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         JOHN DAVIS:  Good evening.  I'd like to welcome you all to the scoping meeting for the Monterey Amendment.  What we'd like to do this evening is make a presentation for about 20 minutes, and then we'll have a question session, if there's anyone who has a question about the topic of the materials that have been presented.  Because as what many of you know, Monterey  Agreement is not a simple topic.  So we would try to answer any questions you had.  And then finally, we'll come to the part of the meeting that's most important to us, which is to hear your comments.  Because we need those in order to shape the Environmental Impact Report or the Monterey Agreement. 

         So I'd like to hand over the mic to Barbara McDonnell, who's the Chief of environmental services for Department of Water Resources, and she'll make the presentation.  And then later, I'll return and run the questions and the comments session. 

          BARBARA McDONNELL:  Good evening.  And if you didn't pick them up in the back are a handout of the slides that we're gonna go over, if you'd like to have those. 

         These board rooms are not really set up for these kind of presentations.  They are set up to talk to the board.  So this is a little difficult to kind of orchestrate.  So I need to sit over here so I can work the  ‑‑ the little eye thing here to move the slides.  So I apologize for having to sit and be in the corner, but it's the only thing I could figure out on how to do this tonight. 

         Welcome.  We're pleased that you are here tonight and happy that there's an interest in this project.  And this is our scoping meeting to develop some comments, hopefully, from all of you.  So it will be very helpful to us in preparing this document if you can give us your ideas, your interest areas for  ‑‑ for our scoping process. 

         Why are we doing an EIR? 

         As required by the California Environmental Quality Act, the Department of Water Resources will prepare an Environmental Impact Report to the Monterey Amendment to the state water project contracts, including the Kern Water Bank transfer ‑‑

         (Reporter interruption.)



BARBARA McDONNELL:  ‑‑ and other contract amendments and associated actions as part of a proposed settlement agreement in Planning and Conservation League versus Department of Water Resources. 

         Okay.  The purpose of our meeting is to obtain the views of agencies and interested parties.  The department will conduct five scoping meetings throughout the state to obtain the views of agencies and other interested parties about the scope and content of the environmental information and analysis relevant to agency statutory responsibilities and stakeholder interests in the project. 

         By way of background.  The State Water Project contracts date from the early 1960s.  Each contract has been amended many times over the intervening years.  

As water management in California has changed over the years, there were issues between the department and the contractors that the contracts had some provisions that ran counter to good financial and water management practices. 

         The Monterey Agreement is a set of 14 principles agreed to by DWR and representatives of the water contractors in 1994 to remedy some of these problems.  The Monterey Amendment is the amendment made to the contracts as a result of the Monterey principles.  The amendment resolved the long‑term water allocation issues and established a new water management strategy for the State Water Project. 

         The water allocation issue focused on Article 18 of the State Water Project contracts.  Article 18 addresses the allocation of shortage in water supply and under what circumstances the initial reductions to agricultural use should be imposed before reducing allocations to urban contractors. 

         The contentious portion of the water shortage contract provision dealt with Article 18(b), which dealt with specified types of permanent shortages of supply of project water and stated that DWR would reduce entitlements in the event of a permanent shortage. 

         This Article 18(b) has never been invoked to date. 

         Article 18(a), which deals with cuts to agricultural contractors first during droughts and other types of temporary shortages has been invoked. 

         The Monterey Statement of Principles arrived at in December of 1994 resolved this allocation issue by proposing contract revisions that eliminated the initial agricultural use cutbacks and specifying that all project water would be allocated based on contractors' annual Table A amounts thereby eliminating the need for different shortage provisions. 

         In May of 1994, Central Coast Water Authority, serving as lead agency, prepared a draft EIR to address the effects of implementing the Monterey Agreement Statement of Principles. 

         The final EIR was completed in October of 1995 and subsequently used by DWR to support the decision to amend certain State Water Project water supply contract provisions. 

         Since 1995, 27 of the 29 contractors have executed the Monterey Amendment.  The few that have not are the Empire Westside Irrigation District and Plumas County Flood Control and Water Conservation District. 

         Then in December of 1995, the Planning and Conservation League sued the Department of Water Resources on the basis that DWR should have been the lead agency preparing the EIR, and that the lack of an analysis with respect to deleting Article 18(b) was a fatal flaw. 

         The lower court ruled in the department's favor, but the decision was overturned by the Third District Court of Appeal.  The Court ruled that DWR had the statutory responsibility to serve as lead agency and the EIR failed to adequately analyze the effects of deleting Article 18(b). 

         The department and most of the State Water Project contractors have been in a settlement process with the Plaintiff since 2000.  This process is nearing completion and will be included in the  ‑‑ as the basis for the proposed project. 

         We should mention that PCL was joined in this lawsuit by the Plumas County Flood Control & Water Conservation District, which I'm gonna refer to as Plumas, and the Citizens Planning Association of Santa Barbara.  So we term all three of these the Plaintiffs. 

         So that brings us to today and the reason for the scoping meeting. 

         We are now starting a brand‑new CEQA process with DWR as lead agency.  The proposed project includes the original Monterey Amendment provisions as well as other contract amendments and actions to be carried out by DWR as a result of the proposed settlement agreement. 

         The objective of this project is to improve the operation and management of the State Water Project water supply through the Monterey Amendment and other contract amendments and to carry out associated actions of PCL versus DWR proposed settlement agreement. 

         The new EIR will evaluate potential environmental effects of the following five elements from the Monterey Amendment and additional actions. 

         Now, you'll recall that I said there were 14 principles, so what we've done is we've grouped those 14 principles into these first four bulleted elements. 

         The allocation changes for State Water Project water supplies, transfer of Table A amounts and land.  Water management provisions, and financial restructuring. 

         Additionally, we're going to be talking about the potential additional actions from the proposed settlement. 

         Now, I'll go over each of these five bullets in a little bit greater detail. 

         Okay.  First, the allocation changes for State Water Project water supplies. 

         What we are were included in these elements are the  ‑‑ to allocate all water supplies in proportion to each contractor's Table A amounts, to eliminate the initial supply reduction to agricultural contractors in years of shortage, to replace certain categories of water with a single category called (Interruptible Water) allocated on the basis of annual Table A amounts, and to eliminate the permanent shortage provision. 

         Now, for a definition of Interruptible Water.  The department may make Interruptible Water available to contractors when it is not needed for fulfilling  contractors' annual Table A water deliveries or for meeting project operational requirements, including reservoir storage goals.  Interruptible Water has been made available during excess stealth (phonetic) conditions. 

         Okay.  The second element is the transfer of Table A amounts and land.  And this was to permanently retire 45,000 acre‑feet of agricultural Table A amounts annually, to make 130,000 acre‑feet per year of agricultural Table A amounts available for permanent sale to urban contractors, and to transfer the Kern Fan Element properties to local control. 

         And the Kern Fan Element of the Kern Water Bank was initially described in an EIR written in December of 1996. 

         DWR owned the Kern Water Bank lands but transferred the property to local control as part of the Monterey Amendment.  

         And the Kern Water Bank is located southwest of Bakersfield in Kern County. 

         Now, the transfers that we're talking about in terms of permanent transfers are listed here.  And I think they are also on one of our displays.

         So far, 111,781 acre‑feet have been transferred.  18,219 acre‑feet remain to be transferred. 

         And the agencies who have received the water from Kern County water agency are the Mojave Water Agency, Castaic Lake Water Agency, Palmdale Water Agency, Alameda County Flood Control & Water Conservation District, Solano County Water Agency, and the Napa County Flood Control & Water Conservation District. 

         And we should mention that the Castaic Lake Water Agency transfer, while it has been essentially accomplished, they are going through a new EIR process on that.  Thier notice of preparation was published just recently, and that is available from the state clearinghouse.  I haven't looked on their web site to see if it's available through there.  But it is available.  And that is an active EIR project that's just getting underway as well. 

         Okay.  The next element is on the water management provisions. 

         These are to enable voluntary water marketing, groundwater banking, and improved use of existing State Water Project supplies, to allow groundwater or surface water storage of State Water Project water outside of the contractor's service area for later use within its service area, and to expand contractor's ability to store in San Luis Reservoir when space is available. 

         Other water management provisions are to permit contractors to withdraw and later restore water from the State Water Project terminal reservoirs, clarify terms for transport of contractors' non‑project water, and to create a Turnback Pool for the annual sale of contractors' unneeded State Water Project water supplies to other interested contractors. 

         And the terminal reservoirs that we speak of here are Castaic and Perris.  And these programs provide greater coordination in management of local and State Water Project supplies. 

         The financial restructuring element included establishing a State Water Project operating reserve and establishing a water rate management program when cash flow permits.  

         Now for some potential additional actions from the proposed settlement agreement. 

         First is to establish a Plumas watershed forum for watershed restoration, amend Plumas' State Water Project contract regarding shortages, impose additional restrictions on use of the Kern Water Bank lands or the Kern Fan Element lands, amend the State Water Project contracts to substitute the term "Table A amounts" for the term "entitlement." 

         Other additional actions are to disclose new procedures for State Water Project delivery capabilities, issue permanent Table A transferred guidelines, establish public participation procedures for certain contract amendment negotiations. 

         I will note here that the first bullet on here deals with the State Water Project delivery capability procedures.  There is a draft report that  ‑‑ there may be still some copies left on the table in the back.  That draft report has been out for public comment for several months.  I understand a final report is scheduled to be released later in February.  Look on the DWR home page.  You'll find the draft report.  You'll find the comments that have been received.  And later on, they will respond to the comments and issue the final report. 

         Okay.  For the project location, it includes the State Water Project facilities, including the conveyance facilities and the Delta, the State Water Project service areas, including the Kern Fan Element lands and the Kern Water Bank, and the State Water Project contractors' service area. 

         Now, depending upon the actions that we'll be evaluating under the proposed project, the area of influence could extend beyond these boundaries and the service areas, et cetera.  So we just want to note that here, that while we have a project location, our analysis may lead us to extend the project area into some other slightly wider area.  We don't know what that might be right now. 

         Okay.  The environmental baseline. 

         As required by CEQA, an EIR must include a description of the physical environmental conditions in the vicinity of the project as they exist at the time of the Notice of Preparation. 

         The environmental setting normally constitutes the baseline physical conditions by which a lead agency determines whether impact is significant.  Normally, the environmental baseline is the same as existing conditions.  However, in the case of the Monterey amount amendment, the two are different.  And this deals with the fact that actions have been completed under the Monterey Amendment. 

         So the baseline is going to be one of our issues that we have to deal with. 

         We have not yet identified the reasonable range of alternatives to be evaluated.  However, to comply with the Court's instructions, we do know we will be evaluating a No Project Alternative with and without invoking Article 18(b) of the permanent short  ‑‑ or the permanent shortage provision. 

         Okay.  The EIR will analyze all resource categories that could be impacted by the proposed project.  The proposed project's physical changes include re‑operation of water deliveries with and without Article 18(b), reservoir operation changes, water storage in the service areas, and the watershed actions in Plumas County, as well as other actions that we have previously described. 

         Okay.  And at this time, I'm gonna turn it back over to John for the questions and public comments and to go over our schedule. 

         JOHN DAVIS:  The slide here  ‑‑ oh. 

         The slide  ‑‑ previous slide showed you where to send your comments.  I think there's some of the cards and the other information at the back has the same address on it. 

         This last slide shows the CEQA process.  And I realize it's probably not to visible from where you are sitting.  But it is in the back of the handout.  And there really is a ‑‑ simply a flow chart showing the various steps that we have to go through in the CEQA process.  We're right at the beginning right now.  The first box was filing the Notice of Preparation and issuing it.  That's one of the items on the table here today.  And that was sent out in January.  After that's sent out, there's a 30‑day period in which we accept comments that we can then use to shape the scope of work for the Environmental Impact Report itself. 

         And, in fact, probably if comments came in a little later, we would still likely  ‑‑ likely be able to accept them. 

         The main part of the work is preparing the draft EIR, doing the technical analyses that are necessary to analyze all of the components of the project that Barbara just explained to you.  And we're expecting that that will take about a year.  And we'll be working with an EIR committee which has representatives of the state water contractors, DWR, and the Plaintiffs in the lawsuit. 

         Our expectation is that the draft EIR will be published in the Spring of 2004.  And, at that point, they'll be another comment period, another opportunity for you and others who are interested to comment on what's in the draft EIR. 

         In the summer of 2004, we expect to be spending our time preparing  ‑‑ considering the comments that we got and preparing responses to them, and then the Department of Water Resources expects to certify the EIR in the fall of 2004. 

         Findings then have to be adopted, and the project could be approved by the winter of 2004. 

         So that's the basic schedule.  And as Barbara described to you  ‑‑ I think she covered all the key points, many of which we're going to need to address in the EIR. 

         What I wanted to do first is simply ask if you have any questions or any needs  ‑‑ need for clarification before we take your comments. 

         Clearly, you all fully understand that I may take your phone numbers and call you at some time for your clarification. 

         AUDIENCE MEMBER:  We'd be happy to help you.  







BARBARA McDONNELL:  Can I have a show of hands for who in here are responsible agencies? 

         Pretty much.  Yeah. 

         JOHN DAVIS:  Okay.  I'd like to move on to the comment period.  And I'll take the cards in the order that I think they were handed in. 

         First speaker is Gary Bucher.

         JOHN STOVALL:  Actually, it might be better if Jim Beck went first. 

         JOHN DAVIS:  Okay.

         JIM BECK:  I want to thank you for the opportunity to present testimony today.  My name's Jim Beck.  I'm the Assistant General Manager of the Kern County Water Agency. 

         The Kern County Water Agency is the largest agricultural contractor on the State Water Project, and we're the third largest urban contractor. 

         Overall, the agency is second only to Metropolitan Water District of Southern California in terms of Table A entitlement. 

         Our Table A entitlement is about one million acre‑feet annually.  Eighty‑five percent of that water is used for agricultural production.  The remaining 15 percent is used for residential and industrial purposes. 

         The State Water Project is very important to Kern County.  It generates over a billion dollars a year in farm value in our county's economy.  And when you add linkages to the entire local economy, the value of the State Water Project to Kern County nearly doubles. 

         The project provides irrigation water to nearly 600,000 acres of productive farmland in Kern County.  About 35 percent of this acreage is planted in high‑value trees and vines.  And this farmland provides employment for over 32,000 people or about ten percent of our local work force. 

         Besides the direct and indirect economic values generated by the 600,000 acres, the state project provides water to help deal with Kern County's groundwater overdraft. 

         Since 1970, state project water supplies delivered over the groundwater basin have reduced pumping lifts for pumpers.  Studies have shown that the value of the reduced pumping lifts is about 16 million dollars annually. 

         There are many benefits of the Monterey Amendment to Kern County.  Prior to the amendment, agricultural contractors on the state project took the brunt of the shortages.  Under the original state project master contract, the state was supposed to develop sufficient facilities to meet the needs of all of its contractors under a repeat of the 1928 through '34 drought hydrology.  The Ag First Shortages were not to exceed about 175,000 acre‑feet per year on average. 

         Because the state didn't develop capacity to meet the demands of its contractors, due partially to reductions in available water supplies because of increasing environmental regulations, the impacts of the ag‑first shortages were borne disproportionately by the agricultural contractors, and in particular by districts on the west side of our county such as Belridge Water Storage District that  ‑‑ these districts don't have alternative water supplies. 

         In 1990, the agricultural contractors suffered through a 50 percent shortage.  This caused the loss of 12,000 acres of crops in Kern, and a corresponding 27 million dollars lost in crop revenues.  In 1991, the agricultural contractors suffered a one hundred percent shortage, with a hundred and ten thousand acres idled and the loss of 385 million dollars in crop values.  Nearly 7,000 jobs were lost.  In 1992, agricultural contractors suffered another 55 percent shortage, resulting in 50,000 acres out of production, 130 million dollars in lost farm revenues and 2,000 jobs lost. 

         These consecutive shortages caused devasation on the west side of Kern County, where there were no alternative supplies other than the State Water Project.  Because of the fact that our SWP fixed costs must be repaid regardless of how much water we receive, we were saddled with paying 100 percent of the fixed costs, even though we received 50 percent, zero percent and 45 percent of our supplies in 1990 through '92.  The debt burden caused a number of farm operators on the west side to go out of business.  The effect of this was that the state project fixed costs had to be spread over a smaller number of farmers. 

         I've got about six more pages. 

         No.  I only have one. 

         Economists that studied the effects of the drought for the agency concluded that an economic death spiral was imminent, unless something was done to increase the amount of water delivered by the project, or something was done to restructure financing.  In addition to the impacts on our groundwater overdraft, the forced fallowing of tens of thousands of acres of agricultural land on our west side resulted in increased airborne dust. 

         On a more personal level, Fred Starrh, director of our agency and a family farmer who has been unable to be here tonight, tells of the anguish of turning away workers who had worked for him for years and years.  He had to turn these workers away because he simply had no work for them because of the drastic shortages under the old contract. 

         The Monterey Agreement restructured the shortages suffered and payments made by agricultural contractors.  A trust fund was established to stabilize payments when shortages occurred.  Mechanisms were established to smooth the drastic variations in supply which threatened agricultural bankruptcy and loss of permanent crops.  These were important improvements to the contract that were achieved by the Monterey Amendment.  Without it, we were in danger of entire water districts on the west side becoming insolvent.  This would have impacted the long‑term financial stability of the entire State Water Project. 

         I want to emphasize to you the importance of the State Water Project to Kern County's economy and its employment base, and the role the Monterey Amendment has played in helping to achieve a healthy agricultural economy in Kern County thereby improving the health of the entire Kern County economy which relies on agriculture as a mainstay. 

         Thank you. 

         JOHN DAVIS:  The next card I have is Gary Bucher.  But I wasn't  ‑‑ is that the right order?  

Would you prefer ‑‑

         JOHN STOVALL:  I'll jump ahead of him too.  We pick on him all the time. 

         JOHN DAVIS:  Okay. 

         JOHN STOVALL:  Just for the record.  John Stovall.  I'm the general counsel of the Kern County Water Agency. 

         I wanted to tell you Barbara and John, and your staffs ‑‑ and before you get out of here that we really do appreciate your coming to Kern County.  We know you've been running around the state doing this kind of thing, and I think the number of people here probably emphasizes to you the importance of the project to Kern County.  Even though we have this huge room.  We thought we were gonna be upstairs in the small conference room.  We are very appreciative of your being here.  And it's that ‑‑ I'm not gonna  ‑‑ we submitted this statement that I'm gonna make, and I'm not gonna read it word‑for‑word, but it's  ‑‑ I'd like to emphasize a couple of things. 

         Because it's difficult for us to understand here ‑‑ and I think it's really important that  ‑‑ that you and John understand the situation that existed back at the time the Monterey Amendments were entered. 

         As we sit here today, the agency, the other state contractors, and the department have a very constructive and creative relationship together.  And we've worked out many  ‑‑ I hate to use a trite 

phrase  ‑‑ but win‑ win solutions.  And we think that in large part, the constructive atmosphere created by Monterey allowed those solutions to occur and allowed even the CALFED process to occur.  And so 

it's  ‑‑ it's important for you to realize that that was not the situation back in 1994.  In fact, the two points I'd like to raise is that we were very near litigation in 1994, and we were having extreme, very tough negotiations on the Kern Water  ‑‑ Kern Fan properties at that time. 

         Regarding the first one ‑‑ and the reason I say this is because, as you analyze the alternatives, I think you have to consider the fact that a continuation of the status quo of the existing contract, as it was administered at that time, it truly wasn't feasible.  Our agency having experienced the catastrophic losses in 1990, nineteen ninety  ‑‑ particularly 1991 and '92 had come to the conclusion that we were, in fact, in danger of a death spiral.  And, frankly, we  ‑‑ if we were going down, we were gonna take a lot of folks with us. 

         We had come to the conclusion that we were going to go to court.  We had spent many, many tens of thousands  ‑‑ hundreds of thousands of dollars in preparation of a comprehensive lawsuit that we had prepared and were ready to file had Monterey not been entered.  And we, of course, feel we would not have spent that money if we did not feel that we would have been successful in that lawsuit. 

         And it was, in fact, the Monterey Amendments that cut that litigation short and allowed the kind of constructive environment that we have today.  So I think it's very important to consider that. 

         The other point I would like to make is 

that ‑‑ regarding the  ‑‑ what we call Water Code Section 11258 contract, which is the contract required by the water code for the department to develop water banking facilities in a county, the department's required to enter into an agreement with the county water agency, our agency in this instance.  And those negotiations had been underway for many years.  And they are very tough negotiations. 

         And the point I'd like to make is that when you consider the environmental impact of this transfer, I think you have to consider that in those negotiations, we would have insisted on the same kind of local 

rights  ‑‑ very significant local rights in the use of any water bank created in order for that contract to be signed.  So the true environmental impact of the transfer is significantly diminished, because 

those  ‑‑ the things that occurred, many of them we would have insisted on occurring even if the department had retained the property and been able to turn it into a water bank, which was  ‑‑ you know, we doubt that they could have done it as efficiently as we could.  And you probably feel differently.  But that I think is a consideration.  But as far as this environmental review goes, the point we want to make is that the actual environmental difference from that transfer really is probably not that significant, and if there has been some, it's been beneficial.  So ‑‑

         That's my portion of the statement. 

         And I think if you want to  ‑‑ Bill Talby I think was our next planned speaker.  But there may be other folks, so  ‑‑

         JOHN DAVIS:  Bill Talby.

         BILL TALBY:  My name's Bill Talby.  I'm the Engineer/Manager at  Wheeler Ridge Maricopa Water Storage District.  I'm also a director and vice‑chair of the Kern Water Bank authority.  I am a registered civil engineer in the state of California and have 31 years' experience. 

         I'd like to direct my comments today toward the  ‑‑ the Kern Water Bank, and in light of the  ‑‑ the baseline issue note that the Kern Water Bank as we see it today is quite a substantially different facility from that which existed back in 1994 and 1995, the year in which the facility was transferred to Kern County Water Agency and subsequently to the Kern Water Bank Authority and the districts that make up that authority. 

         As John had just mentioned, the Water Code Section 11258 provides DWR with authorization to develop groundwater storage projects south of the Delta.  But that  ‑‑ that section has two conditions.  I think John mentioned one.  That a  ‑‑ that the DWR had to negotiate a  ‑‑ an agreement with the entity within which the bank was to be located.  The other condition found in 11258 is that the director of DWR has to determine that it was feasible to pursue a project within that  ‑‑ as identified. 

         The land known as the Kern Fan Element of the Kern Water Bank consists of about approximately 20,000 acres located on the Kern Fan and is bisected by the Kern River originally offered to the department by Tenneco, who was in the process of selling all of their landholdings in Kern County, and as a result of 

the  ‑‑ of the pressure at the time, DWR bought the property prior to completing any detailed feasibility studies with the agreement among DWR and the state contractors that it would be disposed of if it was not feasible to develop that property. 

         DWR faced significant physical and institutional legal challenges in attempting to develop the water bank.  And DWR encountered difficulties in convincing the agency  ‑‑ Kern County Water Agency and the districts surrounding the 20,000‑acre property that its operation would not adversely affect them. 

         Consequently, a Section 11258 agreement was never entered into with the Kern County Water Agency. 

         The Department of Water Resources discovered they would encounter significant environmental problems, including the problem encountered as a result of the 1991 drought when farming operations were terminated on the property.  The land thereafter left fallow, and various species of endangered species moved in, prevented the development of the property without substantial permits and restrictions on its use from wildlife agencies.  

         DWR never determined that it was feasible to develop a water bank on the property.  And, in fact, in 1994, prior to the Monterey Agreement DWR reported, quote, "design and planning activities for the Kern Water Bank facilities had been discontinued," end quote.  Thereafter, leading up to the Monterey Agreement, the 20,000 acres was really surplus land which DWR wasn't sure what to with, and in consideration of the other elements of the Monterey Agreement, including retirement of the 45,000 acre‑feet of water of the state project entitlement, was willing to transfer this property as part of the overall settlement. 

         From our perspective, acquiring the 20,000 acres and developing it into a water bank was a key consideration in going along with the Monterey Agreement.  My district, for example, gave up Table A amounts for my district that amounted to approximately 25 percent of the 45,000 acre‑feet or about 11,000 acre‑feet.  And we acquired through participation in the Kern Water Bank the ability to make up Table A amounts in exchange for supplies available in dry years at a local water bank. 

         It is noted that the transfer of the 20,000 acres was consistent with state policy of encouraging local control of groundwater banking projects, including the 2000 CALFED Record of Decision stating "CALFED agencies will facilitate and support locally supported, managed and controlled groundwater and conjunctive use projects." 

         As you are aware, following the trial court's decision in the PCL litigation, in accordance with the Monterey Amendments, the 20,000 acres was transferred to Kern County Water Agency, and then to the Kern Water Bank Authority, a joint powers authority made up of water agencies in Kern and Kings counties which wanted to participate in the project. 

         Kern Water Bank Authority prepared an Addendum EIR and Environmental Assessment under NEPA for construction, development and operation of the Kern Water Bank, which was not challenged, and based on these documents, permits were issued by the wildlife agencies as part of a comprehensive habitat conservation plan and construction proceeded.   

         In developing the Kern Water Bank, we had to employ a different approach than DWR was originally contemplating in order to accommodate the needs of wildlife and satisfy the wildlife agencies that any take of endangered species would be minimized.  As a general matter, spreading ponds were less formal than originally contemplated and as used in other local banking programs, with most areas left in their natural state. 

         The development of the Kern Water Bank under the Habitat Conservation Plan has allowed for conjunctive use of the property for water management facilities, reestablishment of historical reparian habitat and preservation of exceptional upland habitat. 

         To date, 77 new species have been identified on the property, including an increase from ten to 26 sensitive species observed since 1996.  

         We also had to develop an agreement with the surrounding water districts to insure that they would not challenge development and operation of the project, but to provide mechanisms to insure that there would not be significant adverse impacts on groundwater levels of neighboring wells as a result of operation of the project.  This agreement was the 1995 Memorandum of Understanding with the surrounding districts. 

         We were able to develop this agreement while DWR had previously encountered difficulties in part because it was a prerequisite for the Monterey Agreement being implemented locally. 

         The Kern Water Bank Authority members have invested over 30 million dollars to develop the Kern Water Bank since acquiring the 20,000 acres from DWR. 

         Our members and their landowners and residents have become reliant on the Kern Water Bank.  For example, in my district, in part because the Kern Water Bank is available as a dry year "insurance policy" providing approximately 50,000 acre‑feet in a dry year, lands previously in row crops have been developed to permanent crops.  If for any reason this supply is not available, significant economic and environmental impacts would occur. 

         Thank you.

         GARY BUCHER:  My name is Gary butcher.  I'm the Water Resources Manager with the Kern County Water Agency.  I'm gonna outline some of the major benefits to our agency and our districts as a result of the Monterey Amendment. 

         Of course, as was mentioned earlier, the amendment eliminated the Ag First Shortage provisions.  And since the amendment, we've had two significant shortages, one in 2001 and one in 2002.  Under the amendment in 2001, our ag entitlement allocation was 

39 percent, which is about 342,000 acre‑feet, and in 2002, our allocation was 70 percent, and for the ag portion, that was about 613,000, and together, those years  ‑‑ those two numbers added up to 955,000. 

         If we had not had the Monterey Amendment during that time, the Ag First Shortage provision would have been applied, and our 2001 supply would have been about four percent or about 40,000 acre‑feet, and our 2002 supply would have been 35 percent or about 352.  The sum of those two years under the old contract would have been 392,000, and the difference between that and under Monterey, the total's 563,000 acre‑feet for those two years.  And of that number, 70 percent of it would have been lost to the non‑groundwater areas of the county, and  ‑‑ which  would have probably resulted in something over a hundred and thirty thousand acre‑feet ‑‑ or acres going out of production unless alternative supplies could have been found.  Those kinds of shortages would have severely impaired or eliminated our ability to enter into some of these flexible water management agreements with other contractors that we've entered into, which we'll talk about a little later, banking for urban areas as an example. 

         The next item that was of major benefit was the reduced risk of bankruptcies. 

         Prior to the Monterey Amendment, because the fixed costs had to be paid independent of water supply, a shortage of 50 percent would double the unit rate for agricultural water from say $50 to a hundred dollars.  And that created that kind of a variation in the unit cost of  ‑‑ for agricultural was non‑sustainable. 

         Under the Monterey Amendment, we have made available th e ag and M&I Rate Management Funds.  And these funds are used to pay for the fixed costs for water that's not delivered.  And, of course, this has worked out very well.  In 2000 and 2001, the unit rate that the farmer paid was the same unit rate he would have paid with a hundred percent supply.  And the monies that they would have had to pay for water they couldn't get is money they have available to enter into these banking programs and use that as an alternative source of water. 

         Another huge benefit to the  ‑‑ our agency was the turnback pool.  That was a way of  ‑‑ of better allocating the water on a more timely manner.  And what had happened prior to Monterey is the department had taken the position that al locate ‑‑ shortages should be allocated on request not on entitlement.  And so that caused some contractors to request full entitlement even though their demands were less.  And that was to avoid being cut or allocated more of a shortage.  And in some cases, some contractors would get allocated water that they couldn't use, and they wouldn't return it in a timely way, and so it created additional shortages for us contractors that could take all of our entitlement. 

         So the Monterey Amendment solved that problem, one, by all of us agreeing to allocate shortages based on entitlement, but also by creating a turnback pool.  And this is where contractors could identify their excess entitlement early, offer it back for purchase, and do that early in the year so that we can plant crops with it and put it to beneficial use.  Since '96, our districts have purchased over 305,000 acre‑feet of that kind of water.  That simply wasn't available prior to Monterey. 

         We also expanded the carryover program under Monterey.  There was an existing carryover program that allowed pre‑irrigation water to be delayed and groundwater recharge to be delayed and carry over the following year.  Monterey added to that what we call extended carryover, which allows particularly urban areas that need to insure their following year supply is firm will take some of their excess entitlement and request it a year in advance to carry it over.  And that has been a very successful program, particularly for Metropolitan, the largest contractor.  Our member units since '96 have carried over about a hundred and forty‑five thousand acre‑feet. 

         The recent EWA program under CALFED, which came after Monterey, has been in operation since 2000 ‑2001, and that program, of course, protects the state entitlement from being reduced under ESA actions and that protects all the contractors' entitlement.  Well, that program has been at the  ‑‑ the water for that program  ‑‑ a good portion of it has come from Kern County, and it's largely because of the local development of the Kern Water Bank.  Without that facility, the EWA program would not have been as successful as it is. 

         In addition, we've had urban contractors, such as MWD, Metropolitan Water District, Santa Clara, Alameda, Zone 7, Castaic  ‑‑ have all entered into banking arrangements with Semitropic and Arvin‑Edison, and to date, they have stored collectively over 930,000 acre‑feet in those two facilities, and that provides those urban areas with additional dry protection that was not possible prior to Monterey. 

         In addition, the expanded storage and recovery facilities in these two districts, Arvin and Semitropic, are also used by the districts for their own landowners when the urban agencies aren't using them.  So we're able to use those facilities to further reduce the overdraft and to recover water when the facilities aren't needed by the urban contractors. 

         Lastly, as earlier pointed out, there have been permanent transfers of water from Kern under the Monterey Amendment.  And at the time of the negotiations, there were certain urban contractors who had demands that were increasing, so they were interested in purchasing additional entitlement.  We were not willing to allow some of our contractors or our member units to sell entitlement because we knew the county was water short, and it didn't make a whole lot of sense.  However, because of Monterey and the management tools that it provided, we were able to increase our water supplies from where it was, one, by eliminating the Ag First Shortages, and, two, by ability to bank wet year waters, being the water bank and other facilities.  And those two positives were far greater than the negative of  ‑‑ of allowing the hundred and thirty thousand to be sold.  And because of the pieces of those benefits of Monterey, we were willing to do that. 

         The benefit of selling that hundred and thirty thousand allowed our  ‑‑ our districts to downsize their  ‑‑ or reduce their entitlement down to their new demand level, because they had permanently lost acreage and landowners.  Most of the money from those sales went to cover the cost of the landowners that had gone bankrupt, and that helped stabilize and reduce the cost of the remaining landowners to stop the death spiral, as we called it. 

         And, again, without the Monterey Amendments, our agency was not  ‑‑ was not in the position of being able to approve any of those transfers. 

         Thank you. 

         BARBARA McDONNELL:  Can we have copies of your statements, please?

         GARY BUCHER:  Here you go.

         BARBARA McDONNELL:  That was easy. 

         JOHN DAVIS:  The last card I have is Robert Kunde.  I hope I pronounced your name correctly.

         ROBERT KUNDE:  That's very close.  Much better than what I hear often on the phone in my office.

         Is this on?  Oh, good. 

         My name is Robert Kunde.  I am a Registered Agricultural Engineer.  I have practiced that profession since 1987.  And I've worked in Kern County directly in agriculture for  ‑‑ since 1983.  My specialty is irrigation water supply and non‑farm water management.  I also serve as  ‑‑ on the board of directors of the Kern County Farm Bureau, although I'm here tonight speaking on my own behalf. 

         I would like to emphasize the importance of the Monterey Amendments and their implementation to farmers and agriculture in Kern County.  Many of the points have been made by other speakers.  For instance, in 1991, Kern County Water Agency received no water from the State Water Project under the pre‑Monterey Amendment condition and, also, directly as a result of the Ag First Shortage provisions under the old contracts.  

         In, addition, shortages were also suffered in other years, which had direct effects on agriculture, 

both  ‑‑ not only through a reduced water supply but through increased costs, because as one of the speakers noted earlier, the fixed costs of the State Water Project remain the same in water‑short years thereby driving up the unit cost of water received to very high levels in shortage periods. 

         The beneficial effect of the Monterey Amendment has been in three primary areas for the farmers for whom I work; providing an adequate supply of water, making sure that it is reliable and that it is also affordable. 

         As an example, Gary Bucher referred to the Ag Trust Fund, which is a mechanism for ensuring stability of water rates during periods of shortage.  This is a critical component for agricultural production in this county because wildly fluctuating rates, particularly in the Kern farm economy, and even in times when the economy is better, are very difficult to budget and obtain financing for in order to maintain operations. 

         Another point is that local conjunctive use,     which has greatly expanded as a direct result of the implementation of the Monterey Amendments, Kern Water Bank and other local projects mentioned by the agency speakers, have resulted in an increasing reliability of supplies.  That has come at the expense of transfer of some water supplies out of Kern County to other sources, but that is  ‑‑ both of those are actually a benefit to farmers.  The transfer of excess supplies which could not be utilized by farmers has  ‑‑ had the effect of reducing their costs, and participation in local conjunctive‑use banking projects as part of the Monterey Amendment package has improved the reliability of supplies for agricultural purposes. 

         The elimination of the Ag First Shortage clearly has been a benefit to agriculture in improving reliability of supplies necessary for agricultural production.  The  ‑‑ one of the items mentioned in the initial presentation was Article 18(a) and 18(b) under the contracts. 

         It is worth pointing out that if Article 18(b) were invoked, which would declare a permanent shortage on the State Water Project, that would have negative effects on the water supply, its adequacy, reliability and affordability for farmers and agriculture in Kern County, because the supply would be reduced under that provision if the adequacy of the supply would be detrimentally affected.  The reliability of the supply because of the reduced Table A amounts would be reduced, and because there may or may not be  ‑‑ but I am assuming pre‑Monterey without an Ag Trust Fund  ‑‑ the affordability of the supply would become less as the fixed costs of the State Water Project would have to be spread across fewer acre‑feet. 

         The environmental baseline was mentioned in the initial presentation.  And I'd like to comment that I believe it is entirely appropriate for that environmental baseline to be based on conditions that are post Monterey Amendment.  Farmers in Kern County have been relying on the implementation of those amendments for over six years, and those, therefore, represent the appropriate baseline of conditions from which to measure impacts. 

         Finally, I would urge the department not to reinvent the wheel where it's already been invented.  There is an EIR, as you are well aware, already developed.  Many of the points were not disputed in the PCL litigation.  And I would urge you to take advantage of those and not  ‑‑ and devote the resources to the incremental requirements of the PCL settlement rather than trying to reinvent the wheel and reevaluate impacts that have already been adequately evaluated. 

         Thank you for the opportunity to comment. 

         JOHN DAVIS:  That was the last of the cards that I had, and I wondered if there's anyone else who has any comments tonight. 

         We appreciate the ones that you've made.  It's very helpful for us to hear from you at the beginning of the project when we can still shape our work to respond to your suggestions.  So I want to thank you for coming tonight. 

         Did you have anything you wanted to add?  







BARBARA McDONNELL:  I just wanted to make a plea.  I got Gary's comments.  If I can have the others as well.  Because I know you can go home and print them out again.  Right?  So if you could leave those 

with  ‑‑ maybe with Delores on your way out, 

because  ‑‑ and then we can get them fully into the record as well.  So I'd really appreciate that.  These were excellent comments from all of you tonight.  They will be helpful to us in the analysis. 

         So thank you very much.  
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