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Dear Ms. Marr:

Contra Costa Water District (CCWD) appreciates the opportunity to comment on the proposed
Water Storage Investment Program Quantification Regulations. CCWD commends the California
Water Commission and staff for developing the draft regulations in a transparent manner and their
commitment to stakeholder engagement. CCWD offers to the following suggestions to the proposed
regulations to ensure the Water Storage Investment Program is successful and bond funds are
invested in public benefits associated with water storage projects that improve the operation of the
state water system, are cost effective, and provide a net improvement in ecosystem and water quality
conditions in accordance with the Proposition 1 legislation.

Maximize Return on Investment

The regulations should provide the Commission the opportunity to maximize the return on
investment whenever possible. The regulations should not arbitrarily limit the opportunity to fund
costs that are eligible for reimbursement under the legislation as it could undermine the viability of
qualified storage projects and reduce the return on investment.

The regulations should include provisions to fund the completion of environmental documentation
consistent with the legislation. Section 79755(c) of the legislation states,

“Notwithstanding subdivision (a), funds may be made available under this chapter for the
completion of environmental documentation and permitting of a project.”

Providing funding for environmental documentation will lower the overall project cost by reducing
the amount of project cost and the duration that project costs must be financed. Lowering the overall
project cost will increase the return on investment for all parties investing in the project.

Similarly, the definition of capital costs in the regulations should be expanded to include the full
suite of capital costs that an applicant will incur. The current definition does not include essential
capital costs such as project management, permitting, and financing. These types of costs are not
included in the current definition yet all project applicants will incur these costs. The definition of
capital costs should be broad enough to capture the full range of costs required to produce the
intended public benefits. Arbitrarily limiting the types of capital costs eligible for reimbursement
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could undermine the financial viability of projects and limit the public benefits provided. The
regulations should provide the opportunity to fund costs that are eligible for reimbursement under
the legislation to ensure the public benefits and the return on investment are maximized.

Consistency with CEQA and NEPA

To the extent possible, a project’s ‘net” improvements should be calculated using assumptions that
are consistent with an applicant’s CEQA and/or NEPA documents. Section 6002 (c)(7)(B) of the
draft regulations indicates that prior to making an initial funding decision, the Commission shall
determine that that the proposed project provides a ‘net’ improvement in ecosystem and water
quality conditions. ‘Net” improvements are defined as the gain or enhancement of a resource
condition determined by comparing the with- and without-project future conditions less any negative
outcomes of a proposed project.

A project’s gains or enhancements should be calculated using the same assumptions as used to
calculate the impacts so there is an ‘apples to apples’ comparison when calculating a ‘net’
improvement. The CEQA and NEPA documents will provide the basis for assessing project impacts
and therefore should also be the basis for determining project improvements. By requiring
consistency with an applicant’s CEQA and NEPA analyses, quantification of ‘net” improvements
will be more meaningful and defensible than the current approach in the draft regulations.

Resiliency of Public Benefits Given Future Uncertainty

CCWD supports a robust evaluation of projects and associated public benefits glven future
uncertainties such as climate change. The current approach in the draft regulations is problematic as
it narrowly defines a certain and specific climatic future, does not allow for an appropriate
discussion of potential adaptation measures project proponents could employ given future
uncertainty, and potentially undermines use of the ‘best available science’ in the future.

Section 6004(a)(1)(C) of the regulations defines one specific climate change scenario that all
applicants must use to evaluate the public benefits of their project. Using one future climate
scenario defeats the purpose of evaluating uncertainty and gives undue importance to the specific
scenario selected. Evaluating a range of potential climate change conditions is a more scientifically
defensible approach and consistent with the latest technical guidance from the Department of Water
Resources.!

The current regulations also precludes meaningful discussion about realistic ways individual
projects, as well as California as a whole, may adapt to future uncertainties. Some of the changes to
precipitation, temperature and sea level rise defined in the regulations could result in large scale and
wide spread adaptation across multiple sectors of California, including changes in the ecological and
regulatory landscape. When considering how a specific project and public benefits may change with
a changing climate, it is important to consider those changes in the appropriate social, ecological and
regulatory context.

Perspectives and Guidance for Climate Change Analysis. August 2015. California Department of Water Resources,
Climate Change Technical Advisory Group



California Water Commission
March 14, 2016
Page 3

For example. if sea level rises by 60 centimeter as described in Section 6004(8)(A)(1) of the
regulation, it is likely that the Delta will become saltier. This would affect the ecosystem in the Delta
(i.e. change species present and change ecosystem functions) and it would affect the operation of the
Central Valley and State Water Projects because they are currently required by law to maintain
specific salinity conditions in the Delta to protect environmental, municipal, agricultural and
industrial users®. While it is known that the ecosystem and water operations state-wide must adapt to
sea level rise, it is unknown how they will change. The regulations put potential applicants in a
difficult position by requiring them to quantify changes in their project benefits for a given level of
climate change absent knowledge of how the Delta ecosystem and state-wide water operations may
adapt. The regulations should provide the opportunity to discuss potential adaptation strategies
external to a project so changes in public benefits and potential adaptation strategies of a particular
project are understood in the appropriate context.

Furthermore, from a practical perspective the current regulations should not contain a specific
climate change scenario that is considered the best available in the year 2015 because climate change
science is evolving independent of the Commission’s timeline and process. If a second round of
solicitation is desired in the future for any number of reasons (projects selected in the initial
solicitation fail to advance, initial requests for funding are below what was expected, desired
diversity of projects not represented, etc.) the 2015 climate change scenario will be out of date.
Requiring use of the ‘best available science” will help ensure that the regulations will remain
relevant and will not constrain the options available to the Commission in the future.

The approach suggested in the attachment would enable the Commission to consider how public
benefits may change in the future and provide a starting point for discussions with stakeholders and

project proponents about adaptive management of public benefits in the future.

Suggested redline edits to the draft regulations are attached. Your consideration of our comments is
greatly appreciated. If you would like to discuss our comments or have any questions, please do not
hesitate to call me at (925) 688-8018 or Maureen Martin at (925) 688-8323.

Sincerely,

Marguerite Patil
Special Assistant to the General Manager

MP/MM:wec
Attachment

ce: Paula Landis, Executive Officer
Members of the California Water Commission

2 State Water Resources Control Board Decision 1641
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Suggested Edits for the Water Storage Investment Program Quantification Regulations
Submitted January 11, 2016

“Capital costs” means the costs of construction or acquisition of a tangible physical property with an
expected useful life of 15 years or more. Capital costs include the following items:
(A) Major maintenance, reconstruction, or demolition for purposes of reconstruction of
facilities, reoperation, or retrofitting.
(B) Equipment with an expected useful life of two years or more
(C) Costs incidentally but directly related to construction or acquisition, including, but not
limited to, project management, planning, engineering, construction management,
architectural, and other design work, environmental impact reports and assessments, required
environmental mitigation or compliance obligation expenses, permitting, regulatory agency
fees, appraisals, legal expenses, site-land fee purchases, acquisitions of,-and-necessary
easements, endowments for long term enhancement, financing costs including interest during
construction.

Section 6003. Funding Commitments
(d) Funding for Permits and Environmental Documentation. Notwithstanding subsection (b), the
Commission may provide funding for a project to obtain the necessary permits and complete
environmental documentation when the conditional funding commitment is made. Funding for permits
and environmental documentation shall be subject to the following conditions:
(1) Funds will not be disbursed until the applicant enters into a funding agreement with the
Commission and has met all disbursement conditions;
(2) Funding for permits and environmental documentation is included in the conditional funding
commitment; and
(3) Funding ferpermitsadvanced under this provision shall not exceed 10 percent of the
conditional funding commitment.

Section 6004. Requirements for the Quantification of Benefits

(a) The applicant shall quantify the magnitude of public and non-public benefits that would be provided
by the proposed project. The applicant shall indicate whether a benefit is public or non-public to provide
an accurate cost allocation to determine allowable Program funding. The magnitude of benefits shall be
calculated using the physical, chemical, or biological change in each benefit resource condition that is
created by or caused by the proposed project, less any negative impacts created or caused by the
proposed project. To comply with this section, the methods used by the applicant to quantify the
benefits shall use the best available science and include the following characteristics:

(1) Define the Without-Project Future Conditions. The applicant shall define the without-project future
conditions for surface water and groundwater operations and physical, chemical, biological, economic,
and other resource conditions as needed to quantify the potential benefits and costs of the proposed
project. The without-project future conditions shall include the infrastructure, population, land use,
water use, water operations, laws, regulations, future-climate and sea level conditions, and other
characteristics relevant to the project that are assumed at a particular year in the planning horizon,
consistent with the No Action and/or No Project alternative of the project’s environmental documents.
The without-project future conditions shall be developed using best available information on existing
conditions and projections of reasonably foreseeable future conditions. Reasonably foreseeable
conditions that require actions of others or that are structural in nature must be defined sufficiently and
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documented in feasibility study or environmental documentation in order to be included in the without-
project future conditions.

(B) The applicant’s analysis of without-project future conditions shall include any watershed(s)
or regions(s) that affect or are affected by the proposed project. If the project affects State
Water Project or Central Valley Project operations or both, the analysis must include the
watersheds where the affected State Water Project or Central Valley Project facilities, as
applicable, are located.

Article 3. Quantification and Management of Benefits

Section 6004. Requirements for the Quantification of Benefits

(4) Monetize the Value of Project Benefits.

(I) In order to calculate the present value of the benefits for a project, the economic analysis requires
dollar benefits for every year of the planning horizon. If the physical benefits calculated according to
Section 6004 (3) cover a period that differs from the planning horizon, describe why and provide the
calculations and assumptions used. Fhe-climate-change-and-sealevelconditionsforthe-without-project

(8) Resiliency of Public Benefits Seurees-efGiven Future Uncertainty.

The applicant shall conduct sensitivity-resiliency analyses to describe how the expected-physicat-changes
and-public benefits that-weuld-be-provided by the proposed project might change due to potential

uncertainties not included in the without-project future conditions and the with-project future
conditions described in Section 6004(a)(1)-(2).

(A) Sensitivity-Resiliency analyses, with the best available science, shall include:
1. Climate change and sea level rise.

a. Quantification of changes in public benefits under a range of Quantitativeanalysis-that
inclades projected changes in precipitation, temperature, and sea level that represent the-“high
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miel-eentepym the year 2050 Cllmate change scenarios used to evaluate the resiliency of public
benefits should be consistent with the best science available and technical guidance provided by

the Commissmn and the Department -(-eha#aetemed—by—elmaate—eendmens—daacmg—theég—yeaps

b. Discussion and-supperting-guantitative-orgualitative-analysiste-diselese-of how potential

future changes in the environment such as extreme changes in precipitation, temperature, sea
level rise, biological communities habitat conditions, and water qualitv, p#eei-pit-at-ien;
#Fem—the—pi:e,teet—mlght Feduee-affect the publlc beneflts clalmed Descrlbe hanei—how—if—iceelueeel—
operationsof -the propesed-project could be adapted to sustain public benefits under extreme
changes in the environment. Petentrai—ehanges—sheuiﬁep#esent—elmrate—ehanges—at—the

2. Future projects and water management actions:
a. Qualitative or quantitative analysis using future projects and water management actions

included-in-the-applicant's-CEQA-cumulative-impactanalysis-that could affect the public benefits

claimed.



