THE LAW OFFICES OF

YW Young Wooldridge

A Limited Liability Partnership « Est, 1939

Alan F. Doud, Partner
March 9, 2021

Michael Jackson, P.E.

United States Bureau of Reclamation
South-Central California Area Office
1243 *“N” Street

Fresno, CA 93721

RE: Contract No. 14-06-200-922-LTR1-P, Between the United States and

Del Puerto Water District —~ Judgment Validating and Confirming
Repayment Contract

Dear Mr. Jackson:

This correspondence is sent on behalf of Del Puerto Water District (“the District™)
concerning that certain repayment contract entitled as follows: “Contract Between the
United States of America and Del Puerto Water District Providing for the Project Water

Service from Delta Division and Facilities Repayment,” Contract No. 14-06-200-922-
LTRI1-P (“Contract™). '

On February 5, 2021, Judge John Freeland of the Superior Court for the County of
Stanislaus entered a Judgment in Case No. CV-20-004911 confirming and validating the
Contract, as well as confirming and validating all related actions and proceedings leading
up to including, but not limited to, the authorization of the execution and approval of the
Contract. A true and correct copy of the court-endorsed Judgment Validating and
Confirming Contract and Proceedings is attached hereto. Aside from Plaintiff, Del Puerto

Water District, no other party(ies) appeared in this matter and/or filed an answer, objection,
or responsive pleading to the action.

Therefore, the District has satisfied its contractual responsibilities under the

Contract for purposes of validating and confirming the Contract. Please contact me at
(661) 327-9661 with any questions or concerns.

Very truly yours,

Alan F. Doud
Enc.: Judgment - Stanislaus County Superior Court, Case No. CV-20-004911

CC: Del Puerto Water District

207390.000



Blane



LB~ - B - N I 7 T

[ — ad et [UPRR Wy ok,
~3 ; N B W b e D

oy

A LIMFTEDR LIABILITY PARTNERSHI® FRCLUDING PROFESSIONAL CORPORXTIONS
e o]

Young Wooldridge, LLP

o
L -

The Law Offices Of
b St [—J

W

SCOTT K. KUNEY, SBN 111115

ALAN F. DOUD, SBN 246969

BRETT A. STRQUD SBN 301777

THE LAW OFFICES OF YOUNG WOOLDRIDGE, LLP
1800 30™ Street, Fourth Floor

Bakersfield, CA 93301

Telephone: (661) 327-9661

Facsimile: (661)327-0720

Attorneys for Plaintiff,
DEL PUERTQO WATER DISTRICT

Electronically Filed

3/8/2021 12:06 PM
Superior Court of California
‘County of Stanislaus

Clerk of the Court

By: Angela Morales, Deputy

EXEMPT FROM FILING FEE [GOV. CODE § 6103/

SUPERIOR COQURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF STANISLAUS

DEL PUERTO WATER DISTRICT,
Plaintiff,
wife

ALL PERSONS INTERESTED IN THE
MATTER OF THE VALIDITY OF THAT
CERTAIN CONTRACT, ENTITLED
“CONTRACT BETWEEN THE UNITED
STATES OF AMERICA AND DEL PUERTO
WATER DISTRICT PROVIDING FOR
PROJECT WATER SERVICE FROM
DELTA DIVISION AND FACILITIES
REPAYMENT, CONTRACT NO. 14-06-200-
922-LTRI-P, OR IN THE PROCEEDINGS
LEADING UP TO, AND INCLUDING, THE
AUTHORIZATION OF THE EXECUTION
AND THE APPROVAL OF SAID
CONTRACT,

Defendants,
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Case No. CV-20-004911

{PROPOSED]
JUDGMENT VALIDATING AND

CONFIRMING CONTRACT AND
PROCEEDINGS

[Water Code §22670 ; Code Civ. Proc.
§§585(d), 860 et seq)]

Judge: Honorable John D. Freeland

Upon reading and considering the unopposed Ex Parte Application for Judgment
‘requesting the validation and confinnation of Plaintiff DEL, PUERTO WATER DISTRICT's
(“the DISTRICT”) certain contract entitled “CONTRACT BETWEEN THE UNITED
STATES AND DEL PUERTO WATER DISTRICT PROVIDING FOR PROJECT WATER
SERVICE FROM DELTA DIVISION AND FACILITIES REPAYMENT Contract No. 14-06-
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200-922-LTRIP (hereinafter referred to as the “Contract™), and related proceedings, and the
evidence presented in support thereof, and being fully advised, it satisfactorily appearing to the
Court:

IT IS HEREBY ORDERED, ADJUDGED AN} DECREED THAT:

The proceedings leading up to, and including, the authorization of the execution and
approval of the Contract by the DISTRICT’s Board of Directors, are hereby validated and
confirmed, and each and every provision of the Contract is hereby approved, confirmed and

declared lawful, valid and binding upon the respective parties thereto.

Dated: 2/5/2021

() Foedllp L))

JUBGE OF THE SUPERIOR COURT
John Freeland
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Summary of FY ‘17 & FY '18 NVRRWP Title XVI Awards as of 03/02/21.:

Original Appropriations:

FY’'17 $4,337,500
FY ‘18 $4,184,192
$8,521,692

Net Paid to District:

FY'17 $4,222,549
FY ‘18 $4,059,192
$8,281,741

Admin Withheld:

FY’17 $114,951

FY ‘18 $125,000
$239,951

BOR Admin Expended:
FY ’'18-20 $118,790
FY’'21todate S 22,862
FY'21toclose $ 6,203
$147,855
Planned Payout to District:

$ 92,096
$239,951
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Foreword

The final Central Valley Project (CVP) water rates for contract year (CY) 2021 and the final CVP
annual contractor accountings for fiscal year (FY) 2019 have been posted to the Bureau of
Reclamation website.

The final water rates and final annual contractor accountings for the years 2004 through 2021 can be
found at htps:/ /www.usbr.gov/mp/evpwaterrates/ rarebooks /index.html.

If you have any questions or need additional information, please contact Jesus Reynoso at
916-978-5362 or by e-mail at jreynoso@usbr.gov.

Ability to Pay Studies

Certain Sacramento River settdement contractors have Ability-to-Pay (ATP) relief that expired on
March 30, 2019, and a new study has not been completed. In the interim, the water rates for these
contractors are based on the results of the expired study as presented in Schedule A-1. Once a new
ATP study is completed, any changes to the Sacramento River Settlement Water contractor’s water
rates and CVPIA Restoration Fund charges will be communicated to affected contractors and
incorporated into water rates; however, the results of the forthcoming ATP study will be applied
over the entire period of analysis (April 1, 2019 to March 30, 2024).

In addition, Sutter MWC, Natomas Central MWC and Pelger MWC have ATP relief that expire on
March 31, 2021. Unl a new study is completed, the water rates for these contractors are based on
the results of the previous study as presented in Schedule A-1. Once a new ATP study is completed,
any changes to Sutter MWC, Natomas Central MWC, and Pelger MWC’s water rates and CVPIA
Restoration Fund charges will be communicated to affected contractors and incorporated into
water rates; however, the results of the forthcoming ATP study will be applied over the entire period
of analysis (April 1, 2021 to March 30, 2026).

Many CVP water contractors are utilizing provisions of WIIN 4006 to convert their water service
contracts to repayment contracts and prepay their outstanding construction obligations. When the
contracts are signed, the contractor makes an agreement to execute the contract with the
understanding that the construction will be paid under a 9d contract and as such there will not be
applicable rates for construction and there would be no associated ATP relief for the intended
repayment per PEC TRMR-122.
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CVP Final Cost Allocation - Implementation

The Final CVP Cost Allocation (FCA) was completed in January 2020 and has been incorporated in
the plant-in-setvice and O&M cost allocations that are used in the water ratesetting process. The
FCA is based on both historic and cutrent operations of the CVP using a two-period two cost
allocation methodology, and the resulting cost allocation factors are used to allocate the construction
costs of CVP facilities and also incorpotated in the allocation of projected OM&R costs. As this is
the first year of implementing the FCA into CVP water rates, there are instances of substantial shifts
in costs relative to previous years, which wete based on the interim cost allocation updated most
recently in 1975. However, in addition to the FCA, there are other factors that affect the allocation
of costs across project beneficiaries year over year, primatily new costs that have been incurred in
the CVP {and their associated purpose} and shifts in project operations (i.e., water deliveries and
hydropower generation) that are used to true-up the cost allocation over time. As a result, it is
difficult to isolate the role of the FCA on water rates, but sote general observations can be made.

The effect of the FCA on CVP water rates can be viewed across cost pools and the distribution of
watet supply costs between irrigation and M&I water users. For construction costs, the effect on
cost pools is dtiven by changes in facility-level cost allocations, where the cost of each facility is first
allocated among the authorized purposes of the CVP, including water supply, which in turn is sub-
allocated based on use of the water and assigned to a particular cost pool depending on the
characteristics of each facility. Similarly, O&M costs are allocated individually and assigned to an
applicable cost pool.

For the construction component of 2021 water rates (which is based on the FY-19 plant-in-service
allocation), the following costs pools realized a decrease in water costs: Storage, Conveyance, and
Conveyance Pumping, as well as Project Use Energy costs. Conversely, water costs in the Other cost
pool increased. Costs were stable in the Direct Pumping and San Luis Drain cost pools, which are
unaffected by the FCA. The cumulative effect is a decline of $40.9 million in construction costs
allocated to water usets in the CVP. However, when evaluated from the perspective of project
beneficiaties, irtigation water users experienced a decline in allocated costs, while M&I usets realized
an increase in costs. This disparity among water users is attributed to relatively higher water
deliveries to M&! contractors compared to irrigation contractors under current and prospective
operations of the CVP.

The allocation of projected O&M costs follows similar patterns across cost pools and water usets,
although it is less dependent on the FCA because many O&M costs are allocated based on
Reclamation policy and applicable laws and legislation. Overall, allocated O&M costs increased for
both ittigation and M&I watet users, primarily due to the increase in total O&M costs in the CVP.
'The relative increase is higher for M&!I users (compared to irtigation users) similar to construction
costs.

The CVP Cost Allocation Study Cost have been included annually in the Water Marketing cost
component. The following table includes the total amount of which a share is recovered through
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the Water Marketing O&DM. Since the study is consideted complete, there will not be an estimate

for the 2021 Water Rates,

Difference
Fiscal Year Estimated Cost Actual Cost (Over)/Under
2010 $750,886 $433,553 $317,333
2011 $700,000 $665,700 $34,300
2012 $700,000 $390,000 $310,000
2013 $740,091 $487,197 $252,894
2014 $2,120,635 $848,450 $1,272,185
2015 $1,797.383 $1,031,142 $766,241
2016 $1,416,525 $1,005,766 $410,759
2017 $1,000,000 $1,325,757 $(325,757)
2018 $1,000,000 $751,676 $248,323
2019 $1,000,000 $420,426 $579,574
2020 $ 500,000 TBD TBD
2021 $ 0 TBD TBD

CVP Cost Recovery Improvement
Based on the results of a 2013 audit conducted by the Office of the Inspector General, a

recommendation was made for Reclamation to improve the current rate setting practices to better
recover CVP construction costs on an annual basis. Reclamation continues to work collaboratively
with stakeholders to develop a revised process for projecting future water deliveties that serve as the

basis for estimating water rates.

The process to estimate deliveries for setting O&M water rates has been improved from the otiginal

process included for the 2016 Water Rates. The new process provides more flexibility in the

determination of the deliveries for setting O&M water rates. A decision document is to be updated

and included in the water contractor notices section of the Reclamation website at
hetp:/ /www.usbt.gov/mp/cvpwatetrates/wtr_ctr_notices/. Provided is the imptoved process:

O&M

1. Consider using the 7-year average of historical water deliveries as the basis for projecting

future deliveries for calculating the Irrigation and M&I operation and maintenance (O&M)

component of the water rate.

a. Depending on whether or not reservoir levels are below normal, the 7-year average

of water deliveries could be further reduced based on specific criteria.

2. Consult with Central Valley Operations Office to sce if this average is approptiate for the

calculation of the

3. If CVO recommends consideting an alternative to the 7-year average due to their estimate

water rates.

being considerably different, consider using an alternative approach.

In consultation with our Central Valley Operations Office, the interpretation is that it is approptiate

for M&I and irrigation estimated deliveties to use a 7-year average for 2021.

0z9*3




Construction

Using a 7-year average of historical water deliveries as the basis for projecting future deliveries for
calculating the Trrigation and M&I construction component of the water rate. There is no further
reduction to deliveries based on lowet than normal reservoir levels.

Exception: Ifa contractor has taken water 3 times ot less in a 7— year petiod, Reclamation
will use the higher of the 7-yeat average ot 14% of the contractor’s contract entitlement.

Extraordinary Operation and Maintenance (XO&M) Cost

CVP XO&M costs are included in the current year CVP water rates along with annual O&M costs.
While Public Law 111-11 (enacted March 30, 2009) provides Reclamation the authority to offer
extended repayment of XO&M costs through the use of repayment contracts; the Mid-Pacific
Region is still in the process of drafiing a basis of negotiation to seek approval from the
Commissioner to allow for the extended repayment of XO&M cost through the use of existing
water service contracts. Reclamation and stakeholders are working collaboratively to develop a
process for the extended repayment of XO&M costs through the water rate process. The following
tables show the estimated and actual XO&M costs for the period 2009 through 2021 for both
Itrigation and M&I. These are cost that specifically have been identified to be recoveted as O&M.

There will be a further review of our Financial Statement to determine if there is a repayment
adjustment for Plant in Setvice cost that have historically been included as capitalized cost and
recovered as part of the Plant but need to be considered for cost recovery as O&M. This review is
planned for the fiscal year 2021 and 2022 years (fiscal year is October through September). As this
process proceeds, it will be discussed with the Financial Affairs Commitiee and further informed to
water users through the Financial Management Division California Great Basin, Bureau of
Reclamation WEB site.

Irrigation Extraordinary Operations and Maintenance Costs (XO&M)

Fiscal Year Estimated Cost Actual Cost Variance
2009 - $4,192,153 $(4,192,153)
2010 - $3,451,716 $(3,451,716)
2011 - $3,385,405 $(3,385,405)
2012 $2,016,701 $3,466,279 $(1,449,578)
2013 $2,166,051 $2,088,288 $77.763
2014 $2,208,368 $3,336,697 $(1,128,329)
2015 $2,862,681 $2,610,238 $252,443
2016 $3,515,700 $4,857,366 $(1,341,666)
2017 $5,516,875 $1,238,095 $4,278,780
2018 $6,236,549 $196,538 $6,040,011
2019 $6,118,000 $7,745,741 $(1,627,741)
2020 $8,432,204 TBD TBD

2021 $8,216,208 TBD TBD
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Ma&I Extraordinary Operations and Maintenance Costs (XO&M)

Fiscal Year Estimated Cost Actual Cost Variance
2009 - $510,567 $(510,567)
2010 - $495,409 $(495,409)
2011 - $391,926 $(391,926)
2012 $253,151 $518,316 $(265,165)
2013 $317,704 $361,150 $(43,446)
2014 $327,031 $623,990 $(296,959)
2015 $417,859 $418,594 $(735)
2016 $1,705,800 $923,456 $782,344
2017 $2,136,706 $169,622 $1,967,085
2018 $890,154 $85,023 $£805,131
2019 $795,720 £4,084,412 $(3,288,692)
2020 $1,236,940 TBD TBD

2021 $4,370,769 TBD TBD

Interest during Construction & Interests on Investment Adjustment

Per FIN 07-21, when construction of the project is detetmined to be substantially complete, a Final Cost
Allocation (FCA) is required. The Central Valley Project FCA study was completed and finalized in
Januaty 2020, hence per FIN 07-21, requires Reclamation to adjust Interest during Construction (IDC)
on CVP facilities. Once IDC is adjusted, we will recalculate Interest on Investment (IOI) as required pet
FIN 06-32. Reclamation is currently wotking intetnally on these topics and as we have more
information to share, we will communicate with stakeholdets.

Federal Investments

Provided is the CVP Construction Allocation by Function and the Repayment through
September 30, 2019, identifiable to Irrigation and M&I. These cost take into account the
implementation of the Final Cost Allocation Study.




Construction Cost Allocation by Function thru FY 2019 (excludes DMC Intertie)

Function Allocation Repayment |Unpaid % Repaid
Water Service
Irrigation $1,126,674,307 $818,259,733*  |$308,414,569 72.63%
M&l $148,654,230 $124,836,395 $23,817,835 83.98%
Other Purposes
Commercial Power [$906,336,013
Federal Taxpayer |$1,164,662,068
State of California |$255,989,917
Local Entities $261,400

$3,602,577,935

*Ability to pay relief is included as repayment in the amount of $64,620,853.

Based on the new method to determine the estimated deliveries (see Cost Recovery Improvement
section), Reclamation anticipates improved construction repayment starting with the 2016 Water
Year. In otder for imptoved recovery, the estimated deliveries for setting O&M and construction

rates have to be lower than or equal to the actual deliveries. Included is a summary of the Fiscal Year

2016 deliveties forward for irrigation and the summary of irrigation construction repayment by year.

Projected Irrigation

Actual IRR Deliveries |Deliveries in Acre- |Difference
Year in Acre-Feet Feet {Over)/Under
o&M
2016 1,087,556 1,549,749 (462,193)
2017 2,295,294 2,574,135 (278,841)
2018 2,543,787 1,820,756 623,031
2019 2,861,259 1,713,135 1,148,124
2020 TBD 1,928,932 TBD
2021 TBD 1,616,424
Construction
2016 1,087,556 1,949,621 (862,065)
2017 2,295,294 1,545,547 749,747
2018 2,543,787 1,607,776 936,011
2019 2,861,259 1,552,257 1,309,002
2020 TBD 1,529,480 TBD
2021 TBD 1616,424
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Projected Annual

Actual IRR Average

Construction Construction Difference
Year Recovery Recovery (Over)/Under
2003 $17,053,906 $37,051,890 $(19,997,984)
2004 $21,751,380 $37,404,088 $(15,652,708)
2005 $18,070,693 $38,527,038 $(20,456,345)
2006 $24,305,293 $39,211,192 $(14,905,899)
2007 $19,598,561 $39.610,443 $(20,011,882)
2008 $14,194,121 $41,578,408 ${27,384,287)
2009 $4,251,593 $31,640,202 $(27,388,609)
2010 $14,877,772 $33,202,989 $(18,325,217)
2011 $25,444,957 $34,695,494 $(9,250,537)
2012 $19,365,287 $35,113,081 $(15,747,794)
2013 $13,781,066 $34,987,828 $(21,206,762)
2014 $4,229,536 $36,864,266 ${32,634,730)
2015 $2,631,789 $37,174,567 $(34,542,781)
2016 $5,695,535 $39,328,648 $(33,633,113)
2017 $60,544,218 $42,253,883 $18,290,335
2018 394,243,950 $46,218,850 $48,025,100
2018 $80,983,138 $44,719,334 $36,263,804

Folsom-South Canal

The Folsom-South Canal costs have been reclassified from construction in abeyance to Plant-in-
Service. Fot repayment purposes, the Operation and Maintenance costs and the Construction costs
are being reviewed by the Bureau of Reclamation. For 2019 M&1 O&M and the 2021 M&I
Construction and O&M Water Rates, the Folsom-South Canal costs were identified 16.4% as

recoverable,

Full Cost (FC) Water Rates

The practice for calculating estimated deliveries for setting FC water rates has been improved for
2017 and forward years in order to be consistent with how deliveries are estimated for Cost of
Setvice (COS) watet rates. Previous calculations of FC water rates used estimated deliveries at
contract entitlement without adjustment. For 2017 and forward, historical (1981 to present) and
projected deliveries that are used to pro-rate construction cost by contractor for COS water rates
will also be used for calculating FC water rates. Reclamation will still amortize construction costs
ovet a 50-year period and use the weighted interest rates as required by the Reclamation Reform
Act. The annualized construction amount by contractor will then be developed into a FC water rate.
To develop the FC construction rate, Reclamation will use the improved practice for estimating
deliveries established in 2016 which uses a 7-year average. This brings the FC water rates up to date




in its calculation and in linc with the Reclamation Reform Act legislation while also incorporating
consistent practices in the calculation of both FC and COS water rates.

Note that the components for the COS water rates and the FC water rates are the same, with the
only exception being that interest is added to CVP construction for the FC water rates.

COS Water Rate Components FC Water Rate Components
Annual O&M Annual O&M
O&M Deficit Q&M Deficit
Interest on Q&M Deficit Interest on O&M Deficit
Construction Construction

Interest on Construction

Friant Surcharge and Associated Water Rate Offset

Public Law 111-11, Title X, provides a provision for Friant Division water contractors to receive a
temporary reprieve in their Friant Surcharge if the Secretary of the Interior does not need those
funds for the ongoing federal costs of the San Joaquin River Restoration Settlement Act Program
(Program). The Public Law identifies that this could occur in Fiscal Year (FY) 2020. However,
Reclamation has determined that for FY 2020 and FY 2021 the surcharge should not be reduced as
it is necessary for the Program. Since Reclamation will include the surchatge at a rate of $7.00 per
acre-foot, and not reduce the rate (up to a $3.00 reduction), Reclamation will offset Water Marketing
for the Friant Division contractors to the extent allowed by the Federal law. Please refer to
Schedules A-8, A-2A, and A-1 of the water rate books to identify the offset.

Project Use Energy (PUE) Costs for FY 2019 Accountings

The PUE costs included in the FY 2019 annual CVP contractor accountings process are based on
estimated costs. These costs are for Reclamations routine O&M costs and Western Area Power
Administration Transmission related costs and do not include Reclamations extra ordinary O&M
costs {XM) which are handled separate and recovered solely by Reclamation. This yeat’s contractor
accountings also includes a true-up of FY 2018 PUE costs. The brealdown of the PUE expenses ate
shown below:

Estimated PUE Costs for FY 2019 $35,006,106
FY 2018 PUE True-up Adjustment $285,981
Total Itrigation and M&I PUE Expenses in FY 2019 $35,292,087
2019 XM PUE Recovered by Reclamation $3,595,619

Increase in Project Use Energy (PUE) Costs

Due o the expiration of Reclamation’s contract with PGE on April 1, 2016, PUE costs have increased. In fiscal
year 2021, there will be costs projected to be approximately §14.4 million and are inchded in the 2021 water rates
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Project Use Energy (PUE) O&M Cost in the Water Rates

At the Financial Affairs Committee (FAC) Meeting on November 20, 2015, the Bureau of
Reclamation proposed temoving Project Use Energy (PUE) charges from the Central Valley Project
(CVP) water rates due to Reclamation’s inability to continue to record the PUE charges as tevenue.
'The PUE chatges that ate collected through the CVP water rates is revenue that belongs to Western
Area Power Administration. In the cutrent Ratesetting process, PUE is included in the water rates
along with CVP O&M costs, and when payment is remitted {CVP water rate x acte feet) the entire
amount is recorded as revenue.

Water contractots requested that Reclamation continue to collect PUE charges through the
Ratesetting process. To prevent recording the PUE charges as revenue in the future, a proposal was
made that the PUE chatges be paid separately by a select few contractors. These select few
contractoss (identified below) graciously accepted Reclamation’s proposal and agteed to pay direct
pumping PUE and storage PUE costs in advance, on behalf of all CVP contractors, as part of their
CVP water rates. The impact to these contractors is only in how they will remit their water payments
in the future. Their water payments will sepatately identify direct pumping PUE and “other” PUE as
components of their cost of service rate. The “other” PUE component is specifically to identify the
amount of PUE charges that are being paid on behalf of other contractors, and in which a like credit
will be given to offset the O&M component of their water rate. Overall, contractors’ cost of service
water rates will temain the same. This proposed future process for PUE will allow Reclamation to

easily identify PUE revenue and deposit it to a separate account for payment to Western Area Power
Administration,

The select few contracrors are:

Westland’s Water District (Lirigation, M&I)
Santa Clara Water Disttict (Irrigation, M&I)
San Benito Water District (Irrigation, M&I)
Colusa County Water District (Irtigation, M&I)
Kanawha Water District (Lrrigation, Mé&I)
Otland Artois Water District (Irtigation)

San Luis Water District (Irrigation, M&T)
Contra Costa WD (M&I)

e e A A ol ol S

Othet contractors will still pay their share of Project Use Energy for Storage and Direct Pumping as
offset revenue, rates developed for this purpose, to cover the credit in O&M the 8 contractors will
receive for paying on their behalf.

Site Security Costs

Projected costs for secutity guards and patrols for FY 2021 are included in the water rates. The
estimated total projected costs for Lirigation and M&I are $2,984,692 and §$581,099 respectively.

Trinity Public Utility District (TPUD) Assessment

In accordance with Public Law 106-377, Section 203, Reclamation is required to collect annually
$162,000 (indexed) for payment to the Trinity Public Utlity District. For the period March 2021




through February 2022 the TPUD rate will be $0.15 per Acre-I'oot. This assessment along with the
CVP Restoradon Fund charges and Friant surcharges are due within 30 days afier the delivery of
water.

Water Marketing

Water marketing costs included in the CVP water rates include general expense. For 2021, the
budgeted costs were $684,000 and those allocated to Trrigation and M&I were estimated at $388,278
and $61,918, respectively.

WIIN Act Repayment Contracts

Public Law 114-322, Section 4011 directs that upon request of the contractor, certain water service
contract(s) shall be converted to repayment contract(s). As part of this process, the requesting
contractor(s) will enter into an amended or integrated form of contract which includes among other
things repayment of construction balances that are propetly assignable to the contractor and in
effect at the time of contract conversion. Once the contract is converted, the watet rates will be
updated under the amended contract for the month following the execution date to exclude the
construction component of the water rate. Note that the Rates that werc in effect as of January 1st
are included in the water rate website. A separate schedule will be developed and updated for the
contractors that convert after January 1st, 2020. This Schedule will be posted as an update each
quarter {i.e., Aptil 1st, July 1st, and October 1st} with the first month the new rates are applicable.
This schedule will be posted on this site and identified as rates for WIIN Act contract conversions.

Questions

Please direct any questions regarding the CVP 2021 final water rates ot the CVP 2019 annual
contractor accountings to Jesus Reynoso at 916-978-5362 or by email at jreynoso@usbr.gov.
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Financial Affairs Committee Issues Matrix

The following table lists the 2019/2020 FAC Issues matrix and proposed additions to the
DRAFT 2021 FAC Issues matrix.

Topics in 2019/2020 FAC Issues Matrix

Additions for 2021 Issues Matrix

Current Issues

1. CVPIA True-Up & Draft Business
Practice Guidelines Sessions

2. Aging Infrastructure (XO&M)

3. San Luis Joint Use Facilities O&M
Cost Reallocation

4. Budget Review Process

5. CVP Water Rates and estimating water
deliveries for setting water rates

6. B.F. Sisk Safety of Dams/Expansion

7. BOR-WORKS Enhancements

Tracking Issues

1. Ability-to-pay Studies

2. Historical Advance Payment
Accountings Reconciliation

3. PUE Cost Issues

4. CVP Rate Review Process

5. Delta Conveyance and Section 4007
WIIN Act Projects

Completed Issues

1. M&I Ratesetting Policy

2. CVP Cost Allocation

3. Folsom Dam WCM Update

Current Issues
1. Tracking Draft Reclamation Manual
updates and comment periods for

changes to delegations, policies, and
D&S

2. Rescheduled Water Guidelines

3. Non-Project Use of Excess Capacity
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1990. Even though JUFA required a new study every five-years, there wasn’t
another one completed until 2014 when CVP contractors initiated an action to
update the study. That study resulted in a 1% % reduction in the Federal share
and DWR agreed to make an adjustment and reimburse CVP contractors for their
overpayment. CVP contractors believe that they also overpaid in the prior four
adjustment periods. However, Reclamation’s Regional Director and Regional
Solicitor decided that they would not go back and make adjustments for those
prior periods. CVP contractors believe that they are facing financial harm if they
don’t go back and do these reallocations.

In addition, Reclamation has informed DWR that they are seeking a methodology
change that would more equitably allocate Segment 1 costs between the two
agencies. The FAC will continue to be involved in this effort.

. Budget Review Process — Preparation, Reconciliation and Execution. This
topic came up at one of our CVPWA EC meetings and we discussed getting the
MP Region’s budget review process back on track in 2019. The purpose of these
reviews is to provide Contractors with more insight into expenditures in the areas
of classification, reimbursability and repayment periods. Unfortunately, the CVP
CAS and CVPIA True-up and draft Business Practice Guidelines dominated our
limited staff time and we were unable to get to it this year, The FAC will
continue to push for annual reviews and be involved in developing needs for
current year data.

. CVP Water Rates — Estimating Water Deliveries for Setting Water Rates.
Ratesetting implemented the use of a 7-year rolling average water delivery base
for the CVP O&M, construction and O&M deficit cost components in the 2016
water rate calculations.

The process to estimate deliveties for setting O&M water rates has been
improved from the original process included for the 2016 Water Rates. The new
process provides more flexibility in the determination of the deliveries for
setting O&M water rates. A decision document is to be updated and included in
the water contractor notices section of the Reclamation website at
http://www.usbr.gov/mp/cvpwaterrates/wir_ctr_notices/. Provided is the
improved process:

O&M

1. Consider using the 7-year average of historical water deliveries as the basis
for projecting future deliveries for calculating the Irrigation and M&I
operation and maintenance (O&M) component of the water rate.

a, Depending on whether or not reservoir levels are below normal, the 7-
year average of water deliveries could be further reduced based on
specific criteria.

2. Consult with Central Valley Operations Office to see if this average is
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appropriate for the calculation of the water rates.

3. M CVO recommends considering an alternative to the 7-year
average due to their estimate being considerably different, consider
using an alternative approach.

In consultation with our Central Valley Operations Office, the
interpretation is that it is appropriate for M&I estimated deliveries to use a
7-year average for 2020. For irrigation, the interpretation is that water
deliveries for the CVP in 2020 were to be considerably higher than the 7-
year average. As a result, Reclamation decided to consider other
alternatives for calculating irrigation O&M water rates. For 2020,
Reclamation decided to use the following for estimating irrigation O&M
water deliveries:

o 35% of contract entitlement (CE) for the majority of water service
contracts;

o 75% of CE for Sacramento River Settlement contractors; and

e The higher of the 7-year average or 30% of CE for direct pumping
contractors.

Having different methods for projecting Irrigation and M&I deliveries
appears to conflict with the 2013 Office of Inspector General’s audit report
which suggested that the same delivery method be used when calculating
both construction and O&M rates.

Construction

Using a 7-year average of historical water deliveries as the basis for projecting
future deliveries for calculating the Irrigation and M&I construction component
of the water rate. There is no further reduction to deliveries based on lower than
normal reservoir levels.

Exception: If a contractor has taken water 3 times or less in a 7-year

period, Reclamation will use the higher of the 7-year average or 14% of the
contractor’s contract entitlement,

The FAC will monitor the results of using this methodology and suggest changes
as necessary.

. B.F. Sisk Safety of Dams (SOD). Reclamation completed the Corrective Action

Study in 2018. Their preferred alternative (which includes a 12-foot raise) is in

the final design phase and construction could start in 2020. The estimated cost is

~$970 million and construction is estimated to take 8-10 years. Lake levels

would not be affected anytime during construction and this project is currently the

top SOD project Reclamation-wide. However, the preferred alternative still needs

OMB and Congressional approval. The FAC will continue in 2020 to monitor 0 9/-»
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Reclamation’s progress on this matter and will ask for an update from
Reclamation at a future FAC meeting.

B.F. Sisk Dam Expansion. Reclamation released its Draft Appraisal Report for
this expansion project on December 3, 2013. The report discussed the possibility
of raising this dam 20 feet at a cost of $360 million. It would create an additional
storage of 130,000 acre-feet of water. The work, when applicable, would be done
in conjunction with the work on the Safety of Dams. However, funding and
repayment of the expansion would be separate and distinct from the Safety of
Dams work. The FAC will continue in 2020 to monitor Reclamation’s progress
on this study and will ask for an update from Reclamation at a future FAC
meeting.

BOR-WORKS Enhancements. On-going revisions to the Reclamation revenue
and delivery accounting system are for two underlying purposes as follows: (1)
getting the existing system functioning to the originally-intended specifications
(payments, accuracy of balance forward, rates etc.) and (2) refining the system to
meet new reporting requirements. In order to move forward on this, Reclamation
established a focus group consisting of Reclamation staff (IT, Ratesetting and
Area Office), water contractors and CVPWA. There were two meetings in 2019
(in June and October). Jim Seth (retired Reclamation staff) agreed to come back
for a limited period to work on this project and it appears that some progress has
been made. The FAC will continue to include this on their agenda for 2020 FAC
meetings with Reclamation.

Tracking Issues:

1.

Ability-to-Pay Studies. The FAC will continue in 2020 to monitor
Reclamation’s progress on these studies and will request updates from
Reclamation at future FAC meetings.

Historical Advance Payment Accountings Reconciliation. It was previously
reported that Reclamation had completed and sent out all of the CVP packages for
contractor review and comment. That they have been actively dealing with
contractors who have responded and seek answers to their questions and concerns.
And Reclamation assured the FAC that they will not close out any contractor who
questions what has been reported to them until they have had the opportunity to
meet on said matter.

It has been brought to the FAC attention that some contractors reconciliations
have not been completed. As a result, the FAC will continue in 2020 to monitor
Reclamation’s progress on this matter and will ask for an update from
Reclamation in a future FAC meeting.
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3. PUE Cost Issues. The San Luis Unit loads that were served under PG&E

contract 2207A expired at the end of 2016. A plan to serve these loads after the
expiration of Contract 2207 A has been identified as the San Luis Transmission
Project and the FAC will continue to monitor this activity.

CVP Rate Review Process. Timelines for Contractor comments and
Reclamation’s responses need to be formalized into a schedule.

Delta Conveyance Project (a.k.a. California WaterFix, Bay Delta
Conservation Plan - BDCP). The FAC received periodic updates from Brooke

White, Project Manager, during 2019, The plan is to continue these on into 2020
as well.

Completed Issues

1.

Finalization of M&I Water Ratesetting Policy. The current “interim” policy
was approved in 1995, the M&I settlement occurred in 2005 and the policy
remains “interim”. Reclamation has sent their draft final policy to both the
Denver Office of Policy (first} and the Commissioners Office (second) for review
and comments. Commentis were received, some changes incorporated and now
the Region is exploring the possibility of changing the Application of Revenue
section in both of this policy, as well as, the Trrigation policy. CVPWA believes
that this is a change in policy and would require the report go through a public
review process for which the Irrigation water contractors would strongly object to.
The FAC will continue in 2020 to monitor Reclamation’s progress on this matter
and will ask for an update from Reclamation at future FAC meetings.

CVP Cost Allocation. In a January 14, 2020 news release, the Bureau of
Reclamation released the Central Valley Project Final Cost Allocation Study. The
study took the better part of 10-years with Reclamation working closely with
other federal agencies (Western Area Power Administration, the U.S. Army Corps
of Engineers, and the U.S. Fish & Wildlife Service) and stakeholders (CVP water
and power contractors and environmentalists). Along the way Reclamation
hosted approximately 30 public meetings to present information and solicit input.

. Folsom Dam Modifications and Water Control Manual (Reoperation).

Questions concerning cost allocation of the Joint Federal project portion of the
Folsom Dam modifications as well as the allocation factors to use on the SOD
portion exist. In addition, as the Folsom SOD completion date gets closer, the
Folsom water control manual update becomes a bigger issue. The FAC and

subcommiitee representatives have been and will continue to monitor these
Folsom Dam issues.
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