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DRAFT Delta Stewardship Council Work Session Summary: 
Finance Plan
Tuesday, September 20, 2011, 9:00 a.m. to 12:00 p.m.
Second Floor, 980 Ninth Street, Sacramento, CA


This document summarizes input provided by participants during a September 20 public work session on the Finance Plan for the Delta Plan. The summary is intended to quickly inform council members about (1) who participated, and (2) points raised by participants in response to the work session topics and questions. It is intended to supplement other forms of direct input to the council, including written submissions and comment at council meetings. This summary is not intended to serve as a meeting transcript of every comment; in some cases the order of comments has been modified for efficiency and organization while preserving meaning. The summary will be made available to the public on the Council web page.

Participants:
Melinda Terry	Ca. Central Valley Flood Control Assoc.
	 and North Delta Water Agency
Don Thomas	Sacramento County Department of Water Resources
Linda Dorn	Sacramento Regional County Sanitation District
Kathy Barnes-Jones [telephone]	Solano County
Megan Fidell	DWR
Joone Lopez	Calaveras County Water District
Pete Kampa	TUD 
Brenda Burman	MWD
Randy Record	EMWD-MWD-ACWA
Doug Wallace	EBMUD
Stan Dean	SCRSD
Ken DaRosa	Department of Finance
Steve Wells	Department of Finance
Marguerite Naillon	CCWD
Larry Roth	Consulting engineer
Tim Quinn	ACWA
Mark Rentz	ACWA
Byron Buck	SFCWA
James Nachbaur	Office of the Legislative Analyst
Paul Massera	DWR
Audrey Kelm	STRG
John Kingsbury	NCWA
Ed Kriz	City of Roseville
Jan Goldsmith	PCWA
John Woodling	Regional Water Authority
Jennifer West	CMUA
Greg Zlotnick [telephone]	SFCWA
Katie Patterson [telephone]	SJFB 
Justin Frederickson [telephone]	CA Farm Bureau Federation
Pete Kampa	Tuolumne Utilities District
Ellen Hanak	PPIC
Charles Gardiner	Delta Vision Foundation
Cindy Messer	Delta Conservancy
Jim Verboon	Farmer
Connie Ford	Sacramento County Water Resources Agency
Kathy Mannion	RCRC
Terrie Mitchell	SCRSC
John Luebberke	City of Stockton
Rosie Thompson	MWD
Ara Azhderian	SLDMWA

Randy Fiorini	Delta Stewardship Council member
Gloria Gray	Delta Stewardship Council member
Felicia Marcus	Delta Stewardship Council member [telephone]
Joe Grindstaff	Delta Stewardship Council
Keith Coolidge	Delta Stewardship Council
Eric Nichol	Delta Stewardship Council

Allan Highstreet	CH2M Hill
J. Michael Harty	Kearns & West [facilitator]

I. Meeting Purpose and Participation

The Council and staff scheduled four work sessions open to the public to assist the council in developing the Delta Plan. The four work session topics are:
· Success and Performance Measures
· Covered Actions and Governance
· Economic Sustainability Plan and Delta as an Evolving Place
· Finance Plan

Each work session is designed to focus on a set of questions approved by council staff that link to issues in the Fifth Staff Draft Delta Plan.

The Finance Plan Work Session was held September 20, 2011. The charge for this workgroup meeting was posted on the council website in advance of the meeting. The charge and agenda for the meeting are attached as Appendix A. 

Approximately 40 people attended the work session in person, including Council members, Council staff, and contractors.  Names appearing on the sign-in sheet are included at the top of this summary. Participation also was available to the public via an open conference line; it was not practical to maintain records of participants although some are noted above.

II. Input on Finance Plan, Chapter 9  

As noted above, the following is a summary of input, in the form of bullet points capturing comments, questions, and suggestions during the work session. It is not intended to be a transcript of the entire session. The summary is organized around topics that emerged from the discussion, but does not include any effort to prioritize or identify themes. Input is summarized here without attribution.

Participants were asked to provide input in response to four questions identified in advance:
· What is your preferred approach to addressing finance issues in the Delta Plan, and why?
· How would your preferred approach differ from the framework in the Fifth Staff Draft?
· What alternatives should the Council consider as it develops the next draft?
· What specific input do you have regarding recommendations in the current draft?

At the meeting participants also were asked to comment on an approach that would focus first on identifying all activities or “benefits” currently are being paid for, e.g., current and future capital costs, administration, and operations and maintenance. If these were compiled into a “master budget” for the system covered by the Delta Plan, the next step would be to determine how to pay for these benefits—what are the funding opportunities? In addition, participants were asked to explain how and why they would assign payment responsibilities.

Summary of Input:

Short-Term 
· It’s important first to define the policy and “where you want to go,” and then determine how to fund that policy.
· The Council lacks enough information to reach a decision on a Finance Plan at this time. Two examples of the need for more information are outcomes of the BDCP finance plan and the water bond. The Council’s finance focus at this time should be short term rather than long term. However, the Finance Plan chapter should address the water bond, not ignore it.
· The impact of the state’s shift toward an “enterprise” model for agencies and away from the General Fund model also promises impacts that could affect the Delta Plan but that are not yet understood. This also argues for a short-term Finance Plan at this time.
· Over the short-term the Council should adopt a “use what’s already there” approach.

Current Costs and Spending
· The Council should focus initially on identifying how much is currently being spent. Table 9.1 on p. 202 is a useful exercise. The total is approximately $20B, and 0.25% of that is approximately $50 million annually. A next step would be to link spending to achieving the coequal goals. This could potentially lead to opportunities to leverage existing funding.
· This is a very difficult economy for water agencies: rate payers are demanding attention to costs in conjunction with any discussion of rate increases, and the Council also should focus on costs first before addressing who will pay.


Projects and Value
· A Finance Plan needs broad support in order to succeed. California has in the past relied on “consensual” financing and that approach is more likely to be successful going forward than a regulatory approach.
·  The current Delta Plan draft does not create sufficient “value” to attract financing support from water agencies; the alternative plan offered by the Ag-Urban coalition is a better approach. That said, the Delta Plan is improving as it moves through the revision process.
· Paying for value in the form of actual projects is more likely to attract support than paying for bureaucracy, which has relatively less value.
· The current water bond is flawed because it does not identify specific projects.
· Projects will lead to funding decisions, i.e., concrete value. Without projects it is premature to set a finance plan.

Beneficiaries and Stressors
· The Council should initiate a public process to define the term “beneficiary” that could require several years; the choices about how to finance a Delta Plan should not be made in this version. The Finance Plan should describe this process.
· Definitions will be important, as well as a common language to discuss financing. Among terms that will require definitions for financing are: “beneficiary,” “beneficiary pays,” and “vital infrastructure.”
· There are past examples where beneficiaries have paid, and also examples where stressors have paid, although stressors have not paid enough: dischargers, diverters, landowners.
· Some examples of stressors paying are the Central Valley Irrigated lands program [agricultural waivers] and permitting for aquatic pesticide use including mosquito vector control.
· While it is challenging to seek funding from beneficiaries, the alternative of seeking funding from taxpayers is also challenging; a mix of approaches probably is appropriate.
· An examination of stressors should take a broad view, and should not focus only on stressors associated with significant ability to pay while excluding stressors that are not able to pay, e.g., clams.
·  The Delta Plan should contain a statement of principles, at a minimum, for financing beyond those already proposed. One example might be “no double counting;” a second might be that as stressors are reduced associated costs also are reduced.
· Stressors should not be treated in a punitive fashion.
· A finance plan that focuses on stressors should include a principle of re-investing payments to address the causes of the stress.
· The Council should develop an inventory of existing stressor payments.
· One issue in thinking about stressors is the role of diversions in the upper watershed, including the question of the timing of such diversions and significance of Area of Origin.
· The Council should consider the concept of a share of any stressor payments, e.g., for deliveries out of the Delta, being allocated to address in-Delta goals such as those discussed in Chapter 8.
· A public goods charge is different from a “beneficiary pays” approach, and this distinction is important to maintain.
· The Council should avoid theoretical conversations about “beneficiary pays.” The Delta Plan and its financing strategy should be placed in a broad context that includes potential use of general obligation bonds, water supply contracts to raise funds, e.g., BDCP funding, and potential funding available through storage.
· There could be value in having the Council recommend that the Legislature define the term “beneficiary pays” in statute.
· The state Constitution, in Section XIII, allows for a beneficiary pays approach.
· There is overlap among taxpayers, rate payers, and stressors and this should be examined in developing a set of principles for the Delta Plan.

Fees
· From a water agency perspective a fee-based approach to funding the Delta Plan is not a “go to” option, but fees also are not “off the table” in principle.
· One important consideration is the “reasonableness” of regulatory fees under Proposition 26.
· A finance plan should avoid creating disincentives for water agencies located in the upper watershed to undertake necessary activities such as sewering, which often is a response to the questionable land use practices in the past such as septic systems or small water supply or water treatment systems.
· The Council is not the right entity to set fees for increased beneficial uses upstream to accomplish sewering, or for increased costs of meeting NPDES permit requirements.

Additional Input
· The California Water Plan offers one possible model for the Council to use in addressing financing: identify what types of benefits are most essential; link these benefits to activities; set priorities; identify how much is needed; decide who will pay.
· The Council should, as part of its process for developing a finance plan, focus on developing a common language about finance as well as definitions.
· It may be useful to ask explicitly what the costs of not adopting and financing a Delta Plan would be, as part of the process of grappling with the costs of implementing a Delta Plan.
· Other options: federal programs for infrastructure banks
· Several aspects of a public goods charge based on the model of the energy generation industry and Public Utilities Commission merit consideration. One is whether a percentage of payments could be available to local water agencies. Another is whether the power model would work in a context with hundreds of local agencies—the actual amount of any returned payments could be insignificant per agency, unlike the power situation where there are three large suppliers.
· One private financing concept worth examining is an energy-water initiative being supported by UC Davis; power providers are looking for credits and water may offer opportunities.
· A finance plan needs to anticipate inevitable unintended consequences and provide a means of paying for these. Adaptive management is bound to result in such consequences and local government in particular should not be left financially responsible. 
· One related recommendation mentioned in prior work sessions is the need for a securitized endowment for project management, to avoid current situations where state agencies stop paying assessments to local maintaining agencies.

III.	Next Steps 

This work session summary and others will be available on the council website: www.deltacouncil.ca.gov. Any written comments on the Fifth Staff Draft are due to the Council not later than September 30, 2011.

You may contact the Council via email: Eric.Alvarez@deltacouncil.ca.gov or call (916) 445-5383.




 


"Coequal goals" means the two goals of providing a more reliable water supply for California and protecting, restoring, 
and enhancing the Delta ecosystem. The coequal goals shall be achieved in a manner that protects and enhances the unique cultural, recreational, natural resource, and agricultural values  of the Delta as an evolving place.” 
– State Water Code §85054
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