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THURSDAY, MARCH 21, 2013, SACRAMENTO, CALIFORNIA
9:10 A.M.
--000--

CHAIRMAN HOPPIN: Welcome to second day of our
hearing on the adequacy of the Substitute Environmental
Document cornering the potential changes to Bay-Delta
Water Quality Control Plan. | was very gratified after
yesterday"s hearing to realize that nobody liked what he
we had proposed. | didn"t hear anybody come out and say
there was anything about it that they liked. 1 was
pleased that I was only called a zealot once, and | say
that a little tongue-in-cheek. But to all of you that
aren"t used to coming before us, it"s very important that
you do. No, not to call us zealots, but to come before
us. That is the purpose of these hearings.

What we have in front of us is a draft, and
drafts always change and the input that comes from people
is important. Some people deliver their message well;
others don"t deliver their message well. But as | look
back at my almost seven years of being here, one of the
nice things about it is we don"t just hand the public a
piece of paper and say, '"Guys that is the way the world is
going to work. Hope you can live with it." We do things
like this to try and make things work from both sides of

the aisle. Very seldom do we just reach a moment where
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Kumbaya is playing in the back of the room and everybody
is hugging and smiling, but it"s our attempt to get as
close to that as we can. So | realize there are strong
emotions on either side of it. This is an enormous effort
and has potentially enormous consequences. And before 1
go on with my script, I just want to tell you all how
important this is. So thank you so much.

In my last board meeting, our staff prepared a
video of all the sarcastic remarks 1 made about the
evacuation procedures, and I didn"t really realize 1 had
been that sarcastic. But they are very important, so
you"re going to have to bear with me. This is going to be
the last evacuation procedure 1 am going to deliver, and 1|
honestly don"t have anything original or clever to say
about it. 1 am just going to go through the evacuation
because, quite honestly, if we did have a fire and you
didn®"t know you were supposed to evacuate, all your heirs
would sue us for everything that we have left. It would
make our job even tougher.

So with that, if you look at the back of the
room, there are two exit signs. | honestly don"t know
what the evacuation siren or horn sounds like, but I am
sure it"s very ominous and people are going to look at
each other, and you"re going to know you need to get the

hell out of here. So iIf you hear that, in an orderly way
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if you"ll head down the stairs and across the street to
Chavez Park, which isn*t really where you®re supposed to
go, but I don*t know where this other J Dewey Duncan Park
at "F" and 11th street are. The important thing is to get
out of the building and get away, so I am sure you could
follow the crowd and be fine.

We are broadcasting this hearing in the Internet
and recording by both audio and video. The court reporter
is also present to prepare a transcript of the
proceedings. To assist the court reporter and to be sure
those listening to the webcast can hear you, make sure you
always speak in the microphone and identify yourself and
whom it is you"re representing. And I will say it again
for those of you who are not here a lot, these microphones
are very poor. So when you come to the podium, really
center up on it or he"s not going to be able to hear you.
Your comments on the webcast and audio will be very
mumbled. So I know it"s a nuisance, but that"s what we
have to work with here.

We will begin the presentation by the Bureau of
Reclamation followed by a joint presentation lead by the
San Joaquin Tributaries Authority. We will then have an
opportunity for three minute public comments to hear from
people we missed yesterday. |If you intend to present a

three minute comment, please submit a blue speakers card
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to staff. What we did is Board Member Marcus yesterday
went through the stack. | wasn®"t very organized quite
frankly. 1 pulled out Mr. Erik and some of the time
allotted folks that didn"t speak yesterday but some of the
public members that did not speak or were not here when 1
called them, 1 put their card back in the stack, which 1
shouldn®"t have done. 1 think Felicia has those pulled
out, but if you were here yesterday for public comment and
you did not hear when your name was called, it"s probably
a safe idea to submit another blue speaker card so we"re
sure we don"t miss you.

I expect the three minute comment opportunities
to start about 1:00 o"clock if the first two presentations
are as long as we expected. And | guarantee with
O"Laughlin, they"ll be every bit as long as we expected.
We will then hear from the remaining presentations in the
following order: The California Department of Water
Resources, joint presentation by the Bay Institute,
Natural Resources Defense Council, American Rivers, and
Trout Unlimited; South Delta Water Agency; joint
presentation by California Sport Fishing Protection
Alliance, California Water Impact Network, and Aqua
Alliance. We do not need blue cards from the joint panels
and participants that 1 just listed.

We have a very fTull agenda, so we will proceed
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without a lunch break today. Any breaks we have will be
very short and just in the interest of the humanity and
the court reporter. We will begin with the Bureau of
Reclamation. Thank you for being prepared and ready to
go.

Please identify yourself even though we know who
you're.

MS. JOHANNIS: My name is Mary Johannis.

CHAIRMAN HOPPIN: And 1 forgot, if you would all
of these. If you would turn them off, please.

MS. JOHANNIS: How about that? And let me see if
my -- let me get back to the beginning of my slides here.

CHAIRMAN HOPPIN: We"ve got a really annoying
background noise some place. So can you round whoever 1is
in charge of that and try to.

MS. JOHANNIS: Can you get it back to the
beginning? And 1711 just say next slide.

CHAIRMAN HOPPIN: You®ve got another two minutes
(laughter).

MS. JOHANNIS: Well, why don®"t I go ahead and
introduce myself while we"re waiting for the PowerPoint to
come out. My name is Mary Johannis. [1"m the deputy
regional planning officer with the Bureau of Reclamation,
and 1 am here to present our, | guess, our analysis. And

I"ve had a lot of help in putting this together, and some
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of the folks that are helping with it are in the audience
in case there are questions. So | also wanted to let you
know 1 was the resource adequacy policy manager with
Bonnieville Power Administration, and reason | say that is
because part of my presentation has to do with electrical
resource adequacy, an area that you did not touch upon in
the environmental document. So | am considered a subject
matter expert having testified to FERC, NERQ, and WECC,
and having been on a number of their committees in my
previous position.

So as you requested, Chairman Hoppin, and by the
way, thank you so much for accommodating my request to be
first today, and we really do appreciate the opportunity
to present. We will be focusing on CEQA inadequacies of
the document, and we"ve been collaborating closely in our
modeling with your staff and have the highest appreciation
for their modeling expertise. Just because our
assumptions may be different doesn®t mean that we are in
any way denigrating their expertise.

We"re going to be presenting on the San Joaquin
River Flow Standard, talking about that we do appreciate
having been heard because you have gone to the tributary
approach. We will be talking about those differences in
assumptions that we believe masks the impacts of the

proposal, and we do believe there are some significant
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impacts. We"re also going to be talking about our water
rights analysis and why we feel that what is proposed
doesn”t really comport with at least water rights are
operated today. And then finally, we"re going to assert
that because of all these issues, you don"t really have
enough information to do that balance of beneficial uses
that is, you know, | guess, your mandate. And then we"ll
also being talking a little bit about the South Delta
salinity standard and kind of the lack of alternatives
that we see in that standard. So next slide.

As the agency that is now, | guess, on the hook
for Vernalis Flow Standards, but 1711 talk a little more
about that later. We do appreciate that your new proposal
apportions responsibility among all three tributaries of
the Tuolumne, Merced and Stanislaus. It just seems to
make sense from a fish standpoint that you®"d need water on
all three tributaries. Though we are a little puzzled by
the continuation of a 1,000 cfs base flow standard at
Vernalis because we just don"t see how you"re going to
achieve that. If your compliance points are at the mouth
of the tributaries, of the three tributaries, it"s hard to
understand how that would be implemented. And while I™m
on the subject of implementation, today"s presentation
focuses on CEQA issues, but we want to say that our

previous comments where we questioned how the standard

California Reporting, LLC
415.457.4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

would be implemented, those kinds of comments do carry
forward. We still have some questions. Next slide.

So to start out with some of the areas of
disagreement and some of the areas where we believe maybe
CEQA even gets in the way of a good analysis. Neither the
baseline nor the no project alternative reflects current
operations. Now, we did have a meeting with your staff,
and they informed us that they have to tie the baseline
operation to, | believe, the year 2009 because that®s when
the notice of iIntent was issued. But that"s not the way
we operate anymore. We were still under VAMP during those
times, so it just makes it very difficult if you're
comparing your impacts to a baseline that is no longer in
effect. But then we also disagree with your no project
alternative, so why don"t we get into that.

What we"ve done is we"ve done our own set of
analyses, and then we"ll compare with what you folks have
done with what we"ve done and why we believe there are
some CEQA inadequacies in your document. So first of all,
as we have informed the Board on a number of occasions, we
don"t believe that the Bureau of Reclamation is legally or
practically responsible for meeting full D-1641 table
flows from New Melones.

CHAIRMAN HOPPIN: We"ll talk about that later,

Mary.
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MS. JOHANNIS: Okay. Well, there are some legal
arguments, but there"s also some very, very practical
arguments that we believe we cannot do it. So legally, we
see that there®s kind of a void after VAMP ends that there
was really no condition in the permit that really applies
after VAMP ended. And just in case folks don"t know, the
San Joaquin River Agreement expired in December of 2011,
and so we don"t see that Table 3 as the fallback
position. Next slide.

But probably more importantly is we just don™t
believe we can operate New Melones in a sustainable
fashion and meet Table 3. Your analysis in the 1995 Water
Quality Control Plan, Alternative 2 was the alterative
that placed all the responsibilities for D-1641 on New
Melones. And as you can see, storage tanks. And that"s
really what our studies show. 1In a meeting with the Delta
Water Master, we presented an analysis that indicates that
if we had to operate New Melones to full Table 3 that we
would have 42 months at minimum pool, which is 80,000 acre
feet, and 84 months at 300,000 acre feet or less. In
other words, you heard Rhonda Reed day of National Marine
Service Fisheries yesterday talk about life cycle needs of
fish and the flow and temperature needs, we certainly
could not meet the temperature needs for the steelhead if

we had to operate to full Table 3 flows. And in fact, in
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the 2009 biological opinion, that is stated in that
biological opinion. The quote is on the slide up there.
Next slide.

So we also -- your own studies show that you
would have to reduce water supply from New Melones in 50
percent of the time, and in 50 percent of those cases, you
would have to reduce water supply by over half. And
you"ve lumped the senior water right holders their 600,000
acre-feet together with the CVP contractors of 155,000
acre-feet. The senior water right holders hold pre-1914
rights for diverting from the Stanislaus River. Their
water rights are not conditioned to meet D-1641, and we
have a 1988 stipulation agreement, which governs operation
at New Melones, which provides that they get their up to
600,000 acre-feet for beneficial use in all the years
expect when inflow to New Melones is less than 600,000
acre-feet. So your modeling is just not consistent with
the 1988 stipulation agreement.

There®s a number of other issues. 1 think that"s
the very major modeling issue. The other issues are that
we do not specifically operate currently to meet the South
Delta salinity objectives. Now, we do operate New Melones
to meet the Vernalis salinity objective, and 1 think in
most cases that then allows the South Delta salinity

standards to be met, but it is a difference in the
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operation.

We also see the dissolved oxygen check isn™t
made, and we do have to operate New Melones for dissolved
oxygen. And your prolonged drought operations are
inconsistent with at least the way we read the NMFS
Biological Opinion. Not to say there isn"t some
relaxation available, but we"re not sure that it"s to the
point that you"re modeling shows. Next slide.

So then we also have some fairly significant
problems with the alternative analysis, and 1 think your
staff noted it, that there"s really no basis for not
modeling the RPAs. So we know that we are bound by the
RPA requirements. We don"t think that those are going to
go away, and so that in our opinion masks some of the
impacts when you look at say the 35 percent preferred
alternative to the baseline. So we"ll be presenting some
graphics to illustrate our point later on. Again, the
modeling is inconsistent with the 1988 stipulation
agreement. So why don®"t we go to the next slide.

So this is the slide that we really disagree with
from the Substitute Environmental Document. The red line
there shows, you know, that"s the no project condition.
And as we stated, if we operated that way, the senior
water right holders would have us in court the next day.

It"s just not reflective of our 1988 stipulation agreement
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with them. And because of the modeling of the no project
alternative, the other alternatives look like water supply
is not impacted at all, and we would assert that that"s
not the case. Next slide.

So what we have done is we have done a set of
modeling studies to compare your results to our results.
So under your modeling, under no project, it"s the D-1641,
Table 3 is the Vernalis standard, and under the preferred
alternative it"s the 35 percent unimpaired inflows
February through June. Under our modeling, we are
modeling the way we operate currently, and that is we are
modeling substantially to the VAMP standard, and we have
an agreement with Merced Irrigation District to help us do
that. We do not make incremental releases from New
Melones to meet the Vernalis standard, but we do meet the
full Table 3 -- Table E flows, I"m sorry -- that is in the
RPA. And for the preferred alternative, it"s the 35
percent. Now, under your modeling in the no project
alternative, you do satisfy the Bi Op requirements, but
you don"t in the preferred alternative. We satisfy the Bi
Op requirements under both sets of studies.

In terms of senior water right holder shortages,
we abide by the 1988 stipulation agreement, and you use
the New Melones index to short the water right holders.

Dissolved oxygen check; no for you, yes for us. And
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prolonged drought relaxation; yes under your studies, no
under our studies. Next slide.

So in terms of water supply impacts, you know,
averaged over all the years, it doesn®"t seem to look that
bad, but our results do show that the average contract
amount or the average delivery to CVP water right --
excuse me, CVP contractors -- is use reduced from 115,000
acre-feet to 100,000 acre-feet. But then we need to
remember that their contract amount is 155,000 acre-feet.
So that"s a pretty significant impact averaged over all
years.

In the dry period, their delivery is reduced from
36.8 thousand acre-feet to 23.9 under the 35 percent, the
preferred alternative, so that means they"d be getting 15
percent of their contract supply. And we disagree with
your analysis that groundwater would not be impacted
because we do believe that if surface deliveries are
shorted, the districts would have to turn to groundwater
to meet their water supply needs. Next slide

So this is really a major slide for us because
this shows that storage is significantly impacted,
especially in dry years with the preferred alternative.
The preferred alternative is the orange lines for folks
that are looking at the screen. And so because of these

impacts -- the impact of the preferred alternative on
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storage, that means power, cold water pool, and recreation
are significant impacted. Next slide

So I1*d like to talk a little bit about power
because I know that your Appendix J was intended to look
at the impacts to the liability, but NERC and WECC -- NERQ
is the -- under the 2005 Energy Policy Act, they are now
the energy reliability organization. So they are
responsible for implementing mandatory standards to assure
reliability and adequacy of the bulk power system.
California does have a mandated resource adequacy standard
of 15 percent reserve margin. And you did not look at
resource adequacy, and so for that reason we believe that
this part of the document is inadequate from a CEQA
standpoint. Next slide.

So here -- so it"s actually the responsibility of
the California Public Utility Commission to make sure that
each of the entities that provide power in the state meet
the mandate, and so they prepare periodic reports to that
effect. |If the you look at the slide, it"s really the
months of the July and August that are most important for
meeting resource adequacy requirements. Next slide.

And so what happens then, on average storage is
lowered in New Melones, but it would likely be lowered in
the other reservoirs too, is that it just isn"t about

generation, but it"s about the ability, the machine
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capability, to generate at peak. So when we look at the
average reduction in storage at New Melones, we see that
it goes down from -- 1 apologize, I forgot my glasses --
the capability is reduced from 310 megawatts to 280
megawatts. So even though -- like the last major heat
wave that kind of stressed resource adequacy was in
California July 2006. So what happens during those times
is that you need -- you need that capability at the peak
hours, and you know, certainly there"s a little bit of
over generation is possible at power plants, but on
average you"re reducing that capability by the hydro
plants, and so you may -- you know, the reason for the 15
percent reserve margins is when load is more than you
anticipate and maybe some machines are down. And wind
certainly cannot help you during those times because in
2006, 1 think of the wind plants that were online, less
than one percent were generating. So when it gets really
hot, it get really wind still.

Now solar might be able to help here and it
probably could, but if a thin vapor mist goes across the
solar plants, they drop the capacity too. So hydro plants
are just so important to being able to meet resource
adequacy requirements. Next slide.

So what happens is that at New Melones on

average, storage is reduced from 1.36 million acre-feet to
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1.12 million acre-feet during the summer period. But then
in the dry period, it"s even more pronounced. If you
remember the 2011 electricity crisis, part of the reason
for that may be because of a failed market design, but
part of it was not only was California in a drought
situation, the Northwest was also in a drought situation.
So it was also a resource adequacy issue at that time, and
so this is going to -- the preferred alternative will
impact resources adequacy, especially during drought
periods.

Now in terms of generation going down in the
summer time, under average conditions you lose about 10
gigawatt hours at New Melones. But under drought
conditions, you go from 70 gigawatt hours to 52 gigawatt
hours. So you lose 22 gigawatt hours during drought
periods. So next slide.

So other impacts. As I mentioned before, the
preferred -- our study show there are significant impacts
to summer elevation, summer storage in New Melones, and
the lesser volume in New Melones means that those
temperatures get higher. And I remember there was a
comment yesterday on climate change, and it"s those cold
water pools that are going to be even more important as
climate change progresses. Next slide

There are also potentially fairly significant
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impacts to recreation. 1 was talking to your recreation
manager at New Melones, and what he indicated was that
when -- below elevation 975, which is equivalent to 1.2
million acre-feet, the Angel Creek boat ramp becomes
unusable. But then between 900 and 975, so between
720,000 acre-feet storage and 1.25 million acre-feet
storage, most of the other ramps become unusable. So
there would be a significant impact to recreation because,
as you see, in the baseline the storage in August is 1.28
million acre-feet on average over all years. Under the
preferred alternative, it would be about just a little
over a million acre-feet by the end of August averaged
over all years. Next slide

So then this gets us to the other part of our
analysis, and you know, the whole standard talks about a
bypass of unimpaired inflow. So when we did our water
rights analyses, which I believe was submitted to the
Board and will certainly be part of our written comments,
we Ffound that in 26 percent of the times, less than full
natural flow reaches New Melones during the February
through June period. So upstream reservoirs, some of
which are junior and have junior water rights to our water
rights, impede -- you know, they store that water, and so
that water doesn®"t even reach New Melones. And even

though 1t"s called a bypass of unimpaired inflow standard,
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it stresses the storage at New Melones significantly. So
next slide

So you"d think that a reservoir that has 2.4
million acre-feet, which is the size of New Melones, would
have quite a bit of Flexibility, but the consumptive yield
of New Melones is only 16 percent of its physical
capacity. So what we have done -- 1 was involved in some
studies in the past where we showed that New Melones had a
17-year refill cycle, so it"s a much bigger reservoir than
the flow on the river is basically what it ends up being

CHAIRMAN HOPPIN: Mary, when you submit your
written comments, | think it will be very important to
clarify the difference between the gross capacity and
consumptive yield because it"s not something that people
intuitively understand. And 1711 put myself on that list,
but the capacity versus the yields are strikingly
different numbers, not just here. So I think it would be
good to make sure that you really expand on that point in
your written comments.

MS. JOHANNIS: Yes. And the yield is an annual
number, but yes, we will be clarifying that further in the
written testimony. | just don"t want to impinge on the
next speakers time.

CHAIRMAN HOPPIN: No. Go ahead. It"s not a

problem at all. We"ll take care of it.
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MS. JOHANNIS: Next slide. So the next number of
slides really make that point that what the average inflow
and storage at New Melones is just an awful lot less than
2.4 million acre-feet. So these slide shows when we"re
storing and when we"re depleting. And so generally we
store in the very wet periods, and then we draw on the
reservoir. And by the way, this is based on historical
analysis. This is not looking at either the no project or
the preferred alternative. This is just based on how we
have operated New Melones since the 1980s. And so only 39
percent of time do we actually increase storage at New
Melones. So the next slide.

This is kind of complicated, but what we"re
trying to show here is that if we -- this iIs again based
on historical analysis, and it iIs -- so 28.3 percent of
the time do we actually store water. The senior water
right holders actually divert their water directly 42._3
percent of the time. But the CVP contractors on average
only divert 1.2 percent of their water directly. So a lot
more of their water depends on storage, and then the red
is where we bypass flows for, it can be flood control
reasons, or it can be to meet the environmental water
needs of the river. Next slide.

So we"re presenting similar information but in

different ways to really bring home that New Melones is
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already an oversubscribed reservoir, and under the
preferred alternative, it would just be more
oversubscribed. So in this slide what you see is that
this is use of New Melones storage. So the last slide
looked at directly meeting needs, here we show that a lot
less of the senior water rights are met by storage. And
even if they are met by storage in New Melones, it"s on a
seasonal basis. And it is with accordance with the "88
stipulation agreement. Before the "88 stipulation
agreement, there was the "72 one, which was a little bit
less flexible in terms of storage. And then the green
line is the use of stored water for environmental needs
and other needs, you know, like flood control releases.
And it"s only the orange water that is for CVP
contractors. So even though Reclamation is the reservoir
operator, our CVP contractors really only get a very small
portion of the total water supply from that reservoir.
And then again, next slide.

More ways of looking at the various demands on
New Melones. Up at the top left-hand graph is the
nonconsumptive use and riparian demand graph. The top
right-hand graph is the senior water right holders, and
the bottom graph is carry over storage and CVP contractor
use. So next slide.

So what we"re asserting here is because your no
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project analysis and your 35 percent preferred alternative
analysis, that your assumptions did not comport with at
least the way we see the world, that you really don"t have
enough information to balance beneficial uses. A member
of fish agency had talked about the lack of the connection
between 35 bypass unimpaired inflow standard and the
viable native fish production objective. We also are
puzzled why June is included in the pulse flow
requirements because at least iIn our existing
requirements, you know, we do have base flow requirements
in June, but the pulse flow period ends in May. So we see
that being a fairly significant water supply cost, and we
don"t really see what the environmental benefits are, or
at least we don"t see in the document a demonstration of
those environmental benefits. And then finally, because
of the difference in the analysis, we believe there are
very significant impacts to storage which affects water
supply, power, cold water storage, and recreation. So we
don"t see at this point that you can do that trade-off
analysis that you need to do. Next slide.

So in terms of South Delta salinity standards we
certainly applaud the Board for not including the interior
standards anymore. We do believe that the deciSiemens per
meter standard is more purportable based on some of the

crop science reports that have come out, but we"re puzzled
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because all of the alternatives still call for the .7
standard, at least during irrigation season, for Vernalis
operations on New Melones and the temporary barriers. So
there doesn®"t seem to be any differentiation in the
alternative which is a major CEQA inadequacy, and we
believe that that could result in releases from New
Melones which don"t really serve the purpose for which
they are intended and so result in non-beneficial use of
water. And we also note there is no analysis of impact of
from dilution flows. So in concussion, next slide.

The major CEQA inadequacies we see are in the
definitions of the baseline, the no project, and the
alternative. We didn"t get much into the baseline
analysis because it seems like the way CEQA is set up to
define a baseline year as when the NOI was issued, skews
results, but I don"t know if we have any ability to deal
with that issue. But the unrealistic modeling assumptions
result in a lack of the analysis of the impacts, and we
believe that your next round of CEQA will need to evaluate
those impacts.

And so because of that and the insufficient water
rights analysis, we believe you still need more
information to be able to balance beneficial uses in the
San Joaquin River basin. And again, we think you need

more alternatives for the South Delta water quality
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standard. And 1 appreciate the time to present. Are
there any questions?

THE COURT: Mary, you always, including today,
use your time very well and very concisely, so thank you
for your presentation. 1 have always found them to be
very credible. Today is certainly no exception.

BOARD MEMBER SPIVY-WEBER: 1 do have a question,
and it"s about more information. It"s my understanding
that the Bureau is currently doing an evaluation,
assessment of down scaled climate information in this --
in your region. 1Is that -- are you familiar with what"s
going on?

MS. JOHANNIS: We do have a number of efforts
underway to look at climate information. We have what are
called our basin studies. The Secure Water Act provided
funding for basin studies, and the main objective in those
studies is too look at the gap between water supply water,
water demand, and all of the associated needs but from a
climate change perspective. So we have received some
fairly significant funding to do a Sacramento-San Joaquin
basin study, but it"s just getting off the ground.

There"s a lot of analysis, both that"s been done by the
Department of Water Resources as well as our own folks,
that can then fit into that basin study, but it"s -- 1

think, we just initiated it this year.
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BOARD MEMBER SPIVY-WEBER: No, I think you did
too. But do you have some idea as to what the time frame
is for gathering that information because this will be
certainly important from a baseline perspective.

MS. JOHANNIS: Yeah. We"re hoping to complete
that work within a two-year period. So hopefully we can
have some fairly substantive work then this year that we
could work with your staff onto to get that into the next
round of analysis.

P3: Thank you.

THE COURT: Thank you, Mary.

MS. JOHANNIS: Thank you.

THE COURT: Mr. Lot of you Lynn. 1 know you have
a lot of fast of what you want to do. 1 am going to leave
it to you. You"re the ringleader.

MR. O"LAUGHLIN: Thank you very much. Just to
let the Board know what we"re planning on doing, we-"re
going to start First and give you an insight into how the
SED would be impacting the individual districts on the
Merced, the Tuolumne, and the Stanislaus Rivers, and then
in the afternoon, we"re going to give a more high-level
overview of the economics, the fishery, and the biology in
the afternoon. So what we"re going to do is start with
Merced Irrigation District first today, and then we"ll

move to the Tuolumne River, and we"ll have Modesto
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Irrigation District after them. Then we"ll have the
Turlock Irrigation District after them, and even though
they are not part of the current project plan, the City
and County San Francisco will be making a presentation
after those two entities. Then we are going to turn back
to the Stanislaus River, which will be kind of interesting
because you"ll get a district perspective on the
Stanislaus River from Oakdale Irrigation District, South
San Joaquin Irrigation District and Stockton East Water
District, which is a CVP contractor from the Bureau.

So that"s the lineup for today, and we"ll call up
Merced Irrigation District first. Mr. Bryan Kelly?

MR. KELLEY: Good morning, Board. My name 1is
Bryan Kelly, and I am the with Merced Irrigation
District. |I1"m the deputy general manager for water
resources. Today | am going to give you a brief
presentation on the Merced irritation District and how we
see the draft SED impacting our district. You heard a lot
from the folks yesterday. You could tell there"s a lot of
fear out there. People are scared. They are very
concerned, and I want to show why and bring you some
numbers.

Can 1 control the PowerPoint from here?

Okay. So before I go into the presentation, |

want to talk Merced Irrigation District a little bit. We
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do a lot. We do a lot more than deliver water to farmers,
although 1 consider that my primary responsibility.

That"s why we exist. We do irritation. We have a retail
electric system which provides retail electricity to the
residents In are our district. It"s for the urban areas.
We actually provide competition against PG&E which is very
beneficial to the businesses and the residents in our
area. So they actually have a choice. We compete head-
to-head with PG&E almost for every customer. It"s a very
friendly competition but it is a competition, and it
benefits our area.

OFf course where we run a you hydroelectric
facility. We form a drainage district, not a flood
control district. It"s just a drainage district which
helps the cities. Instead of having to build
infrastructure and run storm drainage out nearest creeks
and natural water bodies, we allow them to use our
facilities under certain terms and conditions to convey
that water to the nearest creek. It saves on a lot of
duplicate infrastructure. And of course we run a large
parks and recreation department. We have five recreation
areas along Lake McClure and Lake McSwain.

Our watershed is the Yosemite National Park. We
love that, and we are very proud of that. And basically

the water flows down through the Merced River, and you can
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see the orange, the entire Merced River from the
headwaters down to our lake is a wild and scenic
designated river which provides some of the cleanest,
purest water in the State. We love our water source, and
we"re very proud of it. It"s very good.

From the lake, we take it down into our district,
and we serve numerous folks, which I"1l show in a second.
But to give you some statistics, our district boundary is
about 154,000 acres. We have about 115,000 acres
irrigated in that, and that changes every year. A little
bit up, a little bit down depending on the year. And we
also serve surrounding communities, and you"ll hear about
this when 1 talk about conjunctive use of groundwater.

And that"s very important to the surrounding areas outside
of our district.

We have about 2,200 water users, 700 miles
canals, 140 miles of pipelines. We have a lot
infrastructure. This is a district that"s been around a
long time since it was formed, you know, in the early
"20s. But our predecessor build a lot of this, and were a
private company. This is been around for a long time.

We serve, in addition to the all the rural
communities and the ag, which includes the cities of
Merced, Atwater, Livingston -- you all heard from the city

manager of Livingston yesterday, and he"s very
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concerned -- Cressey, Le Grand, Winton, Franklin-
Beachwood, Planada, Tuttle, and El Nido areas.

So as | said, we have 115,000 acres of irrigated
acres. Our average farm size is 49 acres. These truly
are small family farms. Of course, this is an average.

We have a big folks. We have Dole. We have Gallo

Winery. We do have some big people, but the average farm
size is 49 acres. The vast majority of our folks, this is
what they do. A lot of them actually have full-time jobs,
and then do this at nights and on the weekends. A lot of
them can"t sustain their farms with these small farms.

But this is true family farming.

We have over 50 types of crops. Our predominant
crops are almonds and what 1 would call dairy support,
what 1"ve called people call low value. Well, the dairy
industry is huge in California. And as they said -- 1|
loved the quote yesterday -- cows don"t eat almonds. They
eat the stuff we grow. The low value crops as folks would
say. So that"s very important to understand.

You heard a lot about the economy. There"s a
reason I"m pointing this out as you"ll see in a few
minutes. But basically the San Joaquin Valley, as you all
know, is a poor area. It struggles economically, and it
always has, and it probably will for the foreseeable

future. Merced is, of course, tops in that. Our
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unemployment rate is in the top ten in the county, almost
twice the rest of the State"s poverty level. 1 wouldn™t
go on with that, but it"s a fact.

The SED analysis, and this is your analysis kind
of drilled down to Merced, we believe will have a
devastating impact on the local economy. Approximately
$23.5 million of annual loss in communities that depend on
district. So a direct loss of 160 jobs, and of course as
you heard, the indirect losses will be even higher. 1
actually think that"s a huge understatement because of the
nature of our district. Those numbers were developed with
a theoretical economics model. 1 don®t want to speak to
the model, 1 am sure it"s fine. But when you role it down
to reality, you know, if you have 115,000 acres and you"re
going fallow 44,000 on an average annual basis, someone
once -- | was discussing the other day, and | said, "This
is not sustainable.” 1 do not consider this a sustainable
operation. In critical dry year fallowing, you“re talk
about 61 percent of our district. 1 can"t fathom how
that"s sustainable.

So district-regional economics. The SED didn"t
even touch on this, but it"s a real fact. Basically, you
have got to be concerned about MID®"s economics. What"s
going to happen is we"re going to lose revenue. OF

course, we"ll have less water to sell but also reduce
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hydropower revenue and reduce customer base because a lot
these guys are going to go out of business. The ones that
don"t are going to drill wells. And what happens when
folks drill wells, in addition to all the groundwater
impacts. What they say is why would I want to order from
MID and have to go through all through that when 1 can
jJust push a button. You lose customers that way. It"s
just a fact. Some will stay with us and use their wells
in dry years; other will just walk away and do their own
thing, which will have huge Impacts.

When you impact are our revenue, you impact
operations and maintenance. 1 showed you the
infrastructure we have. This is the old infrastructure.
We struggle just to maintain it much less to improve it,
which we"ve taken great strides too, and I*1l show you a
little bit of that. And of course, you have all the
stranded capital costs. People have invested in these
facilities for over a hundred years, and now we"re taking
a major resource away. Water removed has a value. The
cities, the communities, they are going to have reinvest
in their infrastructure. You heard one gentleman mention
talking about -- 1 don"t remember the city -- but they had
groundwater problems and they went away. And then they
are going to have to come back. That"s what that bullet

point is talking about. That"s a real concern.
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So I heard a little bit of yesterday about maybe
the communities will have to consider some conjunctive
use, or they"ll figure out a way the balance this. |1 find
those statements interesting because we are a conjunctive
use district. We"re basically -- we"ve been operating
this way for a long time, and we have a 185 groundwater
wells that MID owns and operates. We can pump anywhere
from 7,000 to 100,000 acre-feet of groundwater.

And what s conjunctive use. OFf course, you all
know this, but just for those that don"t, it is the
coordinated use of surface water and groundwater. You use
the underground aquifer as a bank. In other words, when
it"s good time in surface water, you try to distribute
surface water as much as you possibly can. And in times
when the surface water is not available, you make
withdrawals from the bank, the groundwater. What you have
got to understand about Merced ID, we"re not connected to
anybody else. We"ve three water supplies: the snow melt
pack -- we have three reservoirs -- the snow pack, Lake
McClure, and the groundwater aquifer. So they work
together in a conjunctive fashion, and they always have.
And you"re going to see the regional cooperation that
occurs with this.

So, this is one of my favorite pictures. |If you

stare at it long enough, a picture of a conjunctive use

California Reporting, LLC
415.457.4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

district emerges. And what this is showing is the blue
line is our end of October storage. That is our Lake
McClure reservoir, and don"t worry about the numbers on
the side. 1It"s really the pattern that®s important. You
can see when there is sufficient surface water,
groundwater pumping which is the red dashed line is low.
When there®s not sufficient surface water, groundwater
pumping increases. This is how a conjunctive use district
operates. It"s actually the operational side of a
conjunctive use district.

BOARD MEMBER SPIVY-WEBER: Are you planning to do
more conjunctive use in the future? Is that something on
you're --

MR. KELLEY: Oh yes, ma"am. | am going to tell
you some of that stuff. We live and breath conjunctive
use. That"s what we do.

So iIn addition to the operations, there®s a huge
planning and management side of conjunctive use. And
that"s getting the entire region, all of the entities,
working together to do these things. We have things
called the Merced Water Supply Plan; SUGWOP, which 1™m
going to talk a little bit, my favorite. And MAGPI, the
Merced Area Groundwater Pool Interests, which effects all
the groundwater pool interests which effects all the

groundwater purveyors within our groundwater basin come
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together and talk about groundwater issues. We do solute
modeling. We"re in the infancy of our program, that"s a
regional cooperative effort, and the cities counties you
UC Merced, the local NGOs, everybody is involved in these
things so we do regional cooperative planning on a regular
basis. And of course, we"re in the infancy of developing
a very detailed surface groundwater model for the basin.
And that®"s not just Merced ID, that"s with our partners
from the city, county, UC Merced, et cetera.

CHAIRMAN HOPPIN: As part of your conjunctive use
program have to do with blending water to improve water
quality, or is your groundwater of good enough quality
that you don"t need to bring that in.

MR. KELLEY: That"s a perfect lead in. Thank
you. So the Merced groundwater basin is a statewide
strategic basin. It"s an excellent groundwater basin,
although you"re going to see it"s stressed and it has
challenges, but our average TDS is 300 parts per million.
Now, that®"s an average. On the next slide, you®"re going
to see we do have challenges in the basin. DWR that
bulletin called it one of the top five productive basins
in the state, but that"s not a given. It"s based on
conjunctive use and management.

Okay. One of the challenges with our groundwater

basin, as you all know, is the levels are dropping. This
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is pretty much any groundwater basin you talk about.

These are MID"s static groundwater levels from 1970 to
2010. You can see the steady drop, and these are
averages. So there are some areas in our basin where this
is much deeper; there are some areas where it"s not as
bad. This is an average. We have wells, and 1 showed you
on that map, kind of throughout our whole district. So
this is an average of the groundwater throughout that
area. But through the MAGPI -- 1 mean the Merced Water
Supply Plan, which we started that a couple decades ago,

I think. We started tracking these things and working
together with the city, the UC, and planning things, which
you"ll see iIn a second.

Okay. This was the lead in. Thank you for that,
by the way. So here is our groundwater basin, and here
are some of our challenges. You can see we have a few
local cones of depression. Down in the Le Grand area,
they have to drop wells a thousand feet and, then their
yields are really just not good. They are having some
trouble down there. The natural recharge area is where
you see circled because that"s the sandy area. The rest
of the area is clay so it doesn"t naturally recharge that
well. And you have some cones of depression up there.

Some of our biggest concerns are the saline water

sink coming from the west of San Joaquin River. And so
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all know the saline sink has actually crossed the San
Joaquin and is affecting in that area, the area of
Stevinson. So it"s coming our way, and it"s nothing we"re
causing, but the more problems we have with our
groundwater basin, the more those levels drop, the more it
will come and the faster it will come. One of the major
reasons of our conjunctive use activities is to try to
hold that back.

And you maybe hearing from some folks over there
about the subsidence that®s happening. This is, kind of,
to the west side 1 think a little bit, but they are having
some significant subsidence issues do to the groundwater
aquifer use. As you can see, that can easily push our way
too. So we are very concerned about these things, and we
watch them very closely.

So conjunctive use. It"s not all about ag. The
blue line is municipal groundwater pumping. Every
community In our area depends on groundwater for drinking
water. We do no have any surface water treatment plants.
Every community depends on surface water, and as you know
people have babies and communities grow, and you will see
that line continue to increase. The red line is MID
pumping, and that"s very similar to the previous chart |
showed you. In times of drought, you can see 2007 and

2008 our groundwater pumping goes up, but then we have a
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low level baseline pumping the remainder of the time, the
nature of a conjunctive use operation.

MAGP1 membership. Again, we work regionally and
cooperatively with everybody. These are all the
groundwater purveyors. You can see the two asterisks.
These are the only two folks with surface water rights
within our region. And that"s very important from a
conjunctive use because it takes two thing: groundwater
and surface water.

The MAGPI vision, the Merced Area Groundwater
Pool Interest, is to maximize conjunctive water -- this is
not new to us; this is what we do -- for reliable local,
regional, and statewide water supply, which means
expanding use of surface water. So you can see why we
would be distraught with the proposal on the table.
Expanding groundwater production capability and continued
our water conservation efforts which 1711 talk about in a
little, and of course monitor the groundwater. So these
are thing we"re already doing.

Surface groundwater optimization program. All of
our capital projects are focused around two things:
groundwater management or surface water conservation and
quality. The groundwater management, we"re putting in
some intentional recharge basins. We have two. These are

little bitty babies compared to some of the big ones that
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you all have heard about. One of them is ten acres, and
other one i1s probably about that too. And we"re new at
that. We"re learning how to operate them, and we"re
tracking how they work, and they are really doing well by
the way. But you really got the find the right areas.
Our entire district is big, so you can"t have them all
over. It"s that recharge area | showed you on the map,
that"s what you can recharge. We"re also replacing -- we
have several high grounds where they“ve historically been
supplied with MID well water because they are too high to
take surface water from the canals. So we"re slowing but
surely putting low-head boosters to take water from the
canals and deliver those farms so we don"t have to drain
the aquifer when there is surface water available, and we
consider that in lieu recharge.

We also have incentive programs where farmers
that maybe years ago drilled the wells as | told you all
will happen coming up, and then they said, 'Okay, the heck
with MID. I am just going to push my button and irrigate
myself." So we have monetary incentives. Come back to
MID, we"ll help you pay for the infrastructure that"s
required to take the surface water. We consider that as a
in lieu recharge effort. So we are very active in looking
at that.

Conversely, we have are very conservative with
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our surface water. Our big focus is on measurement. You
can"t really control your water unless you have good
measurement throughout the system and, 1 am not talking
about the to the field measurement, SBx7-7. That really
doesn"t help us at all. That"s a statement of -- we"ve
been doing that anyway, by the way. We didn"t need a law
to make us do that. But we measure the heads, the canals
and, that allows you to track your water. |If you don"t
have accrue measurement throughout your system, how do you
conserve water? You can"t.

We put in automation control. We have over 50
data sights. They look like little tin cans. You open
them up, and there®s high-tech fancy computer equipment in
there. We"ve actually gotten to the point where we used
to be proud of our central control room, we don"t even
that anymore. All of our DSOs have laptops. They can see
what®"s happening throughout the field. We"ve invested
heavily in infrastructure, IT infrastructure, and we"re
slowly investing In -- we"ve got most of our major canals,
the measurements and the controls, and we"re getting those
up to speed too. But you saw the amount of infrastructure
you have. You can"t do that overnight. But IT was
something we could do real quick, so all our DSOs have
laptops. They can see data. They can see what"s going on

in the system. The more tools you give them, the better
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you can control your water and conserve.

We pipeline select open laterals. There are
certain ones we will not pipeline because they give that
passive recharge. The big ones that are in certain areas
that can recharge the groundwater, we let them say open so
they recharge the groundwater. That"s how it"s always
been. The aquifer is not balanced but it depends on that.
As you take more of our surface water away, | can
guarantee you we*ll be lining more on canals because we
have to do that and conserve the water in the reservoir,
which will hurt the groundwater conjunctive use
operations.

We put in regulating basins. We have an
efficiency programs, operational discharge recovery.
Wherever we have operational discharges, spills, we"re
networking those canals to other canals, which is very
expensive. But what it allows you to do is reuse that
water elsewhere before It goes out to the river or creek.
So we are very big on conservation and groundwater
management. This is what conjunctive use areas do. So
this is nothing we"ll think about after you all implement
this. We"re already doing it.

So just to show you some numbers. The red line
is basically what MID is withdrawn from the groundwater

since 1993. The green line is what we“ve put in the
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groundwater, what we"ve deposited to the bank, and that"s
via direct and in lieu recharge efforts. And the purple
line is the net effect of that, so you can see the net
positive impact to the groundwater basin due to MID"s
conjunctive use activities, which is about 700,000
acre-feet over the period.

This what a point |1 wanted to make. The draft
SED states MID can pump can 180,000 acre-feet. That was
forty years ago. Do to the dropping groundwater levels
and the reduction of yield, our capacity is about a
hundred thousand acre-feet now, and reason | point that
out, that impacts all the private folks, the
municipalities. They are seeing the same thing. These
are hidden water cost we"re talk about. The aquifer is
already stressed --

CHAIRPERSON HOPPINS: May 1 ask you a question?

MR. KELLEY: Yes, sir.

CHAIRPERSON HOPPINS: When you recirculate some
of you water, at what TDS do you stop recirculating?

MR. KELLEY: When I say recirculate, 1 am talking
about the nice, clear, pure Merced River water, the Lake
McClure water. Instead of spilling out the end of the
channel, we connect that to another canal that"s going
somewhere else. So it"s the same water. It"s just

instead of spilling, we"re networking the system.
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CHAIRPERSON HOPPINS: Do you have the ability to
recapture any of your drain water to a certain point?
That®"s my main question.

MR. KELLEY: Well, we don"t have drain water. We
have operational discharge. We do not allow farmers to
discharge drain water to our system.

CHAIRPERSON HOPPINS: You answered my question.

MR. KELLEY: Okay. Now, I will say there"s
probably some legacy drains out there, but we don*t allow
any new ones because. And as anything occurs or we get to
them, we remove them.

CHAIRPERSON HOPPINS: But recirculating drain
water Is not --

MR. KELLEY: Not part of our operations.

THE COURT: You don"t have a significant of drain
water?

MR. KELLEY: No, sir.

CHAIRPERSON HOPPINS: Thank you.

THE WITNESS: |In fact, part of your -- not to
bring up another process, as part of your investigative
order for our FERC process required us to submit some
detailed water quality data to you. As you can see, even
our operational discharges are of very high quality, so we
don"t have those issues in our district. And we watch

them. We do watch them, and we make sure because every
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now and then you could have a spill or something that
occurs. So we keep an eye on it.

But the key is the aquifer is already stressed,
and we believe that your proposed action will drive more
people to the aquifer further reducing its yield.

Is in summary on groundwater, we really believe
you"re going to unravel decades of regional water supply
collaboration because as you take more surface water away
from the area -- well, you hurt the conjunctive use
nature. We already do conjunctive use. We"re not
perfect, and we"re going to get better. But 1°d say we
are probably one of the best conjunctive use districts
that 1"ve ever seen from our operations. We"ve been doing
it awhile. But if you don"t have surface water, you"ve
got to withdraw. You"ve got to pull back because you just
can"t do it. So we"re very concerned about that. We
believe it will result in over drafting of the basin,
deterioration of groundwater quality, and 1 really need to
point out, it"s the only source of drinking water for
residents in the cities of Merced, Atwater, Livingston as
well as the disadvantaged rural communities.

So switching gears a little bit to water supply
impact. | am not going to get into technicalities of
challenging what your WESN said. |1 want to show you from

our perspective what we"re seeing and why we consider your
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impact analysis deficient and not really evaluating the
true Impacts you"re going to see. Basically, this is what
we"re seeing. |If we imposed the 35 percent unimpaired
flow requirement, in wet or above normal years, sure it"s
not a problem. Once you start going to the below normal,
dry, and critically dry years, these are significant water
supply impacts: 70,000 acre-feet, critically dry years;
35,000 acre-feet in dry years.

And let"s demonstrate that. This is again end of
October storage in Lake McClure. The blue line is what it
would be -- and I am very fortunate because we"re in the
FERC process, we have very good models that we can run
these things with. They are stakeholder reviewed, and
they are being use in these processes. So this is good
data. The blue thick line is or maximum water surface
elevation, a million acre-feet roughly. The blew up and
down line is the end of October storage, and the red line
is where end of October storage will be if we implement
the proposed amendments.

And what you can see here, the small family farm
issue, we can"t survive this way. |If you look in the
beginning of the early part of the graph, you can that see
we have tough years. It comes down, our guys Kind suck it
up, we get through, but then we bounce back. And it"s

kind of rough, but our reservoir can handle it as long as
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get some snow pack. But if you drop it down to those red
bars for that consistent of a time, a guy with a 50 acre
parcel cannot survive. He can®t fallow for two or three
years. You heard from Yosemite Farm Credit yesterday. He
can"t get financing for anything. It truly puts a lot of
folks out of business, or they drill wells, which
exacerbates the conjunctive use issues. This is just a
fact.

And as you all said in your own SED, Lake McClure
is a small tributary reservoir, basically goes up and down
a lot as you can see. And you®re going to exacerbate that
problem, which has other problems that we"ll talk about in
a minute.

On recreational impacts. Recreation will be
rendered high and dry. And of course, we"ve dry years now
were we have that. [1"ve run some numbers, and it looks
like that"s going to increase anywhere from two-and-a-half
to three times what we observe today. And the fact is
recreation is driven by lake levels. 1 had a picture, but
I took it out. Nobody wants to stand on a 20-story
building and look down at the water from the campsites,
and that"s what we are talking about. 1t"s roughly 230
feet from maximum surface to the low water pool, and your
proposal is going to exacerbate that which goes into those

whole stranded capital cost. ITf we"re not getting
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visitors to the lake, we"re not get revenue, we can"t
maintain the facilities. These are significant problems,
and they weren"t even addressed in the SED. The were
really just brushed over, but these things need to be
evaluated.

And more importantly, toward yall®s goal, which |
understand why we"re here. And as you all know we"re
working various other processes to try to look at the
comprehensive things. We"re in the middle of FERC
relicensing. So we"re looking at it. We understand what
we"re hearing. We"re not blind to it.

But your proposal will basically reduce the cold
water pool on reservoir on an average annual reduction of
a hundred thousand acre-feet. That"s very significant for
the following reasons: Look at the -- and | hate to put
these up. 1t"s probability of expedience curves. You can
see the times when Chinook salmon are spawning -- and the
anadromous fish we have in the Merced River, the fall-run
Chinook salmon. When they are spawning, you are making
the water warmer. Basically, you“re hurting spawning by
your proposal because you®"re taking way the cold water
pool. That"s a fact.

And what does that mean? We"ve done recently
some good studies iIn the river, and as one of your

staffers was saying, you didn"t want to do them, but the
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results came out pretty good for you. Which she"s right,
but we already know that our river is in good shape. We
already know that we are not -- 1°ve heard all the
fisherman yesterday. We agree. We like Chinook salmon.
We want the salmon runs, but we know this is not the
problem. So now we"ve got some studies to back It up.

Spawning. Spawning time is as expected. Egg
viability is high in the Merced River. We have just done
some egg viability tests. They have come out higher than
in two recent rivers in other areas. 1 forget what they
are.

Rearing. Habitat viability generally exceeds 80
percent through May. |1 am told that, as fish and game

guys will understand, that is important, and that®"s a good

thing. Fry, pre-smolt, and smolt abundance consistent with
escapement.

And as you all know, this is a fact. Out
migration, they are just not getting out of the river.

They are being eaten between where they are spawning and

the San Joaquin, and then whatever does make it out of the
Merced River, they"ve got to run that gauntlet between the
San Joaquin and the Delta. This is a problem. It really
is.

Now, your SED, the proposal, the 35 percent

unimpaired Flows here®s the results on the cold water pool
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impacts. Spawn impacts: Temperatures during spawning
will increase. That"s given, which 1"m told that will
delay spawning time with subsequently life stages and
decrease survival. The rearing impacts: Rearing and
habitat availability will not increase and may potentially
decrease with the water temperatures. And out-migration
impacts: Timing of out-migration would be delayed which
may decrease survival potential and production. So those
are the facts.

Basically, a draft flow objectives can adversely
affect the viability of Merced River Chinook salmon, which
is complete opposite to your stated purpose. And we
request that you look at these impacts, study them, and
basically tell us why the spring outflows are more
important than the spawning season for the Merced River.
We"re very particular to the Merced River. We"re intimate
with it. We work with California Fish and Wildlife now.
They have the only salmon hatchery in the San Joaquin
system on our river. We"re good partners with them on
that, and spawning is where it"s at for us.

So iIn concussion, Merced ID voices strong
opposition to the draft SED for the reasons 1"ve pointed
out. It"s going to unravel decades of sustainable
regional conjunctive use and regional water supply

collaboration. 1It"s going to result in overdrafting of
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the groundwater basin. 1It"s going to cost jobs devastate
an already struggling region, and we believe It presents
unilateral demands without quantifying the benefits or
goals to be achieved.

You saw the kind of emotions yesterday, these are
the reasons why. |If you"re going to hurt this bad, show
us it"s going to do some good, which we don"t believe
you"ve adequately shown. In fact, I"m showing you it"s
probably going to hurt the situation.

So what we would request is pursue a
comprehensive solution consistent with the co-equal
goals. Prioritize non-flow measures before demanding flow
increases that threaten our region. And basically, in
conclusion, thank you for giving me the opportunity to
talk to you and considering these issues. Questions?

MR. O"LAUGHLIN: Thank you Bryan. Up next is
Modesto Irrigation District. Roger VanHoy will be
presenting.

MR. VANHOY: Good morning. Thank you. My name
is Roger VanHoy. I™"m the interim general manager for
Modesto Irrigation District, the other MID. | appreciate
the opportunity to give you a few comments on how we see
the SED draft and it"s impacts on our irritation
customers, electric customers, and municipal-industrial

water customers. Just real quickly, the left arrow?
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MID itself, we do integrated electric service, soO

we have generation, transmission, and distribution to
retail customers. We have a little bit over a hundred
thousand customers. We have about 3,000 irrigation
customers, and to compare the average with --

BOARD MEMBER DODUC: Mr. VanHoy, can you get a
little closer to the microphone?

MR. VANHOY: I1"m sorry. | thought I was coming
through.

BOARD MEMBER DODUC: Actually, what I was
pointing was | thought you couldn®t see the screen?

MR. VANHOY: Now I can.

BOARD MEMBER DODUC: Otherwise, I think that
monitor will allow you to see.

MR. VANHOY: Now I am good. Thank you.

BOARD MEMBER DODUC: Just looking out for you.

MR. VANHOY: Okay. |1 appreciate that. We have
about 3,000 irrigation folks, and the average farm size
there is around 20 acres. So there"s roughly 60,000
irrigated acres. We have one municipal-industrial water
user, the city of Modesto. That was Rich UIm that spoke
yesterday, and that averages out to about 250 thousand
retail water customers that we serve treated water to.
that"s the operation. We"re in the Central Valley, and

most of the crops in our area are permanent.
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We"re the second irrigation district, right
behind TID to form in the State, and hold senior water
rights. And 1 just wanted to say again, | appreciate the
chance to give some comments on the draft SED.

We see the break down in impacts from the
proposal as falling in the farm water supply, ag related
industry, and ag related jobs, and then drinking water
supply, which for us is similar to Mr. Kelley, the
conjunctive use program. And then impacts on commercial
and industrial production jobs iIn our area. | came
recently from the power side, so there are hydroelectric
generation operations. And the two biggest impacts for
us, and others, is the loss of the generation right at the
time when you need it, and it"s the most flexible and
fastest generation around, much better than anything
else. And in the State of California it also produces
power that does not result the greenhouse gas emissions.
So this proposal would take away from both those
attributes of the hydro generation.

The 35 percent unimpaired Fflow impacts, first to
large family farms and the city of Modesto as well as
electric customers. We look at customer base and cannot
see anyone in our region that will not be negatively
impacted by this proposal. There is just no customer

class or community group that won"t be impacted or would
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be spared the impacts. The agriculture water supply and
our drinking water are valuable portions of the economic
activity in our area, and the flow proposals is going to
go right at the heart of that economic activity.

The break down in crops, to separate MID from the
generic analysis in the SED, is much more heavily weighted
toward permanent crops. The proposal in the SED would
require fallowing almost half of the irrigated acres. We
think it would result in 100 jobs in the area being lost
and about 800 family farms in the region being impacted.
And again the MID average compared to the 250 is much
smaller, 20 acres per farm.

So when we look at the SED proposal and try to
scale what we would do in response to those orders in dry
and drier years, we see that there is no choice but to
fallow permanent crops. And maybe there"s a way to
survive one season, or one year, by extra pumping and
infrastructure and maybe not. But a couple of years or an
extended period like the seven-year drought, we can"t see
our area making it through that and being much the same.
We think iIf would fundamentally change the character of
our area.

There"s a couple of other crops which are
featured in the SED as low value, and we don"t have many

of those. There"s some dairy related crops like the
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sudangrass and so forth, but there®s not much in the way
of row crops, temporary things that don"t need water every
year. So that"s the MID perspective on the crop impact.

MID has been working and planning with everyone
in the area, the city, and the county, anyone else
impacted or involved in the groundwater, on implementing a
conjunctive use program to take irrigation water formerly
and convert it to drinking water. It"s about a two decade
effort. 1t produces 30 million gallons per day, so on a
whole year, that"s about half of what the area needs. And
we"re right in the middle of an expansion to roughly
double that. It will take about two and a half more
years, which is almost the time frame of this proposal.

So while we"re in the midst of the that, trying to balance
improving the groundwater level, keep it up or growing,
and then increasing the clarity or cleanliness of the
water that the city was experiencing before that plant
went in 1994 -- while we"re working on that, we see this
proposal as pushing just us in the opposite direction.

So we would end up with partially stranded
capital facility that you see here. That"s half of, it
the other half is under construction. And no way to
prevent the dropping of the water table, and no way for
the city of Modesto to overcome some of the arsenic levels

and things that they saw that pushed them to get into
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partnership with MID.

We have taken on the partnership with the city
and with our farmers to come up with a groundwater
management plan that respects the conjunctive use from the
flood irrigation that in average and good years helps
recharge that aquifer. And then also with the city, where
there"s just about a one-to-one change from on ag acreage
flood irrigation to residential or municipal-industrial
use. It"s just about a one-to-one, so the arrangement and
the underlying principles are whatever goes on with the
farmers will also go on with the city folks, our
customers. And if there"s a cut, our approach to it which
seems fair and has served us well for about 20 years,
would be to have a pro-rata cut. So that was the reason
for Rich Ulm to make his comment.

Of course, we all expect increased groundwater
pumping in response, and we think that"s going to cost
more money. For the electric side, it will be more
emissions, so the air quality is going to be just that
much worse. And we think those things in combination are
going to further depress the local economy.

And a couple of observations on hydroelectric.
The hydro generators that were spoken of at New Melones,
the Don Pedro Dam, and Merced®"s dams are the fastest, most

Tflexibility support for the electric grid that"s around.
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And that"s true of all generation on the western side of
the Sierras. So it"s the best that there is, and the
proposal would take the generation out of that time frame
and move it to a time frame when no one really needs it.
And also, it would coincide with the time frame where
there"s the most variable energy production. So we have
low loads, they are much more predictable in the winter.

We looked at a typical February or March day for
us, so what is the need, how much flexibility do you need
to follow your load, and compared it to a typically day in
August. And we need about 30 percent more flexibility in
the summer out of something, and that something for us has
been Don Pedro. That"s the first and best, so this would
auger in the other direction and cut into that.

The other thing that hydro provides is the really
large, heavy mass machines at New Melones, at Don Pedro,
and everywhere, so that provides like a shock absorber or
cushion to the stability of the grid. And I think you“ve
gotten comments from the 1SO and PG&E and others that
that"s the case. But for the folks like MID and Turlock
and others that are responsible for reliability, balancing
loads and resources, and the regulator in that case is
FERC. They have a schedule of penalties. It ranges up to

a million dollars a day. The best tool we all have is a

high inertia physical mass hydroelectric generation.
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It"s the first response. It does not take any
people to intervene. |IT the load drops off or comes up,
the hydro generation inertia is the thing that takes up
the slack first, and then people and control systems. So
this would take away from some of the best, most
flexibility generation that"s around.

And again, the times when the flow would be
highest under this order is the same time when there is
solar production that"s fairly high. It"s actually
reasonably high in the winter, but we don"t have loads.
And it"s also when it"s windiest. So those two generators
aren®"t moving around, the loads don®"t need as much
movement and, then we would have less hydro in the summer
to offset it. So we"d be using hydro in the winter at the
exact opposite time when it would be best to be used.

We also see if there"s significant drops in
surface water available to our customers that they will go
out and do more pumping, and that will increase our
electric loads. Just the fact that that would be
unpredictable, who would respond, what capital would they
put in, how long would it take would create additional
problem for us in planning for resource adequacy which was
mentioned before.

I wanted to bring up one other observation, just

because I came from the power side, iIs that the aspects of
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the SED that are not in our minds integrated or
comprehensive. When I put that side by side with the
State process and your orders on the once-through cooling
decision -- that was not quite as complicated but involved
many parties -- it had a lot of electrical grid
interaction aspects and quite a wide region. It applied
all the way from Southern California to the Sacramento
River and so forth.

So in my mind the better process for the SED to
look at to try to integrate would be to point to more
science. Because on once-through cooling, you could read
the science on what problem they were trying to solve and
the goals that they that had to solve it. And it seemed
like the response maybe in the final document and the
orders, did listen to the comments and it had staged
implementation of the orders, and they seemed to be
tailored to different areas or regions of the river or
ocean. So that seemed to be more integrated approach, and
it"s not one —-- I am a beginner, they aren®t -- but it"s
not one that 1 could see in the SED documents. It seems
to be shotgun, not integrated, and really not even speak
to the other processes that are going on like FERC
licensing, Bay-Delta, things like what"s the impact on
once-through cooling and increasing green power

requirements, decreasing greenhouse gasses all at the same
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time. IT there"s a chapter in here, 1 didn"t see it, that
would address here®s how the SED fits into those
processes.

So we"re -- as far as MID goes, we"re doing okay,
and we think fairly well, on keeping up and being a little
bit ahead on getting green power. We"re at about 28
percent green, and almost all of it is wind and solar
photovoltaic. So it"s the most Ffickle generation that
there is. 1t"s the most inexpensive. 1It"s all operating
and runs fine, but integrating it to serve moving load and
losing something like Don Pedro®s capability is a real
challenge. It"s not just us that sees that. It"s a major
topic by every grid operator or anyone that"s responsible
for smoothing load and could get fined for breaking
reliability rules. They seem to be working in just
opposite directions.

An example would be we have a coal plant. 1It"s
over 20 years of operation. The decision has been made to
divest of i1t, so we"re going to close our share of it in a
couple of years. And the greenhouse gas costs just of
that to serve our customers is about $7 million a year
beginning this year when that program kicks in so. So the
loss of some Don Pedro generation, or moving it to a
period when you know you"re going to have more emissions,

to make up for it works just in the opposite direction of
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the State policy of reducing greenhouse gases. So we"re
trying, but there®s conflicting State goals. And the SED
does not seem to specifically touch on those point or come
up with proposed mitigation or ways to reduce it.

Finally, we think the power supply loss,
conservative measure is about a half million dollars per
year for MID.

So just in conclusion, we look at the SED
proposal as first and foremost impacting the ag water
supply. We think that"s the biggest problems and the
impacts on your economy. 1 am sorry do this in the
conclusions, but 1711 divert just a little bit.

The electrical consumption is pretty good proxy
for economic activity. We have had a decrease for five
years. And just last year, our consumption went up. So
we"re seeing under 1 percent growth in our activity of
electric consumption and economic activity. So we see
that as very fragile, and 1t"s not -- when you look at us,
there"s activity in Southern California. It"s growing
faster. In the Bay Area, that is seeing some growth
return. But for us, it"s not high-tech, it"s is not
blockbuster Hollywood movies, and it is not the return of
millions of dollars of tourist money. It"s mostly driven
by ag. So we see that as a bright spot. It"s carrying

the day. And with that, without this of proposal, we only
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have under 1 percent growth for the next ten years in our
forecast. We think it is going to be very modest, slow,
and somewhat fragile.

So we think that®s the biggest impact. The
second is what will happen to our drinking water supply if
the SED is implemented, and some of our comments aren"t
incorporated. Another ding against our efforts to do
clean generation and meet state policy goals there. And
we think overall it"s fTairly negative impact on the
vitality of our community as far as coming out of the
rescission.

So that concludes the presentation, and 1711
answer any questions if you have any.

CHAIRPERSON HOPPINS: Not at this time.

MR. VANHOY: Thank you.

MR. O"LAUGHLIN: Thank you, Roger.

Next up is Turlock irrigation District.
Irrigation. Mr. Steven Boyd will be leading the
presentation

I think we"re running on time too, just to let
you know.

CHAIRMAN HOPPIN: You"ll get a cookie.

MR. O"LAUGHLIN: Thank you.

MR. BOYD: Good morning, Chairman Hoppin, members

of the Board. Thank you for your time, and 1 appreciate
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your comments about in the beginning about an open process
and your willingness to listen to us about our concerns.
Many irrigation districts are similar. You“ve heard a lot
of comments over the last several days, so 11l try not to
be redundant and try to keep you on time. We"re also
expecting one more will be joining us monetarily. All
right.

My name is Steve Boyd with the Turlock Irrigation
District. A little about where we are first of all.
We"re located in the heart of Central Valley. We"re
bounded to the north by the Tuolumne River, generally to
the south by the Merced River, and the to the west by the
San Joaquin River. We irrigate about 150,000 acres of
some of the most productive farmland in the world, and our
electric service territory covers about 660 square mile
region from Tuolumne County clear to the Santa Clara
County line.

A little history for context before we move on.
TID was founded in 1887. We are the oldest irrigation
district in the State, and we are one of only four today
that provide irrigation water and retail electric services
to those we serve. Shortly after we were reformed, as you
heard from Mr. VanHoy, we partnered with the Modesto
Irrigation District and developed senior pre-1914 water

rights on the Tuolumne River. Today we divert a portion
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of the of the flows of the Tuolumne River through a 250
mile canal system that is entirely gravity fed to fuel the
agriculture economy in the region.

TID today: 16 communities rely on TID for power,
for water -- either surface water or groundwater, and
we"re going to touch on that in the conjunctive use
portion in just a moment -- and we support a broad mix of
agriculture, business, and recreational opportunities
within TID.

Mr. Kelley did a very nice job talking about
conjunctive use. 1°ve got a very simplified model here,
and 1 won"t walk through all of the components. But 1 do
want to point out a couple things that are true at least
for the Turlock Irrigation District. When you look at
inputs into the basin, we really only have two, and that"s
surface water and rainfall. And although there®s really
no such thing as an average year, 1T you were to average
the numbers typically within the valley, we would get
about 13 inches of rainfall, and if we had a normal year
we can provide about 36 inches of surface water to the
ground.

So those are really the only two inputs that go
into the groundwater that we do use conjunctively, and
when we published our ag water management plan late last

year, when you look at how we use the water in our
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conjunctive use program over several years, we have an
efficiency rating of over 90 percent. So we"re making
good use of that water conjunctively today.

When you look at the groundwater systems within
TID, you"ll notice on the east side what has become a cone
of depression. Ag development on the east side relies
completely on groundwater, and they have no surface water
source. And as that ground has developed, they have
actually created a cone of depression and are pulling
groundwater out of the TID basin in order to meet their
own needs. And Board Member Spivy-Weber asked Merced if
they planned to do more conjunctive use iIn the future.
Certainly, we would like to, but with the diminishing
groundwater supply under the current conditions really
limits something ability to do more going forward. So
we"re kind of hamstrung.

You are heard yesterday from the president of the
Stanislaus County Farm Bureau recalling the drought of
"76-"77. During that period, we were able to pump an
additional 300,000 acre-feet approximately out of the
ground to make up for lost surface water, and there was no
appreciable impact to the groundwater. In the drought of
1988, we attempted to pump the same amount out of the
ground, and we ended up drying up over 300 domestic

wells. So the depleting groundwater is an issue and will
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continue be an issue with the loss of surface water.

And as I mentioned, we serve 16 communities, and
we dried up 300 wells. There are about 5,000 domestic
wells within TID. Those individual customers rely on
groundwater for drinking water as well as all the
communities within TID.

BOARD MEMBER SPIVY-WEBER: Can | interrupt you
Just a second? | am hearing -- this is not just from you,
but from the others as well. It seems to me that a lot of
what"s being said is that you®ve got a really dire,
perhaps unsustainable, overuse of your basins now. So you
don"t want additional pressure. But how are you dealing
with the over -- unsustainable use, maybe not overuse, but
unsustainable use. How are you going to deal with that in
the future? Because if we disappear, you"ve got
problems. So that"s what I am puzzled by.

MR. BOYD: That"s a great question. Within TID,
we don"t believe we necessarily have an issue. We believe
with our conjunctive use and the way surface water 1is
applied now, it would be sustainable. When you look at
pressures cause by outside of region, they begin to impact
us. We have a fairly limited ability to create solutions
with agencies and entities and private parties outside of
our irrigation district boundary. That said, we are

working cooperatively with individual growers, with the
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Turlock Groundwater Basin Association. We are looking for
recharge options on the east side using surface water
today.

As 1 mentioned, it"s not just an agriculture
problem. It"s a domestic well problem. It"s a drinking
water problem for communities and individuals. The
largest community we serve is the city of Turlock. 1%ve
asked the mayor of the city of Turlock, John Lazar, to
talk about the potential impacts to the city particularly
to recharge groundwater

MR. LAZAR: Thank you, Steve. Thank you,
Chairman, members of the Commission. | am happy to be
here with you today. | am here today to tell you how
important water is to my city and region and more
specifically, the water from the Tuolumne River. Turlock
is a special community for a number of reasons. We have
70,000 residents, but we also are the home of California
State University Stanislaus, Blue Diamond Growers, and
Colin Kaepernick, the quarterback for the San Francisco
49ers.

CHAIRPERSON HOPPINS: And he"s using excessive
amounts of water?

MR. LAZAR: In addition to being in the center of
California geographically, it"s part of the Central Valley

known as the bread basket of the world boasting over 240
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agricultural commodities. It"s population is very, very
diverse, a cultural mix that makes the Central Valley much
richer than its fertile soil, but our soils may in fact be
thirsting for water if the proposal before you is
considered and implemented. Our quality of life would
become adversely impacted if the Commission does not
balance this decision between fish and people.

Like most San Joaquin Valley communities, Turlock
is entirely reliant on groundwater for its potable water
supply. Our local economy is linked to agriculture, not
only ag commodities grown and produced in the region, but
food processors that are located within the city of
Turlock. Food processors are a significant source of
employment for my city"s residents. Recharge of our
existing water well system has become increasingly low do
the adjacent agricultural pumping.

To comply with increasingly strict Federal and
State groundwater environmental requirements, we decided
to search for a surface water solution to our current
groundwater use. And the city of Turlock has joined
Stanislaus Regional Water Authority whose sole purpose is
to obtain future surface water from the Tuolumne River in
conjunctive use with the Turlock Irrigation District.

This water would eventually supplant groundwater use in

our city. And the city of Turlock has had productive
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discussions with TID to eventually treat water from the
Tuolumne River fTor residential and industrial use. An

agreement would include the cities of Turlock, Modesto,
and Ceres.

Turlock has always understood that we must be
proactive in providing for our communities basic needs and
become less dependent on state and federal sources for
solutions. We felt the surface water facility has been a
step in the right direction. However, the Substitute
Environmental Document proposing potential changes to the
Water Quality Control Plan as it relates to the San
Joaquin Tributary Authority, and specifically to the city
of Turlock future surface water opportunity, is
detrimental to my city"s vitality. Specifically, it would
affect my city"s future drinking water needs.

Indeed, implementation of a recently updated
Turlock general plan is contingent on obtaining water from
the Tuolumne River. Unimpaired water flows released from
the Tuolumne River will have adverse impacts on Turlock.

I therefore encourage you to consider a more comprehensive
and even scientific approach involving all stakeholders,
including my city of Turlock.

So Mr. Chairman, | request the Commission
consider my comments before adopting the SED. The Central

Valley and its residents®™ water needs must be respected in
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your decision. Thank you for listening to me and for
having us up here in Sacramento. Thank you.

MR. BOYD: Thank you, Mayor Lazar. You also
heard from the past two presenters, sort of the original
envisionment of the irrigation district model were small
family farms. Certainly, it"s no different in Turlock.

IT you look at the parcel break down, nearly -- over 4,000
of our 6,000 parcels are 20 acres or less. There is not
really corporate farming as we think about within
California within TID. And when you consider the SED is
fallowing farmland, it"s really difficulty to imagine
people with 20 acre parcels being able to fallow a portion
of i1t independent of whether their crops are permanent or
temporary. And much like Modesto, many of our crops are
permanent tree crops.

And it"s also my personal belief that what has
been called low-value crops, as was stated earlier, go to
support the dairy industry. And I view those cows as
permanent crops. Without the food, cows will die. And if
they -- they will either have to be shipped away, or food
brought in. And so I considered cows at you as permanent
crops as | do trees.

It"s interesting when you look at the aggregate
of all of those 20 acre parcels and the remainder on the

chart, they support a billion dollar local ag industry.
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And when you aggregate that and combine that with the
support industry, you see that they are sort of
inextricably linked together. And 1°ve asked Mike Brem
from SubHerb Farms, a herb processing plant within
Turlock, to sort of to talk about that link, and why it"s
important to him.

MR. BREM: Thank you, Steve. Thank you,
Mr. Chairman, members of the Commission. Two disclaimers
first of all. 1 can®t claim in any way Colin Kaepernick.
He doesn"t work for us nor does his family, but he"s a
good kid and, he®s from Turlock. And I have no fancy
charts to put up for you either. 1 know that disappoints,
particularly Mr. Chairman too but --

SupHerb farms is not a nut processor, and it"s
not a dairy. We"re actually a culinary herb processor.
We grow, harvest, process and sell frozen herbs to food
processors and food service customers throughout the
world. And you might say, "Well why are you in Turlock?"
Well, we"re in Turlock because that"s the only place, that
little geographic area within about a 40 mile radius, is
the best place in the world to grow culinary herbs. And I
don*"t know care where it"s at in the world, that®"s the
best. And we"re there for another reason is because of
TID. We get reasonably priced electricity and water from

TID, and that®s why he started this business here 21 years
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ago.

All of our raw material comes from about a
40-mile radius of our factory. Water is vital for our
crops which have an economic ripple. As you know, farm
suppliers, farm equipment, and most importantly jobs,
jobs, jobs, which are vital in our area. SupHerp Farms is
very committed to sustainability. We have recently been
certified as GLOBALG.A.P, Good Agriculture Practices,
which is quite an achievement In our business. All of our
raw product is recycled.

We"ve partnered with TID in 2010 for a 165,000
kilowatt solar system. 1 still think it"s one of the
biggest ones in Turlock, and we have determined our carbon
footprint over the years. We know what it is, and we are
trying to reduce that carbon footprint. 1 think not only
is SupHerb Farms a good steward of the environment, but
TID has been a good steward of the environment as well.
And we are always proud to be partnered with them in those
situations.

Electricity is one of our largest cost
components. We are one of the biggest electrical users in
TID. We have been forced with rate increases, to fund a
lot of sustainability projects that TID has taken on
primarily because of AB 32. We"re in a business where we

can"t pass costs along to our customers. Quite honestly,
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they don"t care about what happens in TID and our
electrical rates. They just don"t care. We have
competition from throughout the world, and we have to
remain the competitive. It"s a very difficulty situation
for us, and we would hope that the Board really consider
other alternatives than what"s been proposed today. So
thank you very much for your time.

CHAIRPERSON HOPPINS: Thank you.

MR. BOYD: And the final slide for you, you“re
going to hear this afternoon about a lot of stressors on
salmon and the fisheries. And I just want to point out
one sort of in setting the stage for others for
Mr. O"Laughlin this afternoon. When you look at
escapement related to outflow in the basin, New Don Pedro
was completed and operational in 1971. And when you look
at the chart on the left, it"s a comparison or a
relationship between outflow and salmon escapement. And
when you look at that, you can see that there*s about a 50
percent relationship between flow and escapement.

In 1997, we entered into a FERC settlement which,
in rough terms, doubled the outflow requirements in the
basin for New Don Pedro. The result is a 30 percent
relationship in flow to escapement. You heard yesterday
that the Tuolumne River is one of the most studied rivers

in the sate. We"ve been doing salmon spawning surveys and
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escapement surveys since 1951, and 1 would encourage you
and your staff to work with us. It"s in all of our best
interests for healthy fisheries, but flow is not always
the answer. You“"re going to hear more on that later
today. And with that, we would encourage you to take a
look at the science and consider a more integrated
approach to solving the State"s issues. Thank you.

CHAIRMAN HOPPIN: Thank you. How are you doing
over there?

MR. O"LAUGHLIN: Okay. Next up is the City and
County of San Francisco, and Donn Furman will introduce
the participants and lead the panel.

MR. FURMAN: Good morning, Chairman and Members
of the Board. My name is Donn Furman. [1"m the deputy
city attorney with City Attorney"s Office of San
Francisco. | am here representing the County®s utilities
commission. First, we want to thank the Board for the
opportunity to be here today and also allowing us some
additional time with the panel. Our conversation -- or
our discussion is basically going to in adequacies of the
SED. We have thoughts about which of the alternatives you
should choose, but we don"t plan on sharing with you
today. That will be the subject, 1 assume, of another
hearing.

We had two main problems. The SED misrepresents
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how the water bank account works that San Francisco has
with the Districts of Don Pedro. And the second issue,
which is much more important, is it fails to disclose and
analyze the impacts of your proposed lower San Joaquin
River objectives on the Hetch Hetchy water supply on the
economy of the Bay Area. We have other concerns, which we
will give to the Board in written comments, but we"re just
going to focus on those two areas first.

We"re going to cover the following areas, then
we" 1l cover the -- summarize the San Francisco public
utilities regional water system and the existing and
planned water supplies. 1 think it"s been well over 20
years since San Francisco has appeared in front of this
board, so we thought it might be worthwhile to talk a
little bit about who we are and who we serve and how we
get our water. | am going to describe the Raker Act and
our agreements Modesto and Turlock irrigation districts.
Dan Steiner, who is a consultant to the city, will
describe the water supply impacts to San Francisco of a 35
percent unimpaired flow requirement during February
through June, and then David Sunding, who is also a
consultant, will discuss the economic Impacts of water
shortages that we would experience from 35 unimpaired flow
objective.

I now get to make the legal disclaimer -- | was
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going to make a joke here, but I"m not going to. My,
counselor, my partner to my right, said it was in
extremely. Well, if you have an erection that lasts
longer than eight hours you should see a doctor. But
anyway, that"s the wrong disclaimer.

Consistent with the SED"s purpose to bracket the
worst case assumptions and scenarios, we"re going present
a view of the Raker Act in the Fourth Agreement which is
basically held by the districts and has been evaluated by
FERC both in the 1995 in an environmental impact
statement, and also during 2009 in the ALJ. However, in
presenting this, 1 want to make the case that this
interpretation of the Raker Act and the Fourth Agreement
doesn"t mean we waive any arguments to argue something
different in a future proceeding. It"s one that"s in the
public. We wish to present it to you today. We believe
it presents the worst case scenario. In that sense, It°s
consistent with your staff"s approached to pry to analyze
worst case scenarios in the SED. And with that 1 will
turn it over to Ms. Levin.

MS. LEVIN: Thank you very much. I am Ellen
Levin. 1 am the deputy manager for the water enterprise
at the San Francisco Public Utilities Commission which is
a department of the City and County of San Francisco.

We own and operate a regional water system that
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serves 2.6 million people in San Francisco, San Mateo,
Alameda, Santa Clara, and Tuolumne counties. The system
is currently delivering an annual average of 238 million
gallons per day. 85 percent of the water delivered is
from the Tuolumne River through the Hetch Hetchy
reservoir, and 15 percent is from combined Alameda and
Peninsula watersheds through five reservoirs, which is
Calaveras, San Antonio, Crystal Springs, San Andreas, and
Pilarcitos. Important to note, however, that during dry
years, the Hetch Hetchy system can be responsible for
providing up to 93 percent of water that is supplied to
customer during droughts. So those local watersheds are
not generally productive in dry years. The Hetch Hetchy
system also generates a peeking capacity of 400 megawatts
of hydroelectric.

Okay. The regional water system is operated
under a water fTirst policy which is codified in the water
code, San Francisco®s charter, and also San Francisco"s
water supply agreement with its wholesale customers. What
this means is that we primarily serve and meet water
supply. Our hydroelectric generation is a byproduct of
that deliver.

The SFPUC has level of service goals. One of our
level of service goals is in non-drought years through

2018 to meet a demand 265 MGD. But in drought years, we
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have an objective of 80 percent reliability, which means
no greater than 20 percent rationing in any one year.
This means that all of our water supply planning has us
planning only to reach 80 percent reliability, not 100
percent reliability. This is a decision that our
commission made in 2009.

In addition in meeting that reliability goal, the
level of service goal is to improve the use of new water
sources and drought management, including groundwater,
recycled water, conservation, and water transfers. The
water supply agreement that we have with our wholesale
customers contains a water shortage allocation plan for
shortages up to 20 percent, and 1°11 get into a little
more detail of that later.

Here is a map of our water customers. We provide
retail water service to the City and County of San
Francisco, Lawrence Livermore Labs, the San Francisco
International Airport, and various other small customers
outside of San Francisco. Our wholesale customer service
area includes 27 wholesale customers, and you see there in
Alameda, San Mateo, and Santa Clara counties.

BOARD MEMBER MARCUS: The first order out of this
is we get a new mouse for this room.

MS. LEVIN: San Francisco®s retail demand in the

last Tiscal year was 78 million gallons per day, and that
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was 96 percent of which came from the regional water
systems supplies, and 4 percent from groundwater. Our
wholesale customer service area demand was 221 MGD, and 64
percent of that came from the regional water systems.
Since 1970, San Francisco has provided about 65 percent of
the wholesale customers demand. The remainder of the
demand comes groundwater, recycled water, surface water,
and from other sources, principally the State Water
Project and the Santa Clara Valley Water District. To
note, 14 of 27 wholesale customers get a hundred percent
of their supply from San Francisco.

Here 1 just wanted to point out what our gross
per capita. We do see water use in our service area as
highly efficient. Here you see San Francisco®s retail
gross per capita use is 85.5 gross per capita per day,
which is about half of the state average which is about
160.2 gross per capita per day. Our wholesale customers
are slightly higher but still about 20 percent below the
state average. Where the City of Sacramento is 20 percent
above the state average. So again, highly efficient water
use in our service area

Her again just to show you what our per capita
water use in the context of SBx-7-7 and our peers. This
is provided by the California Urban Water Agency Water

Supply Reliability Report. And as you can see, San
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Francisco is well below the average per capita use
throughout the state. And we in fact don®t have a water
use target prescribed by SBx7-7 because we were below the
100 gallons per capita per day, but we have a goal of
achieving another 22.1 MGD of conservation savings by 2035
despite where we are today, and that would be through
passive and active conservation.

Despite our highly efficient use in the service
area, we do experience shortages right now as a result of
drought, and with future demand coming on anticipate
shortages. So our water shortage allocation plan that we
have with our wholesale customers allocates water between
retail and wholesale customers. The allocation plan
describes that allocation up to a 20 percent shortage.
However, the wholesale customers have an allocation
agreement amongst themselves and certain wholesale
customers can experience up to 40 percent rationing when
our regional water system has a shortage of 20 percent.

San Francisco is iIn embarking on, and has been
embarking on, a program to develop water supplies to meet
these shortages and to get us to 80 percent reliability.
There is also future demand, both the retail and wholesale
customers will have demand growth, and that requires the
development of water supplies to meet that future demand.

As 1 said, the SFPUC has been embarking on
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several projects to meet the current water supply
shortfalls during drought and future demand. We have
recycled water projects under development. We"ve been
investigating non-potable supply development in San
Francisco including graywater reuse, rainwater harvesting,
stormwater recapture, and foundation drainage. Our new
headquarters building actually has a living machine, so in
fact we are moving forward with many of these programs.

We have a pretty good rate of participation in our
rainwater harvesting program. We also have groundwater
development in San Francisco. Moving forward, we just
released our draft environmental Impact report on a new
groundwater program in San Francisco that would provide
potable supply.

Obviously, water conservation continues to be a
major program for meeting future demand and offsetting
future needs. We have a conjunctive use project, which we
hope our draft DIR comes out within the next couple of
weeks, that looks at a conjunctive use project in the
Westside basin. This will provide the ability for a dry
year water supply during drought. And we"re also
investigating regional desal. Water transfers has been an
important component of our portfolio. We attempted to
negotiate a water transfer with Modesto Irrigation

District in this last year, and were unable to reach
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acceptable terms between our commission and the board. So
we"re still looking, but it"s an important element for
jJust meeting really our drought needs now.

Our wholesale customers have also been very
active in developing alternative supplies. Like I said,
they have their own set of needs. Their shortages during
droughts can often be, as | said, up to 40 percent when
the regional system is at the 20 percent rationing. And
they also have future demand. They are implementing and
have been implementing recycled water and groundwater
projects for many, many years. They are looking at new
opportunities to expand those projects. Also local
capture and reuse, including rainwater harvesting and
stormwater capturing, graywater reuse. Lots of activity
in their conservation programs. They have some
desalination projects that they"ve been investigating that
are both coastal, bay water, and brackish groundwater
desal, and also looking at water transfers.

So hopefully that gives you a little bit of a
background of who we are, and 1 am going turn it back over
to Donn to now talk about the Raker Act and Fourth
Agreement.

MR. FURMAN: Great. Thank you, Ellen. Just for
those that don"t know what the Raker Act is, the Raker Act

was a federal law past in 1913 that allowed San
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Francisco -- or granted to San Francisco rights-of-way to
build the Hetch Hetchy project in Yosemite National Park
and Stanislaus National Forest. When the act was past, it
had many, many conditions attached to the right of
those -- or conditions to those rights-of-way. One of the
most important which is that San Francisco releases water
to meet the prior water rights of both Modesto Irrigation
District and Turlock Irrigation District whenever such
water can be beneficially used by the districts.

San Francisco in addition releases an additional
66 cubic feet per second to satisfy other prior downstream
water rights that are now included within the Districts
water entitlements. The entitlement is determined on a
daily basis. It"s determined at La Grange Dam. It"s
determined by a calculation of natural daily flow. The
natural daily flow defined as that flow which would exist
in the river in absence of any dams. The release
requirements that we currently have to meet the district
entitlements is 2,416 cfs or natural flow, whichever is
less at any time, or 4,066 cfs or natural flow, whichever
is less, for 60 days from April 15 to June 13.

This is the graph that depicts how that works on
the river. This is the period 1986 through 1987. The red
solid line you see going across, the lower part of that

line represents 2,046 cubic feet per second. The top end
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of the hat represents 4,066 cubic feet per second during
the 60 days 1 previously discussed. Everything that you
see under -- and the blue line is the daily hydrograph on
the river or daily calculation of natural flow.
Everything you see above the red line belongs to San
Francisco, but everything below the red line belongs to
the Districts themselves.

A couple things to note about that. |If you can
see, the City"s entitlement -- and this is drought period
of time. I chose this specifically to depict the effect
in a drought period in 1987 through 1992. And as you can
see, the blue line rarely goes above the red line during
those periods of time. 1989 it did; 1991 it did. But it
rarely goes above that line. And it also happens to be
the period of time in which you are considering a 35
percent unimpaired flow requirement be applied to the
lower part of the river from the Tuolumne.

The next slide depicts it the effect of that
during that same period of time, 1987 to 1992. The solid
blue column blue represent the total Tuolumne River runoff
within that year. The green column directly next to it
represents, the entitlement water available to San
Francisco during that period of time. The green line
going across represents the average during the drought, or

roughly 151,000 acre-feet, which represents about one half
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of the water we divert to the City for serving those 2.6
million people. Vastly simplified, if the water bank were
full -- and 1711 discuss a little more about the water
bank in a second -- we"d drain the water bank by the end
of the drought, if not before.

This is slide four. We talk a little bit about
the Don Pedro project. At the time the Hetch Hetchy
project was being considered, there were several elements
to the project including additional dams within the water
shed. There"s a long history between the irrigation
districts and San Francisco. We have not always
cooperated as well as we do today. We have a series of
agreements that settled lawsuits that we had for 30, 40
years over how to deal with our respective water rights.
Those are now embodied in four agreements that kind of
define our relationship.

The most important of those agreements is the
Fourth Agreement, which deals with Don Pedro. San
Francisco paid well over half the construction cost of Don
Pedro. That was in order to be able to have the ability
to prerelease to the districts their Raker Act
entitlements. That Fourth Agreement sets the obligation
between the parties. The Districts own and exercise
exclusive control of all the water released by Don Pedro

reservoir. The City exercises no control. We don"t have
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the ability to tell them release another 35 cfs on this
day; don"t release 35 cfs. The water iIn the reservoir
belongs to them. They hold all the water rights at the
reservoir. Many of those water rights were received from
you when they applied for the rights to build the project
and control water. San Francisco has neither the right
nor the ability to physical divert water from Don Pedro
reservoir nor Hetch Hetchy reservoir.

The most important benefit to the City out of the
construction cost that we contributed and our agreement
with the Districts was the ability to be able to establish
the water bank. The City basically pre-releases water to
the Districts that they then store in that reservoir and
can draw and use as they see Fit. The water bank allows
San Francisco to deliver water to itself at a time when it
otherwise would have to bypass flows. In the absence of
the water bank, the Districts would be entitled to the
Raker Act entitlements, and the City would either have to
bypass it through its reservoir or release it.

I am going to give a brief description of the
water bank because it"s confusing. 1°d be happy to
explain in more detail later, but 1 just want to give an
example to give you a flavor for how it"s administered on
a daily basis. We have the ability to get a credit in the

water bank on a daily basis. The water doesn®t belong to
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us, but we get credit against the Raker Act requirements.

So for example, if the river is flowing -- the
calculated unimpaired flow at Le Grange, natural daily
flow -- is calculated to be 2,000 cfs and there®s 2,500
cfs coming into Don Pedro, the City gets during that day a
500 cubic feet per second credit into its water bank. If
on the other hand only 1,500 cfs is flowing into Don Pedro
and the calculated District entitlement is 2,000 cfs, the
water bank s reduced by 500 cfs. Basically, that®s how
the water bank works on daily basis. The city"s control
of the water bank can be achieved through operation of its
own project, but once the water is in the reservoir, it
belongs to them. It"s theirs to do with as they see Fit.

One of the points that 1 want to make about that
is we -- because of that graph that you saw, we"re very
heavily dependent on storage, system storage, including
the water bank. Even though we don"t have the right to
store there, it allows to us take more water at Hetch
Hetchy than we otherwise could to deliver to the Bay
Area. Because we"re so heavily on storage, when you hit a
period of time like 1987 to 1992, the drought period, we
draw very heavily on that storage over time because our
entitlements are so low.

San Francisco may have a maximum water bank

balance at any time of 570,000 acre-feet. It"s quite a
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bit of water. We have a right to an additional credit of
170,000 acre-feet, but only during the period of time that
Don Pedro can encroach into the flood control space.
Generally, that"s a period of time between April 27th and
October 7th. And the reservoir has to physically

encroach. So if the reservoir is down at 1 million acre-

feet, and we go up from there until we actually get into
the top 360,000 acre-feet -- 1°m sorry, until we get into
that top 340,000 acre-feet, we don"t have a right to an
additional credit.

We can”"t have a negative account in the water
bank without the Districts” prior consistent. 1 should
point out that we requested the right to do in 1990, and
the Districts refused. They have good reasons for
refusing when they do 1"m sure, but it"s not a wink wink,
nudge nudge arrangement with the Districts that we can go
negative whenever we choose to. We do have to ask for

prior consent, and the Districts do have discretion to say

no.
One of the reasons we"re here today is that one
of the issues that remains from our four agreement is that
there was concern about what future fish flow requirements
might be under FERC orders. And the City and the
Districts agreed that if the Districts® water rights were

being impacted to meet future fish flow requirements
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imposed by FERC, that there would be reallocation of
storage credits in Don Pedro, 51.7 percent to the City and
48 percent to the Districts.

I want to point out a few statements that appear
in your document that are a problem, and we"ll giving you
written comments to address them. One of the them, of
course, is that San Francisco has the right to store 740
acre-feet in Don Pedro. That should be 740,000 acre-feet
per year. We don"t have the right to store 740,000
acre-feet per year in Don Pedro. We have a very brief
period of time we"re able to do that, and we"re not able
to carry it past October 7th. With our water first
operation, we try to maintain our upper reservoirs as high
as we possibly can at the beginning of the year.

Two other statements appear in your document.

CHAIRPERSON HOPPINS: Can | interrupt you a
second? You“"re unable to carry any credit into the
following year; is that correct?

MR. FURMAN: We can carry 570,00 acre-feet clear
through the following year. At any time we have a maximum
of 570,000 acre-feet, but we can"t carry an additional
170,000.

CHAIRMAN HOPPIN: IFf there"s excess there, it"s
surrendered.

MR. FURMAN: Right. 1It"s surrendered by the time
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that flood control comes back into play.

There®s two statements that appear iIn your
document, and there may be analysis on these, but we
haven t been able to find it. The first one that"s a
concern for us is that some portion -- and there"s an
acknowledgment that there can be a shared responsibility
with San Francisco. "Some portion of the increased flows
from Don Pedro could be shared by CCFS. This may require
changing the water bank account but would not likely
interfere with CCSF diversions because its share of water
rights is usually greater than the aqueduct diversions."
That®"s on pages so indicated.

The seconds statement is, "The water accounting
for New Don Pedro Reservoir would likely modified by the
Lower San Joaquin River alternative, but the upstream CCSF
operations are excepted to be unchanged."

I am no going to turn this over to -- one more.
Just to recap because you wanted us to do this. There are
some misstatements about how the water bank account works,
and we gave you some comments on that. And the second
issue is a key issue for us where we think the SED is
inadequate is because it fails to analyze the effects that
reduced Hetch Hetchy water supplies would have on the Bay
Area based on the proposed alternative to have 35 percent

of unimpaired flows from Don Pedro. Again, our disclaimer
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is here, and I would like now to turnover to Mr. Steiner
and Mr. Sunding to explain more.

MR. STEINER: Chairman and other members of the
board, my name Dan Steiner. You"ll being hearing from me
later on behalf of Mr. O"Laughlin and the Tributary
Authority. 1 also do work for the individual members, and
in this case for San Francisco.

You have heard our explanations of -- these
slides here just represent a recap of what Mr. Furman and
Ms. Levin have been talking about. My role in this
discussion is to try to explain how the implication of the
additional flow requirements in the Tuolumne River could
have a trickle up effect to the San Francisco water
supply.

There has been explanation already regarding the
reliability criteria. This has been talked about how
there is a goal, objective for level of service of 80
percent reliability. That all trickles into my type of
world where 1 do water modeling in trying to explain how
much water is available to San Francisco for delivery
throughout dry cycles and all other years. As Ms. Levin
said, the water supply is originating for deliver is from
their local watersheds and from the Tuolumne River.

During the planning process of trying to explain

what reliability to San Francisco customers is, | go
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through my typical modeling efforts in trying to balance
supplies with delivers and finally provide set of
procedures and rules to try to define what is -- how will
the water delivery look to San Francisco across their
drought cycles, and then apply those procedures across the
rest of their planning sequence, many years just like the
SED does. These procedures essentially balance water
supply of all water available to San Francisco and
delivered out in a fashioned form that makes sense
essentially to provide a sustainable, reduced sustainable
but not essentially erratic, or horrible effecting type of
supply to where you maybe you have a hundred percent
delivery in one year while you"re supplying a hundred
percent supply in another. That"s part of the process of
developing a sense of procedures, how you manage your
water supplies across drought.

As 1°ve noted up here, part of that procedure is
that they have adopted a planning -- a drought planning
sequence, which encompasses the 1987 to 1992 drought,
which is the worst sequential drought in the record
history for San Francisco"s water system. Essentially
what it does is it looks at all the supplies that are
available, and including their storage coming in out of
1986, which was a bumper years -- doles it all out on a

fashioned, programmed type of sequence to try to levelize
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deliveries to the customers.

The point to be made is during that procedure,
and the results of the studies, that second bullet Kicks
in. And that is 1 have accounted for all supplies
available to San Francisco, the direct runoff that occurs
in a year, how much the San Francisco system has as its
supplied portion from the Tuolumne River, all of the
storage it has available at the beginning of the drought
which is full, and it draws it all the way down to zero by
the end drought. So I"ve effectively doled out every drop
available to them across the drought sequence, and the
remaining result of how much delivery they have to their
customers.

At the current level of demand, which is 238 MGD
per year, that equates to during the six year draught,
that you can get away with delivering essentially a
hundred percent in the Tirst year of the drought, 1987.
But for the five remaining years, you have to have a 10
percent cut on your delivers.

CHAIRMAN HOPPIN: Just as a matter of curiosity,
Ms. Levin explained that the outside customers, the
commercial accounts, 1| think you referred to them to, had
a contingency plan where in drought situations say a 20
percent cut, they would take a 40 percent cut. Does that

mechanism absorb the impacts to the municipal component of
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your deliveries?

MS. LEVIN: So that"s for our wholesale
costumers, which serve commercial, industrial, and
residential, and David Sunding will talk a little about
how much of our water is used for those different
purposes. But what happens is that when we have a 20
percent shortage on the regional water system, or a ten
percent shortage, we allocate a share to the retail
costumers and a share to the wholesale customers.
Wholesale customers will deal with a pool of water from
San Francisco. There®s 27 of them. They then have to
allocate that pool of water to all 27 of them. And in
doing so, some of the customer end up having to take up to
40 percent shortages.

Their allocation is a little complex, but it"s
something they agreed to on their own. So they are
developing additional water supplies to handle the
shortages that they are going to experience as that pool
of water that we"ve given them is allocated amongst them.

CHAIRMAN HOPPIN: Thank you.

MR. STEINER: How I proceed with trying to figure
out what would a shared responsibility to San Francisco of
an additional flow requirement on the Tuolumne River is
explained in this slide. You"ll hear later how I also

evaluated that from a San Joaquin tributary for the other
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two tribs also, but this is effecting essentially the
Tuolumne River portion of that later discussion.

What 1°ve done is looked at a spot of the
preferred alternative at this point, which was, |
understand it"s a range from 25 to up to 45. 1"ve picked
the preferred alternative that starts at 35 percent as my
example here. And what I did was look at -- as Mr. Fermun
explained, there is that clause in the Raker Act, the
Fourth Agreement, that talks about shared responsibility
potential and that San Francisco could be responsible for
52 percent of incremental --

BOARD MEMBER SPIVY-WEBER: Can | ask a question?
Are you saying 35 percent would come out of the Tuolumne?

MR. STEINER: No. I am saying that the
Tuolumne®s -- the proposed, or the preferred alternative |
should say, selects the 35 percent unimpaired flow
requirement February to June be applied on the Tuolumne
River.

BOARD MEMBER SPIVY-WEBER: 1Is that right? |
thought it was a portion of the -- okay, thank you.

MR. STEINER: And what 1"ve done is applied the
totals requirement for the Tuolumne River to then an
application to a shared responsibility of San Francisco.
And how 1 do that math is that 1 am looking at the

existing flow requirements on the Tuolumne River, which is
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explained by the FERC 1995 settlement agreement. And that
is my baseline, as far as what is required on the Tuolumne
River, then 1 apply the preferred alternative®s 35 percent

flow requirement as what does it take additionally to get

from the existing FERC to get to the preferred alternative
flow requirement. That establishes the total flow
increment needed from the Tuolumne River, and | am doing
this during the 1987 to 1992 period because that®s what
plays into San Francisco reliability criteria at this
point.

When you do the math, and the second bullet
explains that incremental difference on the Tuolumne
during that period to moving up to the preferred
alternative, 35 percent selection, costs -- or it
increases the flow requirement during those six years by
an average of 216,000 acre-feet per year. The current
number is somewhere around a 115,000 acre-feet for the
current FERC requirement average during those six year.
The preferred alternative raises that by 216,000 acre-feet
per year, and that"s during the February to June period.

Doing the math -- again, if we go along with the
scenario. The third bullet explains that 1 then take that
216,000 acre-foot per year incremental requirement for
releases, apply the 52 percent which is the potential

exposure to San Francisco under the Fourth Agreement.
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That results in then that shared responsibility, 111,700
acre-feet per year average out of San Francisco system
during that dry period.

These are average numbers. | don"t particularly
like average numbers. It"s always different from year to
year, but during the drought time it"s pretty even across
the board for the six years. But what | have assumed at
this point, the spread, deficiency, additional call on San
Francisco®s system across all six years of the drought.

To give you a little feel for the incremental
flow requirements that are suggested by the 35 percent
requirement, this slide shows for the six years I™m
talking about. Years one through six relate to 1987 and
1992 in the drought year sequence. The blue bars are
showing you the annual flow requirement under the current
FERC requirements on the river, existing conditions
essentially to say. The orange bars represent the
application of the 35 percent unimpaired flow requirement
to the Tuolumne River. These are relating to flows in the
lower Tuolumne River. Again the difference between the
bars are what 1 come up with, that 216,000 acre-foot
number, and then I apply 52 percent of it to come up with
the suggested San Francisco share.

Here"s the math by myself. What you"ve got is

just several rows of over -- again, | am expressing this
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as year one through year six. The top row expresses the
current existing the demand on the San Francisco system,
which is 238 MGD average during the year. The current
existing shortage, as is explained previously. The 238 is
full demand that"s needed for delivery at this point. The
existing shortage under the criteria expressed that the
first year there would be zero shortage needed, and then
ten percent per year thereafter for the following five
years. The existing delivery then, if you would apply
that shortage, is the next row, again 238 MGD. There is
no shortage in year one. 214 MGD is what would be
delivered in the next Five years of the analysis. The
next row does the conversion we need to move out of MGD
and move it into acre-feet to make units compatible. It"s
really just expressing that 238 MGD is really a delivery
of 266,600 acre-feet in a year. And so forth, 239,000
acre-feet per year thereafter. That"s existing condition
that"s out there at this point.

The next does the math of the incremental
analysis of the additional flow requirements. The
additional reduction, as we went through before, is
111,700 acre-feet. Again, during this period, 1"ve
already had an existing system that was drained to zero at
the end. If there"s additional call for water, it can"t

go out the pipe. It has to go down the Districts to the
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river, and that"s what the 111,000 acre-feet. It just
can"t be in two places at one time. It"s going to go down
the river rather than out the tube to San Francisco.
That®"s what the 111,000 acre-feet represents is it has to
come out of San Francisco"s supply. There"s still going
to be broke at the end, and they just can®"t put as much
water through the San Joaquin pipeline.

So all this is doing is doing the math and
illustrating that the water is going to go down the river
rather than to San Francisco. And the result is then all
you have left for delivery is the 154,900 acre-feet in the
first year, 128,000 acre-feet per year thereafter.

Which then comes into showing how much delivery
as compared to original delivering 238 MGD the first year
with no deficiencies, you"re now down to delivering only
138 MGD, which is a 58 percent supply as compared to 100
percent supply, or reduction of 42 -- an incremental
reduction of 42 percent reduction in deliveries in that
year. After that, it"s essentially a 52 percent reduction
in deliveries as compared to full deliveries. It"s quite
a devastating reduction in supply.

Any questions on the math?

MS. RIDDLE: 1 do have one question. Ms. Levin
indicated that in the drought period that they generally

plan for a 20 percent reduction in deliveries. Have you
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modeled it showing the 20 percent rather than the 10
percent?

MR. STEINER: This analysis is a movement from --
Ms. Levin talked about the fact that the planning goals
have a 20 percent reduction. That is associated with a
265 MGD base demand, which is what the planning documents
that we worked on during the water supply improvement
program occurred. We have a lesser demand, the 238 rather
than 265 just as a matter of happenstance, what has
happened with the economy in the past few years. So yes,
I have an analysis. | don"t have it here, but the same
analysis goes. The level of resulting deficiency is
comparable to that bottom row still. You"re just changing
the baseline from what you"re evaluating. Either way it
is the 111,700 acre-feet reduction, no matter what level
of demand you"re at right now.

MS. LEVIN: And 1 think that you are asking did
he run the analysis at a demand of 265 MGD when we
experienced 20 percent rationing. Was that your
question?

MS. RIDDLE: I think he answered my question.

The baseline was different for your 20 percent assumption
versus what he"s run here which was with the lower
delivery baseline, so there"s already some reduction in

supply built in for his baseline.
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MS. LEVIN: So I think -- so our commission
adopted a reliability goal of 80 percent delivery during
dry years regardless of the demand. At the time that they
adopted that goal, we were looking at serving a demand of
265, which in serving the demand of 265 MGD during this
drought period, we would have 20 percent rationing.

MS. RIDDLE: So 1 think what you"re saying is
given that current demand is maybe at 238, that perhaps
this analysis could be redone at a 20 percent assumption
and reduce deliveries per your commission®s agreement; is
that correct?

MS. LEVIN: So what you"re saying is that you
would want to see the baseline of 238 MGD reduction up to
20 percent?

MS. RIDDLE: If that"s a correct assumption. |1
don"t want to -- you know best what your --

MS. LEVIN: Based on our current supplies and
this demand of 238 MGD, we do not incur greater than 10
percent rationing during this drought period.

BOARD MEMBER MARCUS: But you do have an
agreement that plans for that; is that correct?

MS. LEVIN: Yeah. We are doing better than our
reliability goal because our demand is so low.

MS. RIDDLE: Okay. Thanks.

MR. STEINER: Yes, | am done.
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MR. SUNDING: Mr. Chairman and members, good
morning. Nice to see you again. So 1°d like to talk
about some of the economic implications over a range of
shortage that Mr. Steiner talked about. First for some
context to understand a little bit about where these
numbers come from. The SFPUC regional water system
provides retail delivery to City and County of San
Francisco and wholesale delivery to three other counties:
Alameda, San Mateo, and Santa Clara.

So some basic numbers. In the City and County of
San Francisco there are about 147,000 residential accounts
and about 21,600 non-residential accounts. Looking at the
wholesale customers, the 27 wholesale agencies, they serve
a population of about 1.7 million people with about 30,000
commercial and industrial accounts. Now, the composition
of demand on the regional water system is somewhat
different than you see in other urban water utilities in
California in the sense that the residential component of
demand is somewhat lower. It"s about 60 percent. You
more normally, you see thing in the range of 70 to 80
percent. There is higher than average commercial,
industrial, and government demands. Together those total
about 40 percent.

Of course, San Francisco, the county served by

the regional water system, is one of the largest centers
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of economic activity in the country. In the whole service
territory there are fTirm with about 1.6 million people on
the payroll. Those firms produce about $280 billion in
goods and service every year. And of course, this is true
for other cities in California as well, due to the semi-
arid climate, economic activities in the San Francisco Bay
Area is largely dependent on imported water supplies.

So how can one characterize the economic
significance of the kind of shortages that Mr. Steiner
jJust talked about? Well, the proper metric depends on the
sector that we happen to be talking about. For the
residential sector, water is a consumption good. The
proper measure of the impact is what we economists call
consumer surplus. It"s not a term that we made up for
this study. This is taught to every undergraduate student
in economics in the country.

Consumer surplus is the difference between what a
consumer is willing to pay for a commodity and what they
actually pay. So in the example of water, it"s the
difference between the water rate and what the water is
worth to someone. So it"s the value that"s created by the
fact of consumption. You can think of consumer surplus
change as being the amount of money that a consumer would
pay to avoid an instance of rationing.

Similarly, on the producer side, so this would be
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a relevant metric commercial and industrial contracts.
Producer surplus is basically akin to profit. 1It"s the
difference between revenue and the cost of producing goods
and services. So producer and consumer surplus are sort
of the theoretically correct welfare measures to use to
measure economic impact. Now, there are other metrics
that are important too. Jobs is really the currency these
days. What would be the impact on employment of say
something as dramatic as a 50 percent rationing scenario,
but we could also look at impact on the amount of goods
and services that are sold every year in the economy, so
the amount of economy activity.

To get at these important questions, we developed
a very large economic model of water demand and supply in
the area that"s served by the San Francisco regional water
system. We tried to adopt a comprehensive accounting. We
looked at retail customers within the City and County of
San Francisco but then also the 27 wholesale customers,
cities, and then a couple of investor owned investigator
utilities. We broke down demand into sectors. We looked
at residential, commercial, industrial and institutional
demands. And we also incorporated assumptions about how
the shortage would be allocated. In the Ffirst instance,
between San Francisco®"s -- between the City and County of

San Francisco and their wholesale customers, but then also
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across sectors within each of the retail agencies, even in
the wholesale customers. And that®s important because
many water utilities have a policy to mediate most
shortage through the residential sector. And the idea
being, well there®s some discretionary uses like say lawn
watering and other kinds of outdoor use, so that would be
the first thing you"d want to target.

Well again, it"s important to have a little
context here. Ms. Levin talked about gross per capita
water use, so looking at all water use divided by the
number of people that live in say the City and County of
San Francisco. You know, something like in the range of
like 85 gallons per capita per day. But that®"s much
higher than the actual amount of residential water use.
IT you look at just consumption within the residential
sector of the City and County of the San Francisco,
consumption is more in the range of 50 to 52 gallons per
capita per day, which is very, very low. There is very
little outdoor water use in the City and County of San
Francisco.

So what that means, by the way, is that half of
all households in the city of San Francisco are consuming
less than 50 gallons per capita per day. And to put that
into context, the UN recommended minimums -- things rarely

you come into play in California -- but UN recommend
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minimums for personal hygiene and sanitation are something
in the range of 13 gallons per capita per day. So
something like a 50 percent rationing scenario applied
straight to the residential sector in the City and County
of San Francisco would be essentially impossible.

So a little more detail about the model just to
give a sense of where these numbers come from. We did a
detailed statistical analysis of demand to get to
estimates of these changes in consumer and producer
surplus focusing on the residential sector. Again, that
accounts for 60 percent of water use in San Francisco and
the areas served by the regional water system. And even
accord to assumptions that we"ve made despite what 1"ve
jJust told you, we still target the residential sector
first. Particularly for the wholesale customers, there is
more water use outdoors than there is in the City and
County of San Francisco, but we did target this sect
first.

We estimated detailed demand relationship for
residential water use for the retail and wholesale
customers, so essentially we looked at variations across
cities. Cities have different levels of income and rates
and climates. And then we looked variation over time to
see what would happen in the city of Palo Alto when water

rates have gone up in the past, what was the demand
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response. And this is all very important to get at the
notion of demand elasticity or what would consumers pay to
avoid a given level of shortage. And these are
techniques, by the way, that are very common in all kinds
of utilities. When PG&E or Southern California Edison do
their reliability planning, they use methods that are
very, very similar to this.

So in terms of the results, we have a range of
shortages here that are assumed anything from 10 to 50
percent. Now, we"re looking at the losses iIn consumer and
producer surplus. 1711 get to the employment and economic
activity in a minute. But with something like a 10
percent shortage, these are losses per year, so the amount
of money that consumers and businesses would pay to avoid
a 10 percent shortage in the regional water system would
be about $50 million just for one year. And that number
goes up, of course, more than proportionally. When you
get to 50 percent rationing, then the number is something
like half a billion dollars per year.

And of course, what ends up occurring because you
start to hit these sort of basic sanitation thresholds in
the residential sector, particularly in the City and
County of San Francisco, more and more of the shortage
gets pushed into commercial and industrial uses. There"s

certain uses like hospitals, for example, that are very
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difficult and probably very unwise to cut. What that
means is that more and more of the shortage spills over
into sector that do have some flexibility. So a 50
percent rationing for a particular sector might understate
the actual amount of the cut, which is why you get to
numbers which are very dramatic here and consequences that
are rarely seen in a state like California.

Another way of looking at economic impact is in
the terms of employment, lost jobs, and changes in
economic activity or sales of goods and services that are
produced in the in this region. For something like a 10
percentage shortage, there would be a reduction in
economic activity of about $1.8 billion. This is less
than proportionally. Remember we"re talking about roughly
a $300 billion economy. So a 10 percent reduction in
water availability doesn"t reduce economic activity by 10
percent. It"s much less than that because there are
measures that can be taken short of curtailing output.

But particularly when you get into higher shortage
amounts, 20 percent, 40 percent, 50 percent, then it
becomes tougher and tougher to keep certain kinds of
business operating. It"s very difficulty to run a
shopping mall without air conditioning and bathrooms
available. It"s very difficult to run gas stations or

little manufacturing facilities without adequate water
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supplies. So again, reduction is much less than
proportional, but it does still get up to very, very
significant numbers.

With a 50 percent shortage, you®re looking at
something like $50 billion in lost sales, and to put this
in context, 188,000 jobs that go along with that economic
activity. That would amount to about a 10 percent
increase in the unemployment rate, roughly. So again, 50
percent shortage is very, very dramatic. We"ve probably
never seen a retail water shortage anything like that in
the State of California, but that"s what"s implied by
Mr. Steiner®"s analysis. So that would translate to
roughly a 10 percent increase in the unemployment rate in
the area.

And I point out that the assumption here is that
this just occurs for one year, but there"s the possibility
that these rationing levels would persist. IT this were
to keep up for a period of three, four, five years, |
think it"s very likely that you®d actually see some firms
start to relocate to other areas. And there is some
experience globally with that. For example, with the Kobe
earthquake there was some long-term disruptions in water
supplies and some very good ex post analysis that people
have done in urban planning that suggests a certain number

of Ffirms picked up and moved to Osaka and other
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locations. So this is a real possibility, and 1711 leave
it there. Thank you.

MR. STEINER: So just so summarize, Obviously
Dr. Sunding"s analysis is a worst case of 40, 50, or 60
percent of unimpaired. Just to summarize our main concern
with the SED is you miss the analysis entirely in your
document. 1It"s a defect in your document that we
certainly suggest you fix. We"re happy to work with your
staff to do whatever we need to do to help model these
impacts or share information on these impacts. And

finally, 1°d just like to thank you for your time.

BOARD MEMBER MARCUS: Question whenever your
done. No, no. Part of the -- not that | don"t say thank
you. And it"s nice to see you all after so long. | know
you"ve missed us, so it"s really nice to have the great
City and County of San Francisco here.

Question. 1 am just trying to put this in
context. Number one, part of the purpose of the SED which
is as people are correctly noting is the focus of the
hearing to make sure we get the basic background
information right so that we can use that information as a
basis to then make the decisions that we"re going to be
making down the line. And part of what happens, and
you"ve done It in your assessment, part of it is to look

what®"s your worst case scenario as well figuring out what
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part of the whole process. And you®ve given us a lot of
information, and 1 appreciate the offer to sit down with
our staff which is obviously what needs to happen.

I am just trying to place this in context, which
is to say if you"re saying we, the writers of the
document, missed the nature of your relationship with the
other irrigation districts and how the water would be
allocated. And impact, let"s just assume for a moment
that i1t is correct. Just take it as a given, not saying
it is, but just assuming for the moment. If the impacts
on you are greater, does that then mean that the impacts
on the other districts perceive on them based on our
document are less?

MR. STEINER: 1 haven®t done that analysis.
You"ve looked at a worst case basis of no groundwater
pumping in terms of impact on them, the level of
fallowing. We haven®t done the analysis to see how much
their impact is lessened by us assuming that impact.

BOARD MEMBER MARCUS: So that"s just math of what
we need to figure out. Assuming that was our only
assumption that was the wrong was the allocation of water
between all of you, then by definition the impact on you
being so great -- greater than we thought, would mean it
would be less than we thought on them. That"s just in

gross.
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The other thing is -- the thing that"s
interesting about it -- again, not taking the numbers as a
given but taking the number as what comes out of this
nature of the analysis -- is we will need to be thinking,
not just in this but in the future, about the issue of
what urbans can do vis-a-vis what ag can do because you do
have more flexibility of tools to deal with water the
shortages than ag does.

So I was pleased to hear about a lot of work that
your doing. |1 have a date actually to talk with some
folks about some of your far ranging sustainability
efforts in the next few weeks. And I"m really pleased the
bits about it that 1"ve heard, and 1 am looking forward to
a more full sense of it. So this was all very
interesting. 1 am hoping as we move forward, what when we
need to figure out is how are we getting our worst case
analysis correct for one thing. But also how do we get a
realistic analysis of what"s likely to happen in the
dialogue. And taking all of your information into account
will us help do a better document which is the threshold
we have to get to before we can even consider what we
might do in balancing.

MS. LEVIN: |IFf could just say one thing about
alternative supplies though. What I shared with you today

are pretty far-reaching actions that we"re taking now to
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deal with our current problems under our current
requirements and with future demand coming on. So as I am
sure you appreciate, these sources in supply are not
bottomless. You hit a bottom, and they get very, very
expense and very difficult to implement.

BOARD MEMBER MARCUS: Oh, I"ve done it, so |
know .

MS. LEVIN: 1 just wanted to make assure that
that was in the record.

BOARD MEMBER SPIVY-WEBER: But there®s a
statewide, nationwide, international-wide reduction in
water use particularly iIn urban areas. So it"s a trend. 1
don"t think how long that trend will last, but it is
definitely a trend.

CHAIRMAN HOPPIN: Thank you all very much.
Timmothy, to show | have a thread of humanity in me and
that we do practice recycling, if you"d bring your panel
up here. And we"ll be back in five minutes.

(Whereupon a break was taken, with a change of

reporters.)

California Reporting, LLC
415.457.4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CHAIRMAN HOPPIN: Yesterday, we had a few
public commenters that were not here when 1 called them.
I don*"t know if there are any others here than the two
cards that 1 have, but 1"m going to call the public
ommenters up, and if there are any others of you, if
you give your cards to Sonia in the front.

Jennifer Carlson, would you like to come up?
You"ve got Dean Ruiz, but he"s going to follow
up after Mr. Herrick on the South Delta group. So 1

believe, Dean; is that correct?

MR. JACKSON: That"s correct. He"s on his way.

He was going to follow up.

CHAIRMAN HOPPIN: 1 love it when you agree with

me, John, thank you.

MR. JACKSON: 1 always agree with you.

CHAIRMAN HOPPIN: Okay. Why don"t you guys go
ahead then and we"ll try Jennifer Carlson again. Is
that okay?

MR. O®LAUGHLIN: [I*m Timothy O"Laughlin. 1
represent the San Joaquin Tributaries Authority. Our
next panel, Chairman and Board, we have is Mr. Steve
Knell, the general manager of Oakdale Irrigation
District; Jeff Shields, the general manager of South San
Joaquin Irrigation District, and Connie Hertzfeld for

Stockton East Water District. These are the people who
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currently take and use water from the Stanislaus River.

MR. KNELL: Thank you, Mr. Chairman, Board.
Special thank you to Board Members Moore and Marcus who
came out to our watershed last summer on not too bad a
day.

BOARD MEMBER MARCUS: It was great.

MR. KNELL: Appreciate the time that you took
to come down and spend time on our river. The PE after
my name says that -- limits me to only talking on those
things that I"m experienced in practice in talking on.

CHAIRMAN HOPPIN: That"s unusual around here.

MR. KNELL: Yeah, I was going to get to that.
This is my joke working up on that. I will be talking
to economic issues. I"ve been six years on the Oakdale
Chamber of Commerce. |1 served last year as the board
president for the chamber, and I"m the executive board
member representing agriculture on that organization,
but we"l1l be talki