June 3, 2009

Jerry Johns

Deputy Director

Department of Water Resources
P.O. Box 942836

Sacramento, CA 94236

SUBJECT: Comments on Department of Water Resources ("DWR”)
2009 Drought Water Bank

Dear Mr. Johns;

As you are aware, since last October 2008, the Glenn-Colusa Irrigation District
(GCID) and other parties throughout the Sacramento Valley (collectively, “SV
Sellers”) have fully participated in numerous meetings and discussions with DWR
staff, and various buyers’ representatives, in order to implement DWR’s 2009
Drought Water Bank (“2009 Bank”). The SV Sellers appreciate DWR and the
buyers’ substantial efforts to address the many technical, legal, and policy issues
that surround the 2009 Bank. The SV Sellers have similarly expended thousands
of hours of staff and consultant time, and have spent hundreds of thousands of
dollars, to address these issues. Unfortunately, and despite the significant good
faith efforts put forth by the parties, many of the SV Sellers were unable to
participate in the 2009 Bank, as structured and proposed for implementation by
DWR.

The SV Sellers have communicated to DWR their concerns regarding the 2009
Bank during the dozens of meetings and discussions that they participated in with
DWR and United States Bureau of Reclamation (‘USBR”) staff. In summary,
these concerns included the following key constraints that were imposed on the
Sellers’ abilities to make water available to the 2009 Bank:

» The purchase price for land fallowing was set too low to compete with the
commodity prices being offered for Sacramento Valley crops.

e Limiting the eligibility of groundwater wells that would qualify for
participation in the 2009 Bank based upon well screening criteria and
proximity to surface streams, and imposing an across the board 12%
depletion loss on the amount of groundwater pumped from those wells that
qualified.
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* Excluding groundwater wells with diesel pumps if USBR approval was
required and imposing registration conditions through the local air pollution
control or air quality management district, on any other diesel-powered
wells proposed for participation.

 Uncertain and increased mitigation and monitoring requirements for
groundwater substitution transfers.

e Conservation measures imposed by the United States Fish & Wildlife
Service and the USBR for the giant garter snake (GGS). These measures
included: (1) limiting the block size of idied rice acres to 320 acres, and
these blocks could not be located on opposite sides of a canal or other
waterway, or inmediately adjacent to another fallowed parcel; (2) no
participating rice acres could be idled within one mile of the Sacramento,
Delevan and Colusa National Wildlife Refuges and other specified wildlife
areas, or lands adjacent to numerous creeks and waterways; (3) water
could not be purchased from a field that has been fallowed in each of the
immediately preceding two years; and (4) landowners participating in the
2009 Bank were required to allow GGS monitoring on participating lands as
necessary. )

* Limited conveyance capacity due to Delta export limitations. Many of the
SV Sellers that divert from the Sacramento River had offered to make
much more water available via land idling than was ultimately purchased by
the buyers. This was due to the buyers’ concerns that they could not move
water through the Delta in May and June, and the USBR would not back
into storage the water made available during those months. For example,
GCID had originally proposed making up to 50,000 acre-feet of water
available via land idling actions, but DWR ultimately only offered to
purchase 6,800 acre-feet.

Finally, it bears mention that the process for finalizing the sellers’ form of contract
with DWR was unnecessarily complicated due to DWR unilaterally making
revisions that were inconsistent with the principles of agreement negotiated
between the sellers, buyers, and DWR. As a result, numerous discussions and
re-drafting efforts were required just prior to the agreed upon call dates for making
water available. This resulted in certain sellers incurring total out of pocket costs
that may exceed the cost reimbursement limits set forth in the seller contracts.
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Attached to this letter is a chronology of the activities that GCID participated in
the 2009 Bank and responses made to DWR. It also identifies key milestones:thz ,
affected the outcome of how the SV Sellers were able to participate in the 2009
Bank.

In closing, the SV Sellers emphasize that they fully endeavored to make th
Bank a success, and thereby assist DWR and the USBR in addressing the
supply challenges caused by the existing drought conditions. The SV Selle
stood ready to make much more water available had the constraints impos
the 2009 Bank not been in place. Even with those constraints, the SV Sell
made more water available than DWR and the buyers offered to purchase. - SAANIRE
Accordingly, if DWR implements any future drought water banks, DWR and the' .~
USBR should timely address these issues in order to maximize the success of any.
such efforts. A key improvement for any future drought water banks would be the
designation and detailed involvement of a point person from senior management

in both DWR and the USBR, who would have the authority to make timely

decisions throughout the process. That facet was lacking for the 2009 Bank.

The SV Sellers appreciate your consideration of these comments, and please do
not hesitate to contact me if you have any questions or concerns.

Sincerely,

ML LGt

Thaddeus L. Bettner
General Manager

Cc:  Teresa Geimer, Department of Water Resources
Pablo Arroyave, U.S. Bureau of Reclamation
Al Montna, California State Board of Food and Agriculture
Charles Hoppin, State Water Resources Control Board
Donn Zea, Northern California Water Association
Tom Birmingham, Westlands Water District
Dan Nelson, San Luis Delta Mendota Water Authority
Lester Messina, Glenn County Agriculture Department
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