Changes Group

e SMUD Hydro Re-licensing Dave Hansen

Future Meetings

Sep 6 CVP Water Association Board of Directors Conference Call
12-13 Trinity Adaptive Management Work Group in Weaverville
14-16 Trinity River Sediment Workshop in Weaverville
23 Water Education Foundation Tour Speaker in Redding

Oct 11 CVP Water Association Board of Directors Meeting in Sacramento




Monitoring Central Valley
Chinook Salmon and steelhead
populations workshop

Serge Birk

Central Valley Project Water
Association



Workshop Objective

* The objective of this workshop is to
develop a comprehensive salmonid
monitoring plan that reduces scientific
uncertainty and identifies performance
measures and indicators that can be used
by managers and decision makers to
evaluate effectiveness of CVPIA
restoration actions being planned ,funded
and implemented to restore Central Valley
salmonids .



Focus

* CVPIA Anadromous Fish Doubling Goals

* ESA Threatened and Endangered
species goals ( delisting)



CVPIA ACTIONS

Habitat restoration

Structural Measures

Water Acquisition Management

Operations




Potential Population Indicators

* Population Trends
* Population Sustainability
* ESA Population Viability



Challenges

* Link monitoring to goals and objectives

* Integrate existing programs, CAMP,
CMARP

* Develop monitoring framework useful to
managers , stakeholders and the public.



Existing Programs

. CAMP (b) (16)

 Assess the overall effectiveness of
actions implemented under Section 3406
(b) of the CVPIA

 Assess the effectiveness of individual
CVPIA 3406 (b) actions



August 26, 2005
Meeting Summary of the
Financial Affairs Committee

Participants

Larry Bauman — Bureau of Reclamation

Kristy Dickhaut — Westlands Water District

Lee Emrick, Colusa County Water District

Anthea Hansen — Del Puerto Water District

Mike Hagman — Friant Water Authority

Russ Harrington — CVP Water Association

Lynn Hurley — Santa Clara Valley Water District
Kathy Kitchell — City of Roseville

Eric Limas, Lower Tule River Irrigation District (by telephone)
John Pelley — Bureau of Reclamation

Donna Tegelman — Bureau of Reclamation

Jesus Reynoso — Bureau of Reclamation

Ed Roman -- SMUD

Les Ross — Bureau of Reclamation

Alan Thompson — East Bay MUD

Kathryn Thompson — Bureau of Reclamation

Jerry Toenyes —~ Northern California Power Agency

1. Opening Business

This August 26" meeting was held at Mid-Pacific Regional Office of the Bureau of Reclamation
in Sacramento. The meeting notes from the July 29 FAC meeting were approved without
change. Item 3 on the Agenda — Review of PUE Issues with Bureau of Reclamation staff — was
postponed until the September FAC meeting because Barry Mortimeyer was unable to attend this
August meeting. There were no additions to the Agenda. The next FAC meeting is scheduled to
begin at 9:30 on September 23 at the Mid-Pacific Regional Office, 2800 Cottage Way,
Sacramento. Note that the September meeting will be in the main building, and not in one of the
Cafeteria Conference Rooms.



2. 2005 FAC Issues Matrix

A. Budget Workshops — Refining Customer Participation. Russ spoke to Craig
Muehlberg, who said that the following dates have been finalized for the annual activity plan
reviews:

Mid-Pacific Regional Office October 5"
Folsom Area Office October 6
Shasta Area Office October 12
Fresno Area Office October 19"

Regarding the request for the ability to review the upcoming year’s budget plans, Russ has been
advised that the CVPWA should send Reclamation a letter to the MP Region Office (with copies
to the Area Offices and Donna Tegelman, because she is in charge of miscellaneous items and
RAX) requesting this 2006 budget review at the respective October meetings.

Regarding the pre-year budget reviews that Russ has been pursuing, Craig said that the
President’s Budget emerges from Embargo each year on the first Tuesday in February. This
gives a time frame from the emergence of the President’s budget until the start of the fiscal year
in October to conduct a review of the upcoming year’s budget. Craig said that there was the
possibility that Congress may adjust the President’s Budget, but that this is typically only a
couple of dozen items; this is a relatively small amount, given the size of the Mid-Pacific
Regional budget. For the upcoming year, most of the Congressional adjustments pertained to
CalFed.

Action Items — Russ to co-ordinate letter to appropriate Reclamation staff regarding the
implementation of a current year (FY 06) budget review to be held on the same day of the
reviews for the FY 09 activity plans that are already scheduled. Russ to also follow-up with
Craig Muehlberg regarding the ability to hold one or more “Pre-Year” meetings for FY 07,
which may be held subsequent to the release of the President’s Budget next February.

B. BOR-WORKS Water Accounting Program Development. Larry stated that the
one-year contracts for the two independent Oracle contractors that Reclamation had hired had
expired in July. He said that the Contractors had made satisfactory performance on these
contracts, but that there was still additional work for them to do. As a result, one of the
independent Oracle contractors is currently working on an interim contract from August through
October. The other Oracle contractor is currently on emergency (family) leave out of the
country, but will be back and working by the end of September. Larry said that they had
obtained a temporary fill-in for the Oracle contractor who was on leave, but they didn’t like the
quality of work from this contractor, who was discharged. The two original Oracle contractors
will be offered another long-term contract with multiple extensions for continued work as
needed. Performance for these two contractors has been satisfactory, and Reclamation staff
stated that it is difficult to find competent Oracle contractors. Reclamation staff also noted that
they have two in-house Oracle programmers in addition to the two consultants. Contractors
requested a workshop to get training on the new system. The response from Reclamation staff
was that they still aren’t ready to provide system access to the outside world.




In the annual CFO Audit (contracted to KPMG, which is a private accounting firm), the auditors
had findings relative to the system controls of BOR-WORKS. One finding dealt with the testing
of new releases. Mid-Pacific Region staff is modifying its change management process to
address this issue, which relates to “non-destructive program changes.

Regarding the entry of transfer rates into the BOR-WORKS system, the system needs to have
prior entries for each transfer before any adjustments can be made. Part of the problem with
transfer rate entries is that the Area Offices are responsible for entering adjustments into the
WORKS system, and in a number of cases the Area Offices are not doing this. Regarding the
incorrect assessments of Tiered Pricing to water deliveries of several contractors, this problem is
being addressed, but it is still occurring. Only a few Contractors have been subject to tiered-
pricing provisions, in part because Contractors are only subject to these provisions after they
have renewed their Contracts.

Regarding Monthly Water Statements and Water User Reports, some Contractors are receiving
monthly data from the WORKS system and some are not. This data should be available going
back to October 2004 for Contractors who request this information (as a few Contractors have
already done). Reclamation staff members were asked to provide output to Contractors through
the WORKS system that is in the same format as the prior reports that they received under the
old system. They responded that this isn’t possible at the current time because they need to get
the data integrity issues resolved before looking at output formats. They also said that they have
prohibited Area Offices from providing this information to Contractors, because the information
that the Area Offices have been providing to Contractors outside the WORKS system don’t
contain the same data as the WORKS system, which represents the official data record.
Contractors were informed that they may need to keep internal records to replace data which was
formerly sent to them by Area Office staff from a data source outside the WORKS system.
Reclamation staff members were asked to develop a procedure through which the MP Region
would have a monthly or even weekly recurring meeting to make sure that data is properly
entered into the WORKS system. In addition, Reclamation staff members were asked to provide
reports to Contractors in a shorter timeframe; one estimate was that Contractors don’t receive
water delivery and payment data regarding a given month for four months.

Action Items — Russ to follow-up on possibility of developing a weekly conference call between
MP Region staff and Area Office to ensure that accurate data is input into the WORKS system,
and that all necessary data is entered. Each Contractor representative should request monthly
water statements from the BOR-WORKS system dating back to October 2004, and should verify
the accuracy of this data. Russ to follow-up on the possibility of a Contractor WORKS
workshop at some point in the future.

C. Water Transfer Rate Policy Development. Larry referenced a conference call with
several FAC members (Russ, Ara, Anthea, Charlotte Dahl) regarding outstanding transfer rate
issues, including a revenue crediting methodology and the need to complete a procedures manual
for calculating transfer rates. Subsequently, Ara started a first draft of this procedures manual,
which has been distributed to Reclamation staff members and the FAC members for review and
comment.




The problem with incorrect and inconsistent interpretations of the transfer rate policy by Area
Office staff was raised again. Larry reiterated his position that once Reclamation signs a transfer
agreement, the transfer rate embedded in that agreement is final, and specifically not subject to
change to correct an inappropriately-applied transfer rate. However, Reclamation staff are still
working through this issue internally.

Regarding revenue crediting, Donna Tegelman stated that she still believes that a notification
letter to Contractors is necessary, and she has received support of this position from MP Region
management. However, she has also stated that the tasking of preparing this letter was assigned
to Larry, and that Larry has been working predominantly on the capital ratesetting revisions and
power issues. Russ volunteered to draft the revenue crediting letter, which Larry said would be
acceptable.

Action Ttems — Interested Contractor and Reclamation representatives are to provide comments
on the Procedures Manual for transfer rates which was drafted by Ara. Russ will draft the
revenue crediting notification letter on behalf of Reclamation staff.

D. Historical Advance Payment Reconciliations. Larry said that the independent
Contractor who had been working on this project has been diverted to another activity. This
individual won’t be returning to work on the Historical Advance Payment Reconciliations until
October at the earliest. Although approximately 2/3 of the total water service contracts are
completed, some of the largest contracts have yet to be started. The Friant Contractors may be
reconciled next.

E. Security Cost Reimbursability. Larry stated that the cost split between Water and
Power in the May 1% report was only an example, and was not intended to be the final cost
distribution recommendation. In this report, the cost allocation was divided 50% to Power and
50% to Water. While the water cost allocation was subdivided among the project purposes, the
power cost allocation was allocated 100% directly to Power Contractors. This has prompted a
number of complaints from Power Contractors, and as a result Reclamation has been holding
internal discussions on an appropriate allocation methodology for these costs.

Reclamation staff were asked why it was appropriate for Water and Power contractors to pay to
protect part of the national infrastructure. The comment was made that the purpose of a terrorist
attack would be to inflict casualties, not to disrupt water and power. The comment was made
that of the Shasta security costs, 20% was allocated to Keswick; Jerry Toenyes asked whether
this was an excessive allocation.

Larry said that his most recent instructions are that the 2005 Security costs are completely non-
reimbursable. He also added that the non-reimbursability provision by the Senate, which is in
effect at least until another report is completed in 2007, is still in effect to the best of his
knowledge. However, he added that if he is so instructed, a reimbursability adjustment could be
made such that the costs are never included in the rates, but are simply dropped into the final
accountings for cost recovery. Larry said that he would keep Russ informed regarding any




developments pertaining to Security Cost reimbursability. Larry said that Reclamation staff has
some idea of how these costs might be allocated, but that no final determination has been made.

Action Item — Larry to inform Russ of any potential or impending changes in reimbursability
status.

3. Review of PUE Issues. Discussion of this agenda item was postponed until the September
FAC meeting, when Barry Mortimeyer from the Reclamation Operations office would be
available to provide more information.

4. CVPIA / AFRP Status Update.

Contractors asked about the annual year-over-year increase in the inflation rate by 3.9%, when
prevailing CPI data sources indicated that inflation for the current year was between 2.5% and
3.0%. Reclamation staff asked FAC representatives to provide the sources of their CPI data,
which the respective Contractors agreed to do. Reclamation staff stated that their CPI data was
obtained from the Office of Management and Budget (OMB) CPI calculations. Les Ross said
that the inflation rate includes actual data through 2005, but also includes a guesstimate for 2006
data. The reason that this guesstimate is necessary is that Restoration Fund budget data must be
derived from the Restoration Fund rate, which is in turn derived from this CPI forecast. Part of
the reason that the increase is 3.9% this year is that the guesstimate for last year was too low, and
part of this year’s increase is intended to recover the deficiency in last year’s estimate. FAC
members also noted that CVPIA does not specify a specific inflation index, and the question was
raised of the accuracy of the OMB data which Reclamation has been using since CVPIA
inception. Less Ross noted that the annual Restoration Fund inflation rate is based on an
October-to-October point estimate, and is reported to Congress each year. He added that a mid-
year adjustment is not feasible due to the impacts that the rate change would have on the
budgeting processes. Katherine Thompson asked whether the OMB directs the use of the CPI-
Urban for determining the annual Restoration Fund increase.

Action Items — Russ to provide Katherine Thompson with the CPI data sources which have been
referenced by FAC members in their comparisons to the inflation rate of the Restoration Fund.
Reclamation staff to determine whether the Restoration Fund inflation rate must be based on the
CPI-Urban data provided by the OMB

Regarding Restoration Fund payment crediting data, Les Ross made the comment that he only
sends Restoration Fund payment crediting data for individual Contractors to those Contractors
who specifically request this data. The only Contractor representative who has actively
requested this data in the past is Anthea, who said that she has found some discrepancies in the
past. One mistake that she has found is that some Restoration Fund payments have been mis-
applied against another Contractor payment obligation. The comment was made that at least
some of the data discrepancies in the Historical Advance Payment Reconciliations may be due to
these mis-allocations of Restoration Fund payments. The comment was made that any mis-
applied Restoration Fund payments would impact the Restoration Fund rate calculation for both
Water and Power Contractors.




Action Items — Les Ross to provide Mike Hagman with the Friant Restoration Fund payment
data from 2003 forward. Interested Contractors should request Restoration Fund crediting data
from Les Ross to reconcile against their internal records.

Reclamation staff was also asked whether the CVPIA expenditures for 2004 were now available.
Each year, Reclamation staff prepares an offsets report, which lists CVPIA expenditures by
activity. This report also segregates the funding sources for these expenditures among the
Restoration Fund, Federal Energy and Water Appropriations, and State of California funding
sources. Katherine Thompson said that this document was still under internal review, but that it
should be available for distribution soon.

3. Technical Service Center Costs. Mike Hagman reported that this report has been submitted,
and that there have been no new developments since the last FAC meeting.

6. Folsom Dam Costs. This topic has been the subject of extensive discussion over the last few
weeks. At the Congressional level, Congressman Doolittle has presented language to a House
Conference Committee that may mandate a 52% allocation to Flood Control and a 48%
allocation to Safety of Dams all Folsom Dam Modifications listed in a 2002 report cited by the
legislation. Russ has been in contact with the Corps of Engineers (Corps) and the Sacramento
Area Flood Control Agency (SAFCA) regarding this project and the reimbursability issue, as
well as with Reclamation staff at the Folsom Area Office. Note that Reclamation staff members
have taken the position that none of the Folsom Dam Modifications costs should be reimbursable
to Contractors, and have provided supporting information to Contractors to justify non-
reimbursability. Reclamation staff members have indicated that they support non-
reimbursability for these projects from the Commissioner’s level down.

At this time, most of the Folsom Dam Modifications projects are on hold because bids from
private Contractors to complete the work have been significantly higher than the Corps
authorized budgets. As a result, the Corps has gone back to the drawing board for most projects,
which will require as long as 18 months to review. The one Folsom Dam Modifications project
that is proceeding on the fast track is the Folsom Bridge. Russ expects continue to engage
extensively on this issue as new developments occur.

Action Items — Russ to prepare a letter to the Corps of Engineers regarding Folsom Dam
Modifications and involvement of CVP Contractors in decision-making process. Russ also to
prepare White Paper to brief Contractor representatives on current status of Folsom Dam
Modifications. Russ to meet with Deputy Folsom Area Office Manager Rick Johnson to obtain
briefing on 2002 report that is referenced in Congressman Doolittle’s proposed legislative
language.

7. Klamath Water Purchase — Funding Sources & Reimbursability. Per a request from the
last FAC meeting, Jesus provided the cost code for the Klamath Water Purchase, which is 0416-
6000. Note that this a Trinity cost code number. Jesus said that it was linked to a non-
reimbursable cost center, which is based on non-reimbursable Trinity Fish and Wildlife
legislation.




Power Contractors stated that the lost power impact was $1.4 million, and asked that Water
Users discourage Reclamation from making these purchases in the future. Power Contractors
also asked whether they should be made whole from their increased cost due to this foregone
power. Water Contractors responded that this was mandated by Reclamation as opposed to
Contractors, and that Water Contractors were given very little notice that this would occur. Jerry
Toenyes made the statement that although this water has already been purchased, it still hasn’t
been released.

Donna Tegelman suggested that both Water and Power Contractors should meet with Kirk
Rodgers and front office staff in an effort to resolve this issue.

8. Capital / Deficit Rate Development. Larry announced that a meeting with the MP Region
front office has occurred, and a decision has been made regarding a new methodology. The
results of this meeting will be provided at the end of September. Larry said that a notification
letter regarding the change will be sent to Contractors, and that Contractors will be allowed an
opportunity to provide comments. This notification letter will be sent prior to the completion of
the 2006 draft water rates, and will include Reclamation’s rationale for implementing the change.
These draft water rates, which will be published by no later than September 30", will include
capital rates that are calculated using the new methodology. Larry stated that Contractors will
have the opportunity to comment on the new capital rates as part of the annual comment period
on draft water rates, because this will allow Contractors to comment after they’ve seen the
effects of the new methodology.

Action Item — Reclamation staff to provide Contractors with notification letter regarding change
in capital rate methodology during the month of September.

The mechanism for adjusting the capital rates will be an adjustment to the delivery projections
through 2030, which are utilized in deriving each Contractor’s capital rate. The new
methodology for prorating capital among Contractors will be based on delivery projections per
Reclamation’s Operations and Criteria Plan (OCAP), which provides average water delivery
projections for each region. Larry added that the OCAP may be replaced in the future with a
new hydrology study if that study provides updated information. Larry confirmed that the
denominator of the capital rate equation will be based on the Cumulative average from 1994
through the current year for which data is available, to reflect water delivery projections in the
post-CVPIA operating environment. One thing that Larry did note is that Reclamation will be
making unspecified adjustments to the OCAP data; Russ asked Larry to provide specific details
regarding these adjustments as well as the pre-adjustment and post-adjustment OCAP data.

Action Item — Larry to provide Russ with detailed list of all deviations from OCAP data that are
proposed for incorporation into the capital rate methodology.

Regarding outstanding M&I deficits remaining after the negotiated M&I Settlement,
Reclamation staff noted that Contractors have a one-time opportunity to repay their outstanding
M&I O&M Deficit balances. The deadline for this repayment, per notification letter that has
alredy been sent by Reclamation, is September 15, After this time, the Capital Interest Deficit
and O&M Deficits for all M&I Contractors will be melded into a single rate, and it will be




impossible to segregate a higher-interest portion of the deficit against which to apply deficit
payments. This blending of the capital and O&M M&I deficit balances and interest rates is a
provision of the M&I settlement.

Action Item — Contractors who want to retire their higher-rate O&M deficit balances need to
have payment received by Reclamation by Thursday, September 15"




