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FISCAL YEAR 1998 FEDERAL FUNDING
REQUEST FOR THE CALFED PROGRAM

THURSDAY, APRIL 17, 1997

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON WATER AND POWER,

COMMITTEE ON RESOURCES,
Washington, D.C.

The Subcommittee met, pursuant to call, at 12:34 p.m., in room
1324, Longworth House Office Building, Washington, DC, Hon.
John Doolittle (Chairman of the Subcommittee) presiding.

Mr. DOOLITTLE. The Subcommittee on Water and Power will
come to order. We have set today’s meeting to hear testimony con-
cerning the fiscal year 1998 Federal budget request for the
CALFED program.

I apologize to our witnesses. I don’t think I have ever started a
hearing more than five minutes late, and I guess if we were oper-
ating on Pacific Coast time, we would be more or less on that
standard today, but unfortunately, it is Eastern time here.

We had an extraordinary situation involving the address of the
Speaker of the House to the full House of Representatives, which
was not anticipated at the time this hearing was scheduled, so I
apologize, and I realize that people have been inconvenienced and
may need to adjust their schedules.

STATEMENT OF HON. JOHN T. DOOLITTLE, A U.S. REPRESENT-
ATIVE FROM CALIFORNIA; AND CHAIRMAN, SUBCOMMITTEE
ON WATER AND POWER

Mr. DOOLITTLE. The CALFED program promises to be one of the
most important issues considered by this Subcommittee in the
105th Congress. It represents a major Federal and State commit-
ment to solving California’s water needs and sets the stage for fu-
ture water management policies and facilities within California.

It is critical that we use this opportunity to meet the needs of
all of our constituents—agriculture and urban, landowner and con-
servationist, business owner and recreationists alike.

Let us also be clear that the funding for the CALFED Bay-Delta
Program under consideration today is not limited to a funding re-
quest for this year alone, nor is it limited to the three years of the
current authorization. It is a program likely to involve decades of
Federal and State funding commitments.

The current CALFED authorization, the Federal authorization as
large as it is proposes implementation of only certain limited as-
pects of the program in this and the next two fiscal years, while
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postponing the authorization and funding request for most of the
program into future years.

All of the CALFED alternatives under consideration are esti-
mated to range in cost from $4,000,000 to $8,000,000, an amount
to be paid over 20 to 30 years. This is the time to hear a solid com-
mitment from those most interested in the current CALFED pro-
gram objectives, that they will be full participants and supporters
of the latter phases of the project, when the relative funding for
projects they now support is on the decline.

Another issue of concern is the need to develop criteria to assess
the successful implementation of the earlier portions of the pro-
gram. When the object of an authorization is a dam or a water re-
cycling plant, success is achieved when the facility is completed
and becomes operational. Not only do we currently lack the spe-
cifics on the projects to be undertaken in this phase of CALFED,
but there are no measuring sticks to determine that we have
achieved a specified goal once the money has been spent. How do
we know that there will not just be an endless flow of requests for
new funding, based not on the need to achieve a new goal, but
rather because we haven’t defined success? If we do not define a
measure of success, we will be asked to spend unlimited resources
with no hope of closure.

The CALFED program must incorporate milestones and objective
measurements that define when specific goals have been met.

Finally, this phase of the program represents a major public ac-
quisition of private property rights. Much of the area viewed as po-
tential habitat, meander belts, and ecosystem management zones is
currently held by private interests. Their predecessors built hun-
dreds of miles of levees and reclaimed tens of thousands of acres
of land in the 1800’s.

This land is now used throughout the delta and along the Sac-
ramento and San Joaquin Rivers to support a thriving rural econ-
omy dedicated to farms, small businesses, mineral extraction,
recreation areas, and private residences.

If these private landowners are going to be asked to return these
lands and water rights to the public domain, a process should be
set up which is fair, expeditious, and easy for them to use.

The preferred alternative in this case is that any acquisition
should be based on a willing seller and willing buyer transaction.
If that is not the case, we do not want to endorse a program that
acquires property through regulatory or programmatic takings or
forces people to sell out of sheer frustration.

I do not believe that these concerns present insurmountable ob-
stacles. Rather, they represent reasonable, attainable goals which
should reflect the way government conducts its business. The Fed-
eral California Bay Delta Environmental Enhancement Act coupled
with California Proposition 204 advance a partnership with poten-
tial funding of nearly $1.5 billion.

It has the potential to be used to enhance the water quality and
environmental resources in the Bay-Delta, as well as for other
water resource activities in California. Yet how it is administered
will be a test of government’s ability to transition to a smarter,
more efficient, less coercive mode of operation. I look forward to
hearing from the witnesses.
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Mr. Dooley, are you going to make an opening statement?
Mr. DOOLEY. Mr. Chairman, I think that I will not give an open-

ing statement, but rather thank all the participants who have been
waiting for some time for their testimony. I really thank the lead-
ership that has been shown by a number of the people that are
going to be testifying for putting together a really diverse coalition
which is committed, I think, to finding constructive and positive so-
lutions to some of the water and environmental problems that have
plagued California for decades. Thank you.

Mr. DOOLITTLE. Thank you. Now, if the Subcommittee members
will indulge me, I would just like to observe that it has come to
my attention, and frankly, has caused me great concern that there
have been some last-minute delays and changes in the 1997 water
allocation announcement for the CVP contractors.

I think that it is unfortunate that the Fish and Wildlife Service,
one agency among the many CALFED agencies, can continually
take action at the last minute that threaten, the efforts to build
consensus among the various stakeholders. This is the second year
in a row that there have been last minute blow-ups related to
water allocations.

All the other parties at the table are operating in good faith to
provide as much water as possible for the environment with as lit-
tle economic impact on water users as possible. I am very con-
cerned that the Department of Interior does not have the desire or
perhaps the clout to rein in what has become a rogue agency.

This is a far cry from Secretary Babbitt’s commitment when he
was first appointed that his department would speak with one
voice. With that, let me invite our first panel of witnesses to come
forward, and if they would, to remain standing to take the oath.
If you will please raise your right hands?

Do you solemnly swear and affirm under penalty of perjury that
the responses given and statements made will be the whole truth
and nothing but the truth?

Thank you. Let the record reflect that each answered in the af-
firmative.

We welcome you here. I think you are all familiar with our five-
minute rule of testimony. The lights are there as a guide. I would
like to mention that we asked Mr. Snow to give a lengthier expla-
nation, so he will have ten minutes for his statement.

Let me introduce our distinguished panel. We have Mr. Lester
Snow, Executive Director of the CALFED Bay-Delta Program. We
have the Honorable John Garamendi, Deputy Secretary from the
Department of Interior; the Honorable Douglas P. Wheeler, Sec-
retary for Resources of the State of California; and Mr. Robert
Perciasepe, Assistant Administrator for Water of the Environ-
mental Protection Agency.

Gentlemen, we are very pleased to have you here, and Mr. Snow,
it is my understanding you will lead off this panel.

STATEMENT OF LESTER SNOW, EXECUTIVE DIRECTOR,
CALFED BAY-DELTA PROGRAM

Mr. SNOW. Thank you, Mr. Chairman and members of the com-
mittee. My name is Lester Snow. I am executive director of the
CALFED Bay-Delta Program.
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What I would like to cover today is to give you an overview of
the program covering our basic approach and the status, but also
to spend a fair amount of time on what we refer to as early imple-
mentation, how we begin improving the situation in the Delta, and
specifically the importance of Federal fiscal year ’98 funding com-
mitment to that early implementation effort.

First, I want to start with I guess what I would call my overall
conclusion, and that is that we cannot and we will not fail in our
efforts to bring a long-term solution to the Bay-Delta system re-
source conflicts.

In this case, the we that I refer to is the State, Federal, and local
governments and perhaps more importantly, the stakeholder com-
munity including environmental, urban, business, and agricultural
leaders coming together as a unit. In this case, the we has realized
that we must move forward and solve this problem.

The reason that we will not fail is not because the current crop
of stakeholders or agency representatives who are smarter or more
insightful than the past generation, but more simply that the con-
sequences of failure have become so severe. Included in the cat-
egory of failure is inaction or status quo.

In the past, we have left things slide because there was flexi-
bility left in the system. We could put off decisions or put off in-
vestments because there were no immediate consequences. Those
days are gone forever.

We see now the consequences of failure in terms of direct im-
pacts, like levee failures during flooding. We see the decline of rec-
reational and commercial fishing. We see risks to water quality in
terms of drinking water supplies, overall reduction of water supply
reliability, reduction of watershed productivity, and perhaps more
alarming for the long run and perhaps less directly understood, a
reduction in Pacific Rim competitiveness and jobs unless we deal
with these issues.

What we are facing are years of deferred investment and deci-
sions to not make changes because it is costly or complicated or
may result in conflict. We are seeing a slow but methodical rever-
sal of this deferred investment, first with the creation of something
called CALFED and the framework agreement, then the accord,
then Proposition 204, and now the appropriation that we are seeing
in the proposed fiscal year ’98 budget.

We must continue in this path and use Prop 204 and the appro-
priation to renew the necessary investments in this system so that
we may succeed. I would like to switch now and try to provide a
basic overview to the CALFED Bay-Delta Program, and to do that,
I want to use a briefing book that I believe you have been supplied,
commonly referred to as the Federal briefing packet, which I be-
lieve you have in front of you.

I know that some of the other speakers will draw attention to
this, and you will hear this a number of times, but I guess part
of the unique aspect of what we are doing is the joint collaborative
effort among State and Federal agencies. We have as a basic foun-
dation of our program stakeholder and general public involvement.
If we do not maintain stakeholder involvement and we do not
maintain general public access to our program, we will fail, because
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that is how attempts in the past have failed to reach conclusions
to these problems.

We depend on a collaborative effort to find solutions. That col-
laboration extends beyond the agencies to individual landowners
that must work with us to help us understand their issues and find
solutions that work.

If I could refer to pages four and five of the briefing book, it will
give you a basic organizational structure of CALFED, organized
under the Secretary of Interior and the governor of the State of
California, with the CALFED agencies in fact forming a board of
directors for the Bay-Delta program.

We have laid out a process in three phases, moving from getting
simple agreement on what the problem is to be solved in this sys-
tem all the way through phase three, which is implementation of
the solution. We have set up specific objectives to cover the prob-
lem areas which we have identified as water quality, ecosystem
health, improved water supply reliability, and system integrity or
levee stability.

We have in phase one, which we completed last year, identified
three alternatives for addressing those issues in a combined fash-
ion. We are now in phase two which includes the environmental
documentation under State and Federal law and a refinement of
these alternatives so that we may reach a preferred, a draft pre-
ferred alternative in November of 1997, and a final preferred alter-
native in the fall of ’98.

If you can look at page seven of the briefing packet, you will see
a very concise description of the nature of the alternatives that we
are moving forward with.

You will notice that each alternative is composed of what we
refer to as common programs, consideration of additional storage,
and finally modification of the way we convey water in and around
the Bay Area system.

Within the common program, we have water quality, system in-
tegrity, ecosystem restoration, and water use efficiency. What we
are doing in phase two is refining these alternatives and devel-
oping environmental documentation to support them as we move
forward.

We are dependent on a lot of public input, with emphasis on ac-
tions and alternatives which address multiple objectives. We want
to avoid people simply trying to address their problem that is sepa-
rate from someone else’s interests, and thus have developed alter-
natives that attempt to address as many objectives as possible.

For example, when we look at storage, we look at it not just as
it may be used for water supply, but also how storage can be oper-
ated to improve water quality, fish flows, and flood management,
so we get as much benefit out of a single action as possible.

All objectives must be addressed in an alternative. In California,
we refer to it as no one gets out alive. We are all in this together.
You don’t get your problem solved unless everybody else’s problems
are solved.

Given the common programs that I have mentioned at the bot-
tom of that chart, it is clear that some actions, no matter what the
final alternative, will be implemented, that is, if they are common
to all of them. Certain actions must be taken to improve ecosystem
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health, water quality, system integrity, and water use efficiency.
That is the basis for the concept of early implementation.

What we have found with our extensive outreach to the public
and to stakeholders is that they don’t want to wait ten year for
more plans to be prepared. They want to see a long-term solution,
but they want us to start fixing the problem now, and not put it
off until we have dotted every I and crossed every T.

We have the ability because of the common program to identify
actions that allow us to begin reinvestment in the system, to iden-
tify actions which will have a beneficial impact, and/or will not
prejudice the long-term outcome.

It is important that we identify actions that we can actually start
resolving some of the existing conflict in the system. If I could di-
rect your attention to page 18 and the three charts that follow that,
I will attempt to describe the basic process that we are utilizing to
identify projects and begin the early implementation.

A major concept in this restoration-coordination activity, as we
refer to it, is to actually identify the priority projects and programs
that can achieve a reduction in conflict of the system and con-
tribute to the long-term.

We are attempting to set up what could be called a funding ma-
trix so that we can make the most efficient use of existing moneys
that are available as well as new appropriations.

We are doing this currently primarily looking at something called
category three, a funding mechanism that came out of the accord.
Monies have been made available in Prop 204.

As we set up the different priorities of what needs to be done,
diversions that may need to be screened, certain types of habitat
that may need to be restored, for current conflict-types of issues,
such as anticipated spring run salmon is a problem. We are dealing
with Delta smelt in the Delta that is a problem, and then we look
at integrating other Prop 204 funds that may be able to make the
project bigger or more efficient, and looking at other Federal funds.

It is our desire to integrate the State and Federal decisions to
come up with better, more efficient programs that address the
problems in the system.

On chart two, there is a very quick shorthand of the decision-
making structure that we have put in place. As you know in identi-
fying the amounts of money that may be necessary in fiscal year
’98, we can identify them by categories, not by project. It is our
firm belief to maintain allegiance to the stakeholders that have
been involved and the public, that we must go through a method-
ical process of picking the best projects.

We have identified categories of activities. We have done that in
a very open process. There are four basic steps for us to come up
with the individual projects, identify the priorities, develop actions
which address those priorities, establish a request for proposals so
we get the best projects in, and finally, recommend the projects.

Since we are dealing with potential multiple funding sources,
projects that we would want to use Prop 204 funds for, we would
recommend to the Secretary of Resources for the State of Cali-
fornia, and likewise, if the Federal appropriation goes through, we
would submit those to the Secretary of Interior for final determina-
tion.
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We are utilizing an ecosystem roundtable which has been estab-
lished as a Subcommittee of the Bay-Delta Advisory Council to look
at these near-term implementation issues and help develop criteria
and priorities by which we will select specific projects. The Bay-
Delta Advisory Council will also review this as part of its task of
looking to the long-term program.

We have attempted to set up a project review process that maxi-
mizes public input and gives us the greatest probability of getting
the best projects to address the issues that we have identified.

The third chart—I really just put this in here to give you an indi-
cation of the kind of timeframe that we are on. To make a long
story short, we have set up for three separate funding cycles be-
tween now and the end of Federal fiscal year ’98. We are on path
now to identify specific projects to begin receiving funding in Au-
gust of this year. Obviously, those funding projects will be focused
primarily on Prop 204, but we can immediately identify additional
projects for funding in the February to March timeframe, and then
a third funding cycle for August-September of next year.

We have set up a process to get maximum input in terms of the
kinds of projects that can address the problems that we have seen
in the system.

We have attempted to identify the kinds of activities, and that
is categorized on page 23. In general, they follow the issues of habi-
tat acquisition and restoration, including conservation easements,
fish screening projects, monitoring to make sure that these projects
are effective in meeting the objectives of the program.

We are establishing indicators that will be used as a yardstick
to make sure that we are making progress on the program. We are
also looking at water quality measures, including watershed man-
agement. We are looking at integrating habitat into levee stabiliza-
tion programs and you will also notice in our proposed activities
conservation and reclamation activities.

I see I am about out of time. If I could indulge you for two more
minutes, please?

Mr. DOOLITTLE. Certainly. Go ahead and finish your statement.
Mr. SNOW. I guess at this point, instead of going through the

more detailed list of the kinds of projects, what I would like to do
is put the emphasis on our outreach and creative solution approach
to this.

We don’t pretend that we know all of the best solutions to these
problems. We do know what the problems are. We do know that
we have problems with fish when it comes to diversions, and we
need to screen them.

We want to solicit creative proposals from people so that we have
on the table in front of us the best thinking of everybody in the
State of California. It is a collaborative effort. We need to work
with the local landowners and local conservancies to make sure
that we are designing the best approaches to these problems.

We cannot pretend that we know in Washington or in Sac-
ramento the best thing that works on Butte Creek. We need to
work with the local folks to understand how these things can be
accomplished.

This is part of a long path. It took us 150 years to get the system
to the condition it is in today. There is no one fix. We have to have
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a variety of actions and a significant period of time in order to re-
cover the system.

We have to actually test our approach to large-scale ecosystem
restoration. Nothing of this magnitude has ever been implemented.
We need to move cautiously but deliberately.

Finally, I guess I would say that we cannot fail, as I started out.
The risk of failure is too great. Part of this issue of not failing is
clearly a strong Federal commitment, not only a policy commitment
to make this happen but also a financial commitment to make sure
we can proceed with the projects that are necessary.

The less that we invest today, the more there will be conflict like
arose yesterday with respect to CVPIA, and the longer it will take.
We often think that we can save a penny today, and that will be
a penny saved, and that is not the case when it comes to health
of this water system.

We need to make the investments today so that we can reduce
the conflict for tomorrow. Thank you, Mr. Chairman.

[Statement of Lester Snow may be found at end of hearing.]
Mr. DOOLITTLE. Thank you very much. Mr. Secretary, welcome.

STATEMENT OF THE HONORABLE JOHN R. GARAMENDI,
DEPUTY SECRETARY, DEPARTMENT OF THE INTERIOR

Mr. GARAMENDI. Mr. Chairman, here we are again. I want to
thank you and the members of the Subcommittee for inviting me
this morning to discuss our process and progress in developing the
comprehensive long-term restoration of the California Bay-Delta
ecosystem.

I am pleased, in fact delighted, that my colleagues from the Envi-
ronmental Protection Agency and from the State of California are
here with me. Our joint participation demonstrates mutual con-
cern, shared cooperation, and long-term commitment to meeting
the challenges of protecting our resources.

I would like to depart a little from my prepared testimony and
deal with the issue you raised in your opening statement, Mr.
Chairman. The April water allocation which is just completed is
the most recent example of the importance of the Bay-Delta pro-
gram that we are here discussing today.

This has been an extraordinary water year, the seventh such ex-
traordinary year in the last eight. We cannot fix the weather, but
we can surely fix the water system.

The Bay-Delta program is the fix to the water system, and it is
imperative that we undertake the projects identified in the Bay-
Delta program. This is the only way that we can all work together
in a coordinated fashion. This is the only way to protect fish and
wildlife. This is the only way to protect agriculture and urban
water users. This is the only way to avoid another fight next April
over the allocations.

The CALFED program itself comes from the 1994 December
when Federal agencies, State agencies, representatives of agri-
culture, urban, and environmental organizations signed what is
known as the Bay-Delta Accord.

That accord described new ways to meet the requirements of
laws, the Endangered Species Act, the Central Valley Improvement
Act, the Clean Water Act, as well as certain State laws.
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We are working together in a comprehensive long-term strategy
to restore the health of the Delta and the Bay. You have heard the
goals from Mr. Lester Snow, and I will not repeat them here, but
in order for us to develop the accord and carry out the long-term
Bay-Delta program, the Federal and State agencies combined
forces in what we call CALFED.

Four Federal agencies, the U.S. Fish and Wildlife Service, Bu-
reau of Reclamation, EPA, and the National Marine Fishers began
the effort together with the State of California.

We have added or are about to add six additional Federal agen-
cies, USGS, the Bureau of Land Management, National Resource
Conservation Service, the U.S. Forest Service, Western Area Power
Administration, and the Army Corps of Engineers.

These additional agencies provide a vast array of experience and
programs critical to our long-term restoration efforts. Only through
broad integration of policies and programs as well as new and cre-
ative ways of approaching problems can we realize the goals car-
ried out or laid out in the Bay-Delta program. This year’s tragic
flooding is a prime example.

In the past several months, State and Federal agencies have
been responding to the January floods that wreaked havoc through-
out much of the Central Valley and the Bay-Delta’s many tribu-
taries. The Army Corps of Engineers in collaboration with
CALFED and other Federal and State agencies has undertaken
major efforts to repair flood protection facilities throughout the sys-
tem.

With the organization of CALFED, we have a unique opportunity
to implement the restoration goals that are part of the Bay-Delta
program, as well as the Administration’s complementary Federal
flood plain management strategies.

Reducing flood damages and threats to life and property through
cost effective and where appropriate, nonstructural alternatives,
can also restore the natural values inherent in the flood plain and
adjacent lands as well as provide for water quality, quantity, and
ecosystem benefits envisioned in the Bay-Delta program.

A moment to speak about the funding. An overwhelming en-
dorsement from California voters for Proposition 204 plus the bi-
partisan support here in Congress that resulted in the passage of
authorizing legislation last fall and the unprecedented collabora-
tion among historically feuding water interests in California, we
have an incredible opportunity today to use the Bay-Delta funding
provided for in the President’s budget as a down payment on this
major effort to restore the environment as well as to provide the
necessary water and flood protection.

The program we are undertaking is one of the most significant
restoration programs ever undertaken in the world, and its impli-
cations go well beyond California.

The committee has recognized the importance of the Central Val-
ley to the health of California’s economy and its diverse natural re-
source base. The CALFED program is an innovative and unique
approach to resolving the complex resource issues that have bur-
dened the State for decades.

It is imperative that we have the funding from the Federal level.
We ask that you and this committee give us your full assistance
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to achieving the goals of the CALFED program. Thank you, Mr.
Chairman.

[Statement of John Garamendi may be found at end of hearing.]
Mr. DOOLITTLE. Thank you. Secretary Wheeler, we are pleased to

welcome you here. You are recognized for your testimony.

STATEMENT OF HONORABLE DOUGLAS P. WHEELER,
SECRETARY FOR RESOURCES, STATE OF CALIFORNIA

Mr. WHEELER. Thank you, Mr. Chairman. I have a prepared
statement that I will submit for the record and attempt very briefly
to summarize my remarks which are directed at the State’s partici-
pation in CALFED.

In addition to my responsibilities as Secretary for Resources, I
am also Chairman of the governor’s Water Policy Council, and, I
am pleased to say, co-chair of CALFED with my colleague to the
left, Bob Perciasepe.

The State’s involvement with CALFED really began just five
years ago this month, with the announcement of the governor’s
water policy framework, in which he identified a strategy to meet
all of California’s water needs for the coming decades.

At that time and at several occasions since then, the governor
has said that until we solve the issues of the Bay-Delta, both the
water supply issues and the environmental issues, we will not be
able to develop a comprehensive water supply for the State which
assures growing supply as California continues to flourish.

In April of ’92, he made that statement. In June of ’94, he came
to the conclusion that we could not achieve a comprehensive solu-
tion in the Bay-Delta or elsewhere unless first the State got its act
together by coordinating a multiplicity of agencies and different au-
thorities. Then having done that through the Water Policy Council,
we challenged our colleagues in the Federal Government who exer-
cise a variety of jurisdictions in the Bay-Delta to similarly come to-
gether.

So we have first the Water Policy Council at the State level. We
had next the organization of the Federal Ecosystem Directorate,
FED, and then as a result of a framework agreement in June of
’94, the emergence of CALFED, the coalition of interests which for
the first time in California’s history, and I believe in the country’s
history, brought together all the resource agencies and all of the in-
terested parties to work together on a solution that is truly com-
prehensive.

That led to the December, 1994, Bay-Delta Accord, which used
the period of three years allotted by the ‘‘no surprises’’ policy of the
Clinton Administration to find the ultimate final solution for the
Bay-Delta, both in terms of ecosystem restoration and in terms of
water supply.

As you have heard from Lester Snow, we are well on our way to-
ward this Delta fix. We are now in the second phase, in fact, of a
three-phase program which has remained the highest priority for
Governor Wilson in the achievement of his overall water policy
framework.

The program and the concept received a strong vote of endorse-
ment first from the legislature of California with the passage of
S.B. 900, and then ultimately, as you have also just heard, from
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the voters of California, who by a margin of 63 percent in Novem-
ber elected to commit $995 million to a variety of different pro-
grams, five in all, for assuring a clean, safe, reliable water supply
for California. Three of those five elements are directly attributable
to the work of the Bay-Delta program and to the solutions of Bay-
Delta issues. In furtherance of the initiative approved by the voters
in November, the governor’s budget for ’96-’97, and his proposed
budget for ’97-’98 include commitment of $280 million all told in
implementation of programs authorized by Proposition 204.

This is a landmark for the State of California and more than de-
monstrable of the State’s commitment to this partnership. We are
very pleased, therefore, that the Congress elected to authorize in
the fall of last year a Federal match to that State effort and are
here to urge your approval of the first year’s increment of that Fed-
eral funding in the amount of $143 million.

The governor wrote to the House appropriations committee on
the last day of March, just a couple of weeks ago, to say that for
the State of California, there is no higher priority in the Federal
budget than this match of the State’s effort with respect to the
CALFED Bay-Delta program, and that the State’s expenditure in
support of this program can only succeed if there is a commensu-
rate resolve and effort on the part of the Federal Government.

Let me conclude my remarks, Mr. Chairman, on this occasion by
quoting from the governor, and he wrote in that letter of March 31,
‘‘This $140 million appropriation is my highest priority for the en-
ergy and water development appropriations bill.’’

We have submitted a copy of that letter to you for the record,
and I am pleased to have been able to underscore the governor’s
commitment and the State’s commitment to being a full partner in
this very innovative solution to Bay-Delta issues. Our partnership
with the Federal Government represents real opportunity to dem-
onstrate to the world in fact that California has once again led the
way in devising innovative means in which to meet its resource
and its economic objectives.

[Statement of Douglas P. Wheeler may be found at end of hear-
ing.]

Mr. DOOLITTLE. Thank you. Mr. Perciasepe, we are pleased to
have you here, and you are recognized.

STATEMENT OF ROBERT PERCIASEPE, ASSISTANT ADMINIS-
TRATOR FOR WATER, ENVIRONMENTAL PROTECTION AGEN-
CY

Mr. PERCIASEPE. Thank you, Mr. Chairman. It is an honor for me
to be here. I, too, like my colleague, Secretary Wheeler, am wearing
two hats today, first as an administrator of EPA but also as the
co-chair with Secretary Wheeler of the CALFED process, so in that
regard, it is an honor to be here and be invited to testify.

Before I say something about the accord and add just a few more
pieces to what you have already heard, I also want to make clear
how important we view and recognize the economic and ecological
significance of the water systems in California. The economy of the
State of California is important to the entire economy of the United
States, and the ecological resources and natural resources that we



12

are working with here and that are involved with are also of na-
tional significance.

I want to talk a little bit about what we have achieved under the
accord and a little bit about the funding and what we hope to be
able to do.

First, the accord accomplishes a number of things that have been
mentioned already. It defines a process to adopt water quality
standards. It defined a process to coordinate water project manage-
ment. It created a program to improve aquatic habitat. It estab-
lished a long-term process which Lester has reviewed, and I think
I agree with Secretary Wheeler that it provide a framework and an
atmosphere and a time for us to achieve those things by having
that period of certainty.

The water quality standards were ultimately adopted by the
State water resources control board in May of ’95 and approved by
EPA in September of ’95. This is something that both the State of
California and the Federal Government had been trying to achieve
for quite some time, and we are all very proud that we were able
to do that.

We have set up a process to coordinate reviews of some of the
achievements of the accord to date, a process to coordinate project
management between the State and Federal Government. We have
developed an atmosphere of more confidence in the financial mar-
kets in the State of California, in people like Standard and Poor’s
writing that the accord represents a major step in alleviating many
of the credit concerns that were evolving from a municipal bond
standpoint. Richard Rosenberg from the BankAmerica Corp saying
that the accord is a critical first step toward a new era of water
management in the State.

These are all confidence-building and important statements in
terms of the atmosphere and the process that we are trying to put
forward.

I think more importantly and probably significant is the involve-
ment of all the different stakeholders. Mr. Chairman, you men-
tioned in your opening remarks the agricultural concerns, the
urban and industrial needs, the ecological needs, and getting every-
body to work together on those issues have been provided for in
this process.

The Federal funding request for fiscal ’98 is really part of this
larger process that Lester reviewed, and you have the information
in front of you which I won’t detail here in my comments about
how we are anticipating these funds to be spent.

I would like to make a couple of points that we have to have a
continuing transition into the long-term plan that we are all work-
ing on, and part of what we are trying to do with our five-year
funding plan here at fiscal ’98, and the CALFED proposal, is to
continue building that confidence by doing no-regret projects,
projects and programs that are components of all the different al-
ternatives that are common to all of the alternatives and cover
many of the areas that we are concerned about, not just ecological
restoration but also water quality, levee vulnerability and the
water supply. Some of those projects are laid out in front of you.

We are also working on a cost-share agreement which we plan
to have in place before September so that the Federal funds and
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the State funds under Prop 204 can be spent in a cooperative way
under an agreement that both of us have to do, because statements
both in the Federal law authorizing Federal funds and the State
law require a cost-share agreement.

We also have a new way of doing business in how we are going
to be working on these projects. You have me from the Environ-
mental Protection Agency here talking to you today about projects
that are going to be done perhaps by the Army Corps of Engineers,
or maybe by Secretary Wheeler’s agency, or the Department of In-
terior—probably not by EPA—advocating this whole issue of
projects that we are all working on together, and how these funds
are going to work together in tandem, and how we are going to
make those decisions.

I will conclude, simply because much has already been said, by
saying that the Bay-Delta process should be supported for a num-
ber of reasons. First, it is built on a core of partnership with the
State, and I think, as a former State official, one of the most impor-
tant things in this process is that we are working on this together
with the State.

Second, the coordination amongst the Federal agencies, again, as
Secretary Wheeler mentioned in his statements, we have really
worked very hard to keep the agencies working together on this,
and this provides a really good opportunity for us to do it.

Third is the fact that all the stakeholders are involved with this,
and I think Lester may have used the term nobody gets out alive.
I would prefer to say we are all going to be fed really well, and that
the idea here is really that the house has to be built with all the
struts strong and that is what we are trying to do, and that is what
the process is designed to do.

I will stop here, Mr. Chairman, and I will answer any questions.
[Statement of Robert Perciasepe may be found at end of hearing.]
Mr. DOOLITTLE. Thank you very much. It is hard to know where

to begin, but Mr. Garamendi, what is the status of this water allo-
cation?

Mr. GARAMENDI. The water allocations were made late yesterday.
The announcements went out late yesterday afternoon.

They are much the same; in fact, they are the same as was envi-
sioned by the operation—CALFED operating group—last Friday.
There was a modification made, a statement made as to the policy
surrounding the B–2 water and how it can and under what cir-
cumstances it would be used in the Delta, also a policy statement
made with regard to the no-net-loss provisions of the accord which
will be in operation this year. That having been done, the policy—
the allocation was made yesterday.

It is, as I said in my opening statement, this is a symptom of the
larger problem, and we will be plagued with April allocation prob-
lems every year in the future as we have been in the last several
years in the past because the system is broken. It is the Bay-Delta
program that allows us and gives us the framework and the re-
sources, the guidelines and the mechanism to fix the system.

It is simply imperative, we cannot survive long in California
without the Bay-Delta program.

Mr. DOOLITTLE. I think we all agree the system clearly is broken.
Hopefully, this process will lead to its satisfactory repair and an-
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swers. Are there outstanding issues still unresolved concerning the
water allocation?

I thought I read something in your press release that there are
going to be further refinements.

Mr. GARAMENDI. Yes. The work done by the operating, the ops
group, last Friday spoke to the first half of the process. The second
half was unresolved last Friday, and that second half is whether
the specific criteria and mechanisms to be used in the makeup
pumping that will occur in the fall. That has yet to be determined.

We do have an extensive box of tools available to us to assist in
the makeup pumping in the fall. We expect that all of those tools
will be used. Some of them are cited in the CVPIA legislation, oth-
ers have been suggested by water users throughout the State, and
we will be using all available tools as appropriate and as needed
to complete the makeup pumping in the fall.

We have about a two to three-week period ahead of us in which
these issues will be discussed and resolved and my statement
speaks to that period of time.

Mr. DOOLITTLE. So you expect that at least within three weeks,
these allocation issues would be resolved?

Mr. GARAMENDI. That is correct. That is the intention, and the
word I had last night, discussions with the people that will be
doing the work is that they expect to be able to resolve the remain-
ing issues which are principally around the issue of—which are
around the issue of the makeup.

Mr. DOOLITTLE. Thank you for your efforts so far.
Mr. Snow, is it important to the CALFED Bay-Delta Program

that the appropriate agencies determine the accounting of the
800,000 acre-feet of yield for the CVP rather than Fish and Wild-
life?

Mr. SNOW. The short answer to that question would be yes, but
we do need to understand how we are going to deal with what I
would call environmental flows.

We certainly feel as we compare our ecosystem component of the
long-term plan, that should be addressed in the magnitude and
timing with certain kinds of flows to provide ecosystem benefit.

Obviously, that is what was intended with the 800,000 acre-feet,
so at some point in our process, we need to better understand the
prescription for the 800,000 acre-feet to make sure it is integrated
with the way we look at the long-term needs of the ecosystem.

Mr. DOOLITTLE. And how close are we, in your opinion, to reach-
ing a long-term agreement on how that water will be counted?

Mr. SNOW. I cannot answer that. I am not involved in dealing
with the CVPIA and the actual prescription. I can respond that we
are quite close in terms of the CALFED program understanding a
lot of the principles related to when you need ecosystem water for
the fish restoration plan or other types of issues, so we are trying
to work closely to integrate those, but I am not familiar with the
schedule for making the determination of the 800,000.

Mr. DOOLITTLE. Let me ask our Deputy Interior Secretary. Mr.
Garamendi, how would you answer that?

Mr. GARAMENDI. I am trying desperately to recall what I told you
a week and a half ago so as to honor the commitment I made when
I raised my hand as to telling you the whole truth.
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As I recall, it is the end of this—it is in May. It is the end of
May. I believe that was my testimony a week and a half ago, and
I believe it is the end of May that we expect that to be completed.

Mr. DOOLITTLE. I know my time is up here, but Mr. Wheeler, are
you in accord with this process, the 800,000 acre-feet, or is it your
understanding, too, that representatives state that we will have
closure of this by the end of May?

Mr. WHEELER. We are so assured, Mr. Chairman. This is not a
matter of direct interest of the State or a concern. I should say it
is of interest to the State but not of direct responsibility, and we
share the view of the CALFED project that we have to take into
account the availability of this water as part of a larger plan,
which plan is very much a concern of the State.

Mr. DOOLITTLE. If you don’t know what this is, it is going to be
difficult, isn’t it, to proceed ahead?

Mr. WHEELER. Absolutely, and I think that goes to the point of
how much additional water and for what purpose will be required
of the CALFED process. This is a building block situation.

We are trying to integrate. One of the unique aspects of CALFED
is the fact that we are trying to integrate a number of disparate
statutory authorities and requirements, State, Federal, and local,
into a comprehensive plan, and the comprehensive plan that
CALFED is supposed to prepare, but you are absolutely correct
that you can’t do that unless you know what the component parts
are.

Mr. DOOLITTLE. Thank you. Mr. Radanovich.
Mr. RADANOVICH. Thank you very much, Mr. Chairman, actually

for setting these hearings and for the attendance of everybody in-
volved with the CALFED process.

It is a remarkable process. I want to extend my complete en-
dorsement of your endeavor and I want to reiterate how easy it
was last year to promote the funding or at least the authorization
for the spending of a portion of which you were seeking to get ap-
propriated.

It was very easy simply because it had broad-based support in
California, and I look forward to continuing that as well.

Mr. Snow, I wish to get an estimate from you or at least a break-
down of the current $143 million request. I will applaud the Ad-
ministration for coming up to the plate for the full amount. We,
however, have our task at hand to make sure that the appropri-
ators indeed appropriate that much this year.

So if you could, please, give me the breakdown, a general break-
down, of where that money will go and also which agencies it will
be spent through. Is that a problem in making sure that all
CALFED agencies were affected the same way?

Mr. SNOW. In the briefing book, it provided our current estimate
on page 23 to go through both our—what we have done is given
a total estimate of what we can accomplish in fiscal year ’98 for the
total program. That adds up to $260 million and covers all four
problem areas.

Then in turn, we have taken each of the areas, such as eco-
system quality, and broken it down into pieces such as habitat ac-
quisition and restoration, fish screening and passage, and then in
each of those cases, further broken it down.
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These end up being our target categories. For example, $47 mil-
lion of acquisition of key properties and habitat restoration in part-
nership with others for fish and wildlife purposes, and we have in-
dicated in there just looking at existing programs that funding
could be used by USDA in concert not only with their Natural Re-
source Conservation Service Activities, the Fish and Wildlife Serv-
ice, but other entities.

We have not made a determination at this point exactly how
those moneys should flow, and the reason for that is while we have
targeted areas and types of habitat, we have not selected projects,
and that comes through this ecosystem roundtable process that I
have described.

So as we get an inventory of projects ready to go, each one may
have a different funding combination and a different lead agency.
We are looking to accomplish the kind of maximum ecosystem ben-
efit for the least dollars by looking at these different combinations
of projects.

So this is our current working level of detail, these kinds of cat-
egories, and as we proceed with our public process through the eco-
system roundtable and the Bay-Delta Advisory Council, we will
start filling in with specific projects.

The first projects will be funded under Prop 204, because we in-
tend to do that in this Federal fiscal year, August of this year, to
begin allocating the moneys.

Mr. RADANOVICH. So if I can assume the total of page 23 is not
the total, but rather it goes on to include pages 24 and 25?

Mr. SNOW. Yes, I am sorry. It is on page 26 that has the totals.
It shows $143 million as a potential Federal funding, and $260 mil-
lion as the total.

Mr. RADANOVICH. Thank you very much. Mr. Chairman, I have
a statement and a letter I would like to submit for the record.

Mr. DOOLITTLE. That will be accepted, without objection.
[Statement of Hon. George Radanovich may be found at end of

hearing.]
Mr. RADANOVICH. Thank you very much. Also, Mr. Snow, how

much is the programmatic EIS statement on the three long-term
alternatives expected to cost, how will it be funded, and is late
1998 a realistic timeframe to expect completion of this EIS?

Mr. SNOW. Let me start with the last question, realistic time
line.

I think if you talk to people that are familiar with projects such
as this, they would say no, that it cannot be done in that period
of time. However, we have established that deadline, and we intend
to stick to it.

An important part of this whole effort is keeping everybody en-
gaged, keeping the momentum, and I believe if we keep the stake-
holder community engaged and the diversity of the State and the
Federal agencies that we can meet our targets.

These kinds of processes, if you slow down every time there is
an issue, you can turn it into a ten-year planning process. That is
not going to serve the resource system well if we do that, so we in-
tend to stick to that deadline.

In terms of the funding, as a result of the Bay-Delta Accord,
there was a specific agreement developed between the State and
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Federal agencies to prepare a long-term plan. That agreement that
has been executed between the State and Federal agencies provides
for 50–50 cost share of developing the long-term strategy, pre-
paring environmental documentation, and establishes in that
agreement a total cost of $20 million to be split evenly and provides
for modifications as necessary as we proceed and covers a four-year
period of time. That is what we are operating under currently.

Mr. RADANOVICH. Thank you. Mr. Chairman, I would like an-
other couple minutes because I have run out. I do have some more
questions.

I know this is a hard question to ask, but Mr. Perciasepe, is that
how you say it?

Mr. PERCIASEPE. That is fine.
Mr. RADANOVICH. Would there be any difficulty in extending the

existing three-year program to four if necessary until a long-term
management plan is determined, if it is determined that it will
have to go beyond 1998, and if so, can you give me an idea of how
long we might expect it to go if you don’t reach that 1998 deadline?

Mr. PERCIASEPE. Thank you. The existing accord which was
signed in December of ’94 was a three-year horizon which would in
theory then have it expiring in December of this year.

We are all in agreement that this needs to be extended for some
period of time. We are working with all the stakeholders, with the
State and the other Federal agencies to frame how that will be ex-
tended.

I think it is our feeling and our desire to extend the accord for
the appropriate period of time to allow that work to be completed,
and we think it has worked well within the framework for all the
work that we have been doing.

So the answer in simple terms is yes, we think it should be ex-
tended, and yes, we are working on it to get it long before the dead-
line or the expiration.

Mr. RADANOVICH. Thank you very much. Mr. Deputy Secretary,
thank you for being here. As you well know, I have had a long-term
desire for obtaining some legislative changes in the CVPIA, so to
follow up on the Chairman’s question, to what extent will the pre-
scription be that the 800,000 acre-foot will require legislation in
your opinion?

Mr. GARAMENDI. I don’t think any legislation is required with re-
gard to the CVPIA. What is required is that we move beyond the
CVPIA and get all of the water system in California into a repair
process. The CALFED Bay-Delta puts us there where we can
achieve the fixes, the kind of solutions necessary.

As to the CVPIA, we do not believe legislation is required, and
certainly, we spoke to that extensively last year.

Mr. RADANOVICH. Thank you, Mr. Deputy Secretary. One more
question, if I may. Will the department present water contracts as
a draft new contract beginning with contract negotiations on those
water contracts that expire later this year and then early in 1998?

Mr. GARAMENDI. There are two issues that are outstanding with
regard to the water contracts. The first is the issue of the Windstar
impact on those contracts and whether the language needs to be
changed. The solicitor for the Department of Interior, Mr. John
Leshy, has determined that the current language in many of the
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contracts opens the Federal Government up to significant financial
liability, and we are now in the process of discussing with the con-
tractors different language that may resolve that problem. We hope
for a speedy resolution of that, and if that is the case, we would
hope to have that resolved in the next few months, perhaps sooner.

The second has to do with renewal of contracts. The contracts
that are up for renewal will be dealt with as they come up. Until
the EIS is completed, those renewals will be additional short-term
extensions.

Mr. RADANOVICH. Thank you.
Mr. DOOLITTLE. Mr. Pombo is recognized.
Mr. POMBO. Thank you, Mr. Chairman. Mr. Snow, in going

through the briefing packet that you provided, I notice that there
are a number of land acquisition portions of that, and that a lot
of that money is contingent on land acquisitions.

Do you intend on proceeding with that willing buyer-willing sell-
er arrangement only?

Mr. SNOW. Yes, exclusively willing buyer-willing seller, and if I
could add, in as many places as possible, we would like to work
with a local entity of some sort, be it a conservancy or group of
landowners that we try to work through.

A lot of the historic problems have been associated with land ac-
quisition for ecosystem purposes, and I think we know too well the
good intentions of restoring wetlands only to create mosquito prob-
lems for the neighbors, and we have to go through those.

If we do not commit to doing that, we are not going to have a
lot of willing sellers, so we have to make a strong commitment to
working with landowners and do it exclusively on a willing-seller
basis.

Mr. POMBO. So it will be exclusively on the willing-seller basis.
Is that part of the authorizing document or is that just a commit-
ment on your part?

Mr. SNOW. For what we are calling the early implementation pro-
gram or the accelerated implementation, it is a policy statement.
Basically, that is how we are going to proceed with this early im-
plementation program.

Mr. POMBO. Have you identified, and I know you have, but have
you identified potential sites for acquisition and if so, how are you
dealing with those property owners at this time?

You brought them into the process and discussed with them that
their properties are slated for potential acquisition?

Mr. SNOW. At this point, all we have identified is broad areas
such as the Delta or Suisun Marsh or North Bay or San Pablo Bay.
We have not targeted specific properties at this point.

Mr. POMBO. I notice that in one part, it specifically points out the
Stone Lakes Wildlife Refuge, the expansion of that existing refuge.
In order to do that, you are expanding onto private property, and
I have had constituents contact me with concern as to which direc-
tion and who is involved.

Mr. SNOW. We are aware of the conflicts and the controversies
associated with Stone Lakes. We highlighted that area because
that particular category that we proposed would deal with meander
belts as well as the potential condition to existing refuges in the
San Joaquin, Delta, and the Sacramento system.
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We have not targeted specific acquisitions in those areas, but I
think that the point that you are making is certainly a critical
issue to us, and that is that we have to work with the local parties
that would be affected by such land acquisitions in order to have
a long-term successful program.

We do not view this as run in quickly and secure 100 acres and
we are through. We have to have a long-term sustained relation-
ship with the local property owners in order to maintain the kind
of program that we are talking about.

Mr. POMBO. At what point will the property owners be contacted
and told that they are on the map, so to speak?

Mr. SNOW. Well, there are two separate tracks that we are on to
do that.

One is that we have already started holding regional meetings to
discuss our long-term program, ecosystem restoration activities.
The point of that is to talk about where we may be going in the
long run, what could be local impacts, and to get better ideas.

Separately, though, we will be holding local meetings to talk
about these near-term activities, to have actual workshops before
we solicit proposals from people to try to get additional input and
let people know what is going on in their area.

The other piece that fits that is that we are trying to have meet-
ings with local entities in certain areas, such as in the Delta with
the Delta Protection Commission, to get on their agenda and de-
scribe these activities and to work with some of the local land-
owners.

Also, I guess I would stress that this is only a partial response
to the issue that you raised. That is why we have established some-
thing called the ecosystem roundtable. This actually has members
of people from different parts of the State with different interests,
so they are bringing these concerns to the table as we even formu-
late our strategy for implementing these ecosystem restoration op-
portunities.

It is probably not a perfect system that we have set up, but we
think we have enough workshops and contact, enough organiza-
tions, that we are providing the opportunity to make sure we run
these issues to the ground and that we do not make a mistake and
get landowners upset at the front end of a program when we are
depending on their cooperation for the long run.

Mr. POMBO. Unfortunately, and I appreciate your trying to set up
the roundtables and do as much of that as you can, but unfortu-
nately, the property owners that are involved may be more likely
to reach out if they went to a farm bureau meeting than an eco-
system restoration roundtable, and so you can have a lot of meet-
ings like that.

The Health Protection Agency is made up of a very diverse
group, but the property owners that are involved for the most part,
you can go all the way through your entire process and they can
be oblivious that they are even being considered.

I would like to strongly encourage you that early on in the proc-
ess, when you are beginning to develop areas and maps as to where
you are going to go that you begin to contact the property owners
so that they know before they pick up their paper in the morning
and see a map that they are potentially going to be on a map.
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I think that would avoid a great deal of the problems in the long-
term.

Mr. Chairman, I understand my time has expired. I did have a
few more questions. Are we going to have another round of ques-
tions?

Mr. DOOLITTLE. Why don’t you just go ahead and ask your ques-
tions?

Mr. POMBO. Thank you. What restrictions—if you come up with
a plan and you can use South San Joaquin, you can use the Stone
Lakes area, both of which are identified as areas of potential acqui-
sition, and you come up with a plan that the experts agree is the
best thing to do, but you have unwilling sellers in those particular
cases.

What kind of restrictions would you place upon those sellers who
happen to be within an area that is slated for acquisition on their
activities, normal farming activities? What kind of restrictions
would you place on them if they are unwilling sellers?

Mr. SNOW. Well, I guess there are a couple ways to try to answer
that, but I think that perhaps the most germane way to answer it
is that a proposal that would come in for this early implementa-
tion—that is what I am talking about right now exclusively, that
had these types of local conflicts going on would be very unlikely
to receive funding through our process, because it is incomplete as
far as we are concerned.

We are looking for projects that are ready to go and don’t have
these kinds of conflicts and controversies going on with that. So we
are going to expect programs and projects to come in where people
are already working with the local landowners to resolve those
problems.

So if we have a proposal for land acquisition where it is a patch-
work quilt because they are saying they are going to have to con-
demn some of the parcels, it doesn’t meet our criteria for this early
funding effort.

Mr. POMBO. But see, that is exactly the problem right there. It
is just the way you described that, because it will be on the map
as slated for acquisition, and there may be a problem with a few
owners that are unwilling sellers or however it is, that there may
be a problem with that particular acquisition.

You won’t slate money to purchase that because there is a prob-
lem with it, but it will remain on the map as slated for acquisition
for habitat restoration or wetlands or whatever the overriding pub-
lic use of that may be, and for ten years, twenty years, however
long this process continues, every time a county planner picks up
a map, they will see that is slated for acquisition by this process.
Every time a potential buyer of that property for farming use
comes along and begins to do his research into a particular piece
of property, he will find out that that property is slated for future
acquisition by Fish and Wildlife, Army Corps, or whoever it may
be, and that tends to have the impact on the long-term viability of
that particular parcel on the value of that parcel and will be seen
over a number of years as—they potentially will become willing
sellers because the government is the only buyer, and there is no
one else out there.
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I am concerned about establishing this process that we are going
through and not having some way of protecting those property
owners who may not be willing sellers in this process. I understand
there are willing sellers. I have talked with a number of them, but
there are a number of them that have contacted me that are not
willing sellers, and I am very concerned about where this takes us.

Mr. SNOW. You raise a good point that I don’t have an equally
good answer for. It is actually very germane when we look at the
bypass or overflow areas on the San Joaquin where we can talk
about dealing with a flood management issue at the same time we
are talking about ecosystem restoration activities.

If you have 100 landowners lined up that think it is a good idea
to have a flood easement and conservation easement, but there is
one in the middle that does not, do you build a levee around them?

That is a fundamental question that is in our future, no question
about that, and I don’t have a good answer for resolving those
kinds of conflicts. I do know that in the near-term, to deal with this
early implementation, we are going to steer away from projects
that have that kind of—it is called implicit condemnation aspects
to them and move to projects where we can get something done and
get the benefits generated to reduce the conflict that is out there.

But in the longer run, when we look at, again, an example of a
bypass, agricultural preserve, habitat preserve, that is a more dif-
ficult issue, and we are going to spend a lot of time working on
that.

Mr. POMBO. I appreciate that, and I would really like to continue
working with you on that, because it is a concern of mine.

Mr. Perciasepe, along the same lines, the acquisition of these
properties, what is the commitment of the Federal agencies in pro-
tecting the property rights of the individuals who appear on a map
slated for acquisition even though—and we both understand that
the way this works is you will sit down and figure out the best way
to do this and come up with a map, and then you go out and try
to purchase the property. That has a lot of times been when the
problems start, but what happens, what are you going to do and
what is the commitment going to be from the Federal agencies not
to put further restrictions on those individuals who happen to not
be willing sellers in this process?

Mr. PERCIASEPE. I think first of all, I want to also reiterate what
Lester said. I believe these issues of the impact of the Federal Gov-
ernment is an important aspect of this and probably will be han-
dled in a sensitive way identifying what may or may not need to
be done through any project that comes out of this process, not just
ecosystem-type projects, but also facilities that may have to be
built, a more traditional concept of government working with pri-
vate property owners. I think both of those aspects are going to re-
quire a great deal of sensitivity.

There is nothing in this program that changes the existing regu-
latory aspects of the different agencies. We have no new authorities
granted to us by these funds or to any of the participating State
or Federal agencies, so the existing, underlying laws would be the
ones that would be enforced.

Mr. POMBO. What concerns me is some of the things the Federal
agencies have done in the past, and what I am searching for is, I
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guess, commitment in this entire process, that those kind of things
aren’t going to happen in the future, where you have an unwilling
seller who can go through a number of years and eventually get to
the point where the only buyer for their property is a Federal agen-
cy or conservation group, and that is the only direction they can
go, and the property has been devalued because there is only one
buyer, and we end up with a situation where they are contacting
their elected representative to help them out, and it is way too late
in the process.

I think it is early in the process that we have to put this out on
the table so that these kind of things don’t happen.

Mr. PERCIASEPE. I would agree, and I think we have the agree-
ment of the Federal agencies that this entire process, when it
comes to the use of private property for any public purposes,
whether it be facilities or easements or whatever, has to be done
in a way that reaches out to the individual property owners, and
I would agree with that.

You have my commitment that we will make sure that that hap-
pens.

Mr. POMBO. And this question, I guess, would probably be more
appropriately geared to Mr. Garamendi. Would the Administration
oppose language that would say that just because they are on a
map it would not put any added restrictions or in any way reduce
the use of that property just because we put them on a map?
Would that be possible?

I know you don’t have language in front of you or anything, but
I mean, just that general idea, is that something that you think the
Administration would oppose?

Mr. GARAMENDI. I think such language would be unnecessary. In
the instance we are discussing, which is the first $143 million allo-
cation, most of which will be spent as Mr. Snow suggested in what
are called early implementation, we will not be in a position to do
something that is not desired by the landowner.

Now, the land that is likely to be affected or desired or acquired
is land that is in unique status to begin with. It is along a river.
It is a potential wetland or it may already be a wetland or an area
in which—the Stone Lakes area which is subject to flooding today
and there are restrictions having to do with the flooding that oc-
curs there annually.

I cannot envision specific language or even general language that
would be of use in the context of this particular appropriation.

Now, as we move into the future with the remaining other por-
tions of CALFED, there are projects that are flood control projects.
It is clearly envisioned that a flood control project is one that may
very well require condemnation often because the landowner may
desire a friendly condemnation. There are certain tax advantages
to such an activity versus an outright sale of the land, so I don’t
think we want to preclude that.

Certainly as you understand so well from your district, flood con-
trol project is a chain and a link missing is not a project at all, so
we want to be very careful how we deal with that and not preclude
that potential which may be beneficial to the landowner.

Then the third part of this Bay-Delta program is water enhance-
ments, meaning how do we get new water, additional water. Those
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are what I think Mr. Perciasepe said the traditional water projects,
and again, I don’t believe it is wise to preclude both because the
landowner may desire a friendly condemnation, nor do you want—
and it may be impossible to build a reservoir or a pipeline system
or a pump without having that option available to you.

I would suggest that the point you have made is one that is well
understood. You have heard from three of us that we understand
the point you are making, but I think that given the extent of this
project across the vast reach of California, that language may very
well be very, very detrimental to achieving the goals and not carry
out the desire that you are seeking.

Mr. DOOLITTLE. Mr. Snow, since this is sort of free money that
you are spending; in a sense, this isn’t coming out of your pocket.
What incentives are there for you to get the most bang for the
buck?

Mr. SNOW. Having just filed my taxes, I am not convinced that
it is not my money.

Mr. DOOLITTLE. Thank you.
Mr. SNOW. A taxpayer in your district, I might add, and that is

a question that everyone has asked, whether the stakeholders are
going to hear from our elected officials in California or back here,
how do we get the bang for the buck on this.

You will even notice in this proposed allocation of funds, that we
have included a specific category for monitoring of ecosystem
health. That has to be part of any effort that goes forward as im-
proving the way that we monitor these projects as individual
projects if in fact they are doing what we said they are going to
do, is the riparian habitat coming back the way that it said, and
are fish responding to it.

In our program, we are developing something that we call eco-
system indicators, which are basic yardsticks to be used to see if
we are going where we said we are going to go, but then also per-
haps more relevant to these specific funds and the projects that
would enable, we do envision a very specific monitoring program
where we set up baseline conditions and then monitor as the ac-
tions are taken to see if we are getting the results.

If a fish screen is being put in place, we want to monitor how
that fish screen is working. This is particularly important were we
may in fact be funding innovative approaches to fish screening, not
just a cookie cutter approach that, here is the mandate for the fish
screen, go do it everywhere.

If we are allowing some creative approaches, then we need to
have a monitoring program in place to make determinations about
the least cost and most effective way to screen fish out of diver-
sions.

I can’t follow up with additional information on the broad eco-
system indicators and our strategy, but the actual monitoring will
be developed to fit the individual projects to make sure that the
projects are being implemented properly.

Mr. DOOLITTLE. Well, you hit upon an area I was specifically in-
terested in. Maybe Mr. Garamendi or one of the other gentlemen
here will comment about it.

There is one reclamation district that had a proposal to protect
fish. It was not a fish screen. It was some sort of an acoustic de-
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vice, much less expensive, I guess many times less expensive than
a fish screen, and according to their experts it would have saved
80 to 90 percent of the fish, but the Fish and Wildlife Service has
apparently set a standard that requires, I think it is 98 percent of
the fish to be saved. I guess zero percent are being saved today.

My question to one of you gentlemen is, react, please, to this sit-
uation where there was an innovative, non-fish screen approach
and it was vetoed by one of the Federal agencies.

Mr. GARAMENDI. Which one did that?
Mr. DOOLITTLE. Fish and Wildlife Service.
Mr. GARAMENDI. Mr. Chairman, you asked for my reaction, and

my reaction is that that is not the proper answer that was given
by the Fish and Wildlife if you cite the facts totally and correctly.

We must be creative and innovative, seeking methods that are
new and in some cases untried. We have to use what we are calling
an adaptive management approach, but frankly, the answers are
not known on many of the wildlife issues today, and we need to try
something, test it. If it doesn’t work, then come back and make
modifications. Only in that way will we make progress, and I am
a very strong advocate of that, and I would certainly want to see
the Fish and Wildlife Service be using that adaptive management
process.

I know that Mike Spear is an advocate of that. He is our regional
manager on the West Coast, and I would think that we will see
more of that. I would be interested in having the specific facts with
regard to this one. It might prove to be a useful example for us all.

Mr. DOOLITTLE. I will forward to you the specific facts and would
request that when you review them, that you make a response to
the committee.

I think a lot of good can come out of this if people are willing
to be flexible and reasonable as to how these things are done, but
to demand that—I mean, a fish screen is not necessarily a perfect
answer. It is certainly a very expensive solution, if it really
amounts to much of a solution, and I guess that is perhaps another
question.

Mr. GARAMENDI. I look forward to getting the specific informa-
tion and I will respond to you. I have given you my general impres-
sion based on the information you have given me. The bottom line
is, in order to deal with the Bay-Delta issues, the water issues of
California, we must be creative and that means trying new things.

Mr. Chairman, I am apologetic, but I have an airplane that I
must leave for.

Mr. DOOLITTLE. I appreciate your staying. We started late. I
would encourage those of you who are able to remain to do so, but
I understand this is a very difficult situation.

I think, Mr. Garamendi, you have answered my questions, and
Mr. Pombo is satisfied, so why don’t we ask the rest of you to re-
main, and we will excuse the Deputy Secretary to make his plane.

Mr. GARAMENDI. Thank you very much.
Mr. DOOLITTLE. And I think that we are just about concluded

with the questions for the rest of you. I hope at least Mr. Snow can
stick around for the second panel, and as many of the rest of you
as are able.
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When you hear the testimony of our final witness on the second
panel, I would be interested in engaging you in a bit of further con-
versation. I think when you hear the testimony of Mr. Payne, you
will see what I am driving at here. In fact, I truly regret that I was
not aware of his testimony earlier. I would have asked the Corps
of Engineers to be present for this to get their input, but it was
too late to do that.

Let me ask you this question now, Mr. Snow. In your inter-
change with Mr. Pombo, you certainly made it clear that you are
pursing willing buyer-willing seller. I guess the question I would
follow up with is, what conditions are necessary to foster the cli-
mate of a willing buyer-willing seller?

In other words, it is certainly possible to make the pronounce-
ment that you are going to do that, but then every time somebody
turns around to do practically anything with land that is in one of
these sensitive areas, you have to have some governmental agen-
cy’s permission, and we all know that they communicate with each
other, local, State and Federal. The State agencies will pick up the
phone and call the Federal and vice versa, hey, we have a situation
here, an interest in this, move slowly with your permit or what-
ever. I do believe that that occurs, and you will see in the testi-
mony of Mr. Payne someone who has been frustrated for years over
this.

In fact, the Corps of Engineers is one of your participating agen-
cies, right, in CALFED, and the real estate division apparently
doesn’t communicate with the CALFED aspect of the operation.

What do you do about this when people become very frustrated
and are deemed to be willing sellers because they finally don’t
know what else to do. Essentially, they give up.

Are you sensitive to these problems and what are you going to
be doing to take that into account?

Mr. SNOW. Yes, I am, and I am going to do something different
than the Corps did in this case. This will be the short answer.

I have some general familiarity with the issue that you are refer-
ring to with Mr. Payne’s property, and it is a truly unique situa-
tion. I am not sure I have ever run across anything quite like that,
and I will give you one kind of specific response as to how I think
we want to do business, and I hesitate to do this, because I know
that you have on your next panel someone from the Nature Conser-
vancy.

But I think in fact the Nature Conservancy provides a model
that we want to work with, and that is that is not Federal or State
agency acquisition of property. It is our enabling organizations
such as the Nature Conservancy that has a track record of working
with the local landowners to do this in a cooperative fashion to ac-
quire property.

I think that is what we want to see happen, is to be able to see
conservancies and other organizations that have at their roots the
local property owners and local interests participating in those
kinds of decisionmaking processes.

Where that doesn’t work, then we will need to have a more tradi-
tional property acquisition, but we have to be mindful of these
kinds of issues because of the sustained effort that we have to
maintain. If the reputation is that the land acquisition that re-
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sulted from the CALFED program is going to cheat you out of the
value of your property, then there is not going to be willing sellers
out there, and there are going to be people back here testifying
don’t give them any more money.

We have that in mind as we proceed forward with this. We have
to deal fairly, and that is on both sides. I mean, if you give away
too much money, then you have people saying that it is a gift of
public funds, so you have to have a fair and open approach, and
everybody knows what the rules are.

I think that philosophically, that has to be the foundation of this
program, because we are not in this for a flash in the pan where
we are going to buy a couple hundred acres and we are through
and we don’t care what people think about is.

We are in this for the long haul. The efforts that we are talking
about you will see referred to in here, 20 to 25 years of implemen-
tation. To be able to sustain that, we have to have good relation-
ships with the property owners and local government and local
businesses.

Mr. DOOLITTLE. I am very encouraged to hear that response. I
am encouraged that you are in charge of the program, and you
have a great opportunity to actually accomplish something in an
area where so little has been accomplished in the past.

I hope, and as long as you are mindful of the fact that there are
ways to get someone’s property short of condemning it, and that
you will work to resist allowing those conditions to exist, I think
it will be a very, very positive thing.

Let me thank all of the members and the ranking members of
our panel for being here. We will have no doubt a few additional
questions to submit to you in writing, and we would ask for your
prompt reply, and we will hold the hearing record open for that
purpose.

With that, we thank you for being here. Those who can stay,
please do, and we will understand if other things must take you
away.

Mr. SNOW. Thank you, Mr. Chairman.
Mr. DOOLITTLE. I have something, because of this time change,

that is pressing on me. I am going to declare a recess for five min-
utes, and then we will come back for the second panel.

I will ask our second panel to come forward and remain standing
for the oath for your testimony.

Please raise your right hands. Do you solemnly swear or affirm
under penalty of perjury that the responses given and the state-
ments made will be the whole truth and nothing but the truth?

Thank you. Let the record reflect that each answered in the af-
firmative. Ladies and gentlemen, we welcome you here to the Sub-
committee hearing, and I apologize for the inconvenience of this
delay.

The lights there in front of you will indicate when your five min-
utes are up. It isn’t life or death if you go over it, but please try
to use it as a rough guide, anyway.

Let me introduce the panel. We have Rosemary Kamei, Director
of the Santa Clara Valley Water District; Ms. Leslie Friedman
Johnson, Director of Agency Relations of the California Regional
Office of the Nature Conservancy. We have Ms. Sunne Wright
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McPeak, President and CEO of the Bay Area Council; Mr. Richard
K. Golb, Executive Director of the Northern California Water Asso-
ciation; and Mr. W. Ashley Payne, owner of the Ashley Payne
Farms.

We appreciate your being here, and we will recognize Ms. Kamei
for her statement.

STATEMENT OF ROSEMARY KAMEI, DIRECTOR, SANTA CLARA
VALLEY WATER DISTRICT

Ms. KAMEI. Thank you, Mr. Chairman and members of the Sub-
committee. Thank you for providing me an opportunity to submit
the statement on the CALFED Bay-Delta program on behalf of the
Santa Clara Valley Water District, a member of the California Bay-
Delta Water Coalition, and on behalf of the Bay-Delta Advisory
Council.

California’s economy is one of the strongest in the world, and
that strength is dependent on sufficient and reliable supplies of
water. The San Francisco Bay-Delta Estuary supplies 20 million
people and supports an $800 billion economy and job base. The Bay
Area is the number one business location in the United States and
second in the world.

Santa Clara County, the Silicon Valley, is the single most impor-
tant high-tech center in the United States, being home to over
4,000 high-tech companies. The Silicon Valley receives one-third or
over $1 billion of the venture capital that is invested in the United
States annually and employs approximately 230,000 people.

These growing industries as well as our homeowners need a reli-
able source of high quality water coupled with an improving envi-
ronment to produce the products that fuel the economic engine and
to provide healthy surroundings to raise our children.

Santa Clara County is home to 1.6 million people, and it con-
stitutes 25 percent of the Bay Area’s total population and economy.
On an average year, half of the water supplied to Santa Clara
County comes from the Bay-Delta region. A reliable and adequate
supply of high quality water and environmental quality is impor-
tant to the businesses and residents of the Silicon Valley.

As a member of the Urban Water Users Community and an ac-
tive participant in the CALFED Bay-Delta program, I am pleased
with the progress of the program and the degree to which the pro-
gram has promoted an open and consensus-building process in de-
veloping a long-term solution to the problems facing the Bay-Delta.

The program has a very ambitious schedule, but I think that it
is important for CALFED to continue with the momentum that it
has generated. From the urban perspective, the CALFED process
is on track to increase water supply reliability. This is absolutely
critical to maintaining the quality of life, not just in my area but
throughout the State.

The Bay-Delta Advisory Council, also known as BDAC, is a fed-
erally chartered stakeholder group which provides policy guidance
to CALFED in its development of the long-term Bay-Delta solution.
It is a 32-member council consisting of representatives from urban,
agricultural, environmental, business, and fishing interests. It is
the formal forum for stakeholders to discuss issues, understand the
concerns from all of the interests that will be affected by the
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CALFED Bay-Delta program, and to provide recommendations to
CALFED in developing balanced alternatives for addressing water
problems in the Bay-Delta.

Although the CALFED program requires all parts of the long-
term solution to move forward together, the CALFED agencies and
stakeholder interests have recognized an immediate need to begin
implementation of the ecosystem restoration element. Because the
ecosystem restoration element is designed to serve as the founda-
tion for all of the other program elements, immediate restoration
action is necessary to achieve the more long-term water supply reli-
ability and water quality benefits.

The California Bay-Delta Water Coalition, including the Santa
Clara Valley Water District, strongly supports the Administration’s
budget request for funding the interim CALFED ecosystem restora-
tion program. The coalition believes that it is critical that all par-
ties in this process, Federal, State, local, and stakeholder interests,
contribute financially to CALFED Bay-Delta.

The project selection and funding prioritization process is being
performed in a manner that fosters cooperative planning and im-
plementation with all the Federal, State, and local agencies and
the stakeholders. Prioritization is based on a rigorous evaluation of
environment needs, biological benefits, technical feasibility, cost ef-
fectiveness, potential environmental and third-party impacts, and
consistency with CALFED goals.

I believe that this ecosystem roundtable process is the most effec-
tive method for coordinating overlapping agency programs and for
bringing meaningful involvement and stakeholder buy-in.

Thank you so much for this opportunity.
[Statement of Rosemary Kamei may be found at end of hearing.]
Mr. DOOLITTLE. Thank you. Ms. Johnson, you are recognized.
Ms. JOHNSON. Yes, I am sorry, I was just distracted.

STATEMENT OF LESLIE FRIEDMAN JOHNSON, DIRECTOR OF
AGENCY RELATIONS, CALIFORNIA REGIONAL OFFICE, THE
NATURE CONSERVANCY

Ms. JOHNSON. My name is Leslie Friedman Johnson and thank
you, Mr. Chairman, for the opportunity to testify here today.

I would like to submit for the record a coalition statement on be-
half of the California Bay-Delta Water Coalition. Several of the
panelists here before you are part of that coalition, and we did pre-
pare a joint statement which we would like to submit for the
record.

Mr. DOOLITTLE. It will be submitted.
Ms. JOHNSON. In addition to the coalition’s statement, I have

submitted a personal statement in which I tried to address the
questions that you asked of me in my invitation letter, so I would
like for that to become part of the record as well.

Mr. DOOLITTLE. Yes, it will be.
Ms. JOHNSON. Again, my name is Leslie Friedman Johnson. I am

director of agency relations for the Nature Conservancy in Cali-
fornia. The Nature Conservancy is a membership organization. We
have over 900,000 members nationwide. We are in the business of
land and biodiversity conservation.
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In California, we have been active for more than 20 years in the
Bay-Delta watershed doing ecosystem conservation and restoration
projects, so I think that qualifies us to speak to some of the issues
at hand today.

We do share the CALFED objective of restoring ecosystem health
in the Bay-Delta watershed, and for that reason, we have been par-
ticipating in the CALFED process since virtually the day after the
Bay-Delta Accord was signed.

As I said, I have submitted a lot of information for the record in
my written statement. I would like to focus on just a couple of ele-
ments of that statement and perhaps elaborate on them for our
purposes here.

I would like to begin with talking about why we need strong Fed-
eral support at this time. I am using that as a euphemism for lots
of money, why we need that in the process. As my colleague here
just mentioned, ecosystem restoration is the foundation for the
CALFED solution that is being built.

I would like to characterize it a little bit differently than you
have heard it characterized today, maybe a little background first.

Habitats and species in the valley, in the Bay-Delta watershed
are in decline, have been in decline for a long time. We are down
to a point where we are down to single-digit percentages of a lot
of species and habitat types. It has gotten to the point where there
is virtually no slack left in the system, to the point where every
acre-foot of water, every acre of land becomes a potential battle-
ground, a potential flashpoint for controversy.

We believe that we will continue to have controversies until this
situation is fixed, until we restore some of the slack or the flexi-
bility to the system.

We tend to talk about the CALFED elements, ecosystem restora-
tion, water supply reliability, water quality, as though they are dis-
crete, separate elements. I would just like to try to make the point
that we believe they are intricately linked, and that in fact, restor-
ing the ecosystem is in and of itself an activity that will help en-
hance water supply reliability. It is not a separate action. It is an
action to help restore reliability.

This is something we feel very strongly about. What the money
would be for in the short-term, and I would like to spend a little
bit of time talking about the urgency of the need for support. Ev-
eryone says that we need it, that it is a good thing, that we should
do more of it.

What I would like to really highlight is the urgency. There are
urgent actions that need to be done. There are species that are on
the brink. There are species that continue to be in decline. If they
are allowed to continue to decline, water supply reliability will be
impacted further than it has been already.

In addition to emergency actions to deal with species at risk,
there is also a lot of research and development, demonstration
projects that need to be done for habitats for which restoration
technology is not well developed. We know a lot about how to re-
store some, but virtually nothing about how to restore others.

We also need to act immediately so as to preserve our options so
that we can do the ecosystem restoration as we learn more about
what needs to be done. By that, I mean we need to acquire land
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before it is converted to urban or high investment uses if we are
to bring it back. We also need to have significant funding in order
to encourage projects on the scale that we need to actually restore
ecosystem health. Little piecemeal projects that deal with single
issues or single species that are not done in a large scale, coordi-
nated way are not going to get us to a place where we can actually
say we have ecosystem health.

I think that the request, the nature of the Administration’s re-
quest this year, that it is for a lump sum. We support that very
strongly. We know that there has been talk about perhaps dividing
it up amongst the agencies. We fear that that would undermine
CALFED’s ability to use the funds in a coordinated fashion. We
really think the lump sum is the right way to go.

That concludes my statement. I would be happy to answer any
questions, and again, I thank you for the opportunity to testify.

[Statement of Leslie Friedman Johnson may be found at end of
hearing.]

Mr. DOOLITTLE. Thank you very, very much. Ms. McPeak, you
are recognized for your testimony.

STATEMENT OF SUNNE WRIGHT McPEAK, PRESIDENT AND
CEO, BAY AREA COUNCIL

Ms. MCPEAK. Thank you, Mr. Chairman. As you introduced, I am
here representing the Bay Area Council, a business-sponsored
CEO-led public policy organization established more than 50 years
ago to promote the economic vitality and environmental quality of
the nine counties that rim San Francisco Bay.

I also want to share a viewpoint from the perspective of business
throughout California and in addition, I am very honored to serve
on the Bay-Delta Advisory Committee as vice Chairman.

The Bay Area Council and business leaders throughout Cali-
fornia strongly support the CALFED process and endorse this Fed-
eral investment in the continuation of the process in this fiscal
year. Put quite simply, this is the only hope in California to reach
an accord or sustain the accord reached in December of ’94 and
continue to address the challenges of securing a reliable quality
water supply for the economy which also is dependent upon res-
toration of the environment in the Bay-Delta ecosystem.

You most eloquently set forth the importance of the Bay-Delta
process and the challenges we face in order to achieve success in
your opening comments. I couldn’t State them any better.

Let me just say in terms of are we in it for the long haul, the
business leaders that head my organization and those that have
been very involved in California got into this process to support the
Bay-Delta Accord because it was quite clear that the political pa-
ralysis, the gridlock in policy in California, was seriously threat-
ening the economic recovery and sustained economic prosperity for
California and therefore, also for the nation.

I am quite personally surprised that we have been able to get
along this many years without a workable solution to assure a reli-
able water supply for the State.

We don’t have any more time. If we do not proceed with the
CALFED process, we seriously threaten and endanger the economic
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engine known as California, the Bay Area, and therefore, the sus-
tained economic growth of the nation.

You can be very pleased and proud of leadership exerted here by
your committee in this process. It is only because it is stakeholder-
driven, Federal-staked, multi-agency, bipartisan that we have a
chance to succeed.

Economic prosperity and environment quality must go hand in
hand and we know that quite dearly, particularly in the region that
surrounds the Bay-Delta Estuary. What is proposed here for the
Federal appropriation and the investment in CALFED is an ap-
proach to implement as we continue to address the challenges.

I want to also share with you that my members have little toler-
ance for wasting time, but also an appreciation for what it means
to have a sustained commitment to seeing a process through.

The timetable we are working on with the EIS-EIR process is one
that we want to see met. You heard the commitment from Lester.
I can assure you that Chairman Mike Madigan and myself are also
committed to meeting that timetable, because it is only with that
intense, sustained focus do we make any progress.

I believe that we can all be quite confident because there is such
a sense of urgency in California, and therefore, both the Federal
and State projects that we succeed with the CALFED process that
we will succeed.

I am happy to answer any questions.
[Statement of Sunne Wright McPeak may be found at end of

hearing.]
Mr. DOOLITTLE. Thank you. Mr. Golb, you are recognized.

STATEMENT OF RICHARD K. GOLB, EXECUTIVE DIRECTOR,
NORTHERN CALIFORNIA WATER ASSOCIATION

Mr. GOLB. Mr. Chairman, my name is Richard Golb. I am execu-
tive director of the Northern California Water Association. The
NCWA is a nonprofit organization that represents both public and
private water agencies throughout the Sacramento Valley.

I really appreciate the opportunity to testify here today, and also
appreciate your time commitment despite the distractions of earlier
and your proceeding on with this hearing. It means a lot to all of
us who travelled east from California to testify.

California’s agricultural interests are supportive of the CALFED
process as well as the CALFED ecosystem goal, and the whole ob-
jective of the CALFED plan which is to restore water supplies for
California’s cities, businesses, and farms and to restore the eco-
system for all species and habitat of the species that depend on it.

We view those two goals as interrelated, and we view them in
such a way that they are not mutually exclusive, but mutually
achievable, and in fact, this is in a similar vein to support that was
echoed earlier for Governor Wilson’s 1992 water policy where he
advanced the principle that all interests have to advance at the
same time, and that any one interest shouldn’t get ahead of the
others.

Our support for the CALFED process is consistent with the gov-
ernor’s 1992 water policy. Following on that theme, CALFED
adopted a set of six solution principles earlier, and they are very
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important because what they do is they guide CALFED as it at-
tempts to develop a preferred alternative.

Now, several of the principles that CALFED adopted do the fol-
lowing. First, they ensure that the final solution is equitable to all
interests, also that the preferred alternative doesn’t result in any
redirected impacts to other regions or other interests. Then one of
the final principles is that it is a durable plan that will last, that
has shelf life, so it addresses both California’s economic needs and
environment needs.

We believe the success of the CALFED program is imperative for
the success of California’s economy and the long-term health of our
environment.

As Sunne indicated, the ecosystem roundtable is a 19-member
subcommittee of the Bay-Delta Advisory Council. The ecosystem
roundtable of which I am a member is a representative work group
comprised of all major interest groups and all major stakeholders
in California.

The mission is to assist CALFED and the Bay-Delta Advisory
Council to come up with recommendations for specific projects to
resolve and identify priority needs throughout the whole Bay-Delta
watershed. Our current goal is to go through this process and make
an initial recommendation, hopefully by sometime this summer so
that we can move forward with some of the projects that are avail-
able and ready to go now.

Our view so far of the ecosystem roundtable is that it is an ac-
countable and balanced process. There are always reasons to be
skeptical, and there is always great interest when a group of people
get together and attempt to allocate State and Federal dollars.
That interest is healthy. The skepticism, to an extent, is probably
healthy as well, but from our perspective, so far, it is working well
and we view it as a process that we believe in. There are clearly
established criteria for how projects will be selected, strong meas-
ures of good science for how the priorities will be established, and
we view those steps which Lester Snow identified earlier today as
balanced steps that will lead us to very good projects.

Congressional support for the President’s budget request for $143
million will allow CALFED and the ecosystem roundtable and the
Bay-Delta Advisory Group to begin work on both immediate
projects and long-term restoration projects that will provide signifi-
cant water supply reliability benefits for agricultural needs and
urban and municipal needs.

The funding will also ensure that restoration projects that have
a current local fund share as well as current State and Federal ap-
proval can move forward now.

For example, State and Federal agencies have long advocated
that agricultural water suppliers, the San Joaquin River and the
Sacramento River and in the Delta, should screen their diversions,
should place large, mechanical screens around their diversions to
slow the water as it passes the diversion and prevent juvenile
salmon from being trapped at the pumps.

There are a number of agricultural water suppliers that have ac-
cepted the challenge and stepped forward to begin the process of
installing these screens on the diversions. It is a very lengthy, ex-
pensive process.
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At this point now, we have a number of agencies that are ready
to proceed and a number of water suppliers, public and private,
that would like to install these diversions and are willing to do so.
These funds that the President has requested will help CALFED
finance those projects.

In conclusion, I guess what I would like to say is that Federal
support for the CALFED process is imperative, and that means the
support of the agencies and the support of Congress.

What we need to make sure that CALFED succeeds is a full com-
mitment, a commitment of financing and a commitment to adhere
to the accords, the agreements that we have reached in California
such as the 1994 Bay-Delta Accord to make sure that we have the
authorization, the authorities, the necessary financing and the
agreements all together collectively to finance the initial projects
that will lead to the long-term projects that CALFED is now devel-
oping.

Again, Mr. Chairman, thank you for conducting this hearing, and
I would be pleased to answer any questions at the conclusion of Mr.
Payne’s testimony.

[Statement of Richard K. Golb may be found at end of hearing.]
Mr. DOOLITTLE. Thank you. Mr. Payne, you are recognized.

STATEMENT OF W. ASHLEY PAYNE, OWNER, ASHLEY PAYNE
FARMS

Mr. PAYNE. Thank you. Mr. Chairman, members of the com-
mittee, my name is Ashley Payne. I am a rancher in Yolo County,
California. I appreciate the opportunity to testify before you today
and your Subcommittee, particularly from the perspective of a
landowner who has property in the CALFED acquisition area.

My involvement with the Federal land acquisition process has
been with the U.S. Army Corps of Engineers, the Corps’ effort to
acquire the Little Holland tract, an island in the delta that my
brother and I own. While my experience may be somewhat unique,
it does provide some lessons from which the CALFED land acquisi-
tion program can benefit.

Little Holland tract is a 1,630-acre delta island in southeastern
Yolo County, with 450 acre-feet of appropriate water rights. In
1995, Congress passed legislation directing the Corps to acquire
Little Holland tract, and funds were appropriated to carry out the
acquisition. To date, it appears that we are still a long way from
finalizing acquisition of the property.

The Corps has appraised the property and offered us $735,000
for the island. This is far less than the fair market value of the
property. In 1992, a private appraisal valued the property at
$2,500,000. In 1995, Congress made up to $3,300,000 available for
the acquisition.

There were several reasons for the low appraisal by the Corps
that have emerged. First, Federal appraisal standards preclude the
use of anything but private-to-private sales when selecting
comparables to determine the fair market value of a parcel. Federal
appraisal guidelines do not permit the use of transactions that in-
volve a nonprofit or the State of California, both of which have
made significant acquisitions in the Delta.
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Secondly, the Corps does not have a solid understanding of water
rights and their value. During our recent discussion with the
Corps, representatives of the agency acknowledged that the Corps
had not assigned any value whatsoever to the appropriate water
rights associated with the Little Holland Tract.

Senior appropriate water rights similar to those associated with
Little Holland tract have sold recently for $1,500 per acre-foot.
That would place the value of the water rights alone at $2,200,000.

Third, the Corps real estate commission seems to operate in
somewhat of a policy vacuum. For example, the real estate division
has never consulated with their Corps colleagues involved in
CALFED to determine whether the Corps would have an interest
in acquiring the water rights of Little Holland. We did, and the an-
swer was an unqualified yes.

Finally, the Corps has been unable to discriminate between the
value and therefore, the price that should be paid for varying quali-
ties of habitat. What I think is that the Corps appraised compara-
tive value of all inundated land equally regardless of the quality
of the habitat.

To summarize, there are important key lessons out of Little Hol-
land tract and experience that may be relevant to the committee.

First and foremost, it is important which agencies are given re-
sponsibility for carrying out the land acquisition program. Cer-
tainly the Corps of Engineers should not have a role in this part
of the CALFED program. They lack the expertise, and in par-
ticular, they lack the knowledge of water rights. In my view, the
Bureau of Reclamation should have the lead in this process.

Two, there should be clear lines of communication between the
real estate division of various agencies that operate in the valley
and the Delta, and the Federal officials involved in the CALFED
process. It should be clear to all Federal officials involved in land
acquisitions in the region that CALFED has set a high priority on
acquiring prime habitat and water rights for environment pur-
poses.

Three, a concerted effort must be made to ensure that the Fed-
eral Government is able to quickly and efficiently determine the
fair market value of prime habitat and at the same time, carry out
the acquisition in a timely manner.

Four, Federal appraisal standards should be modified to allow
the use of sales involving nonprofit organizations and government
agencies. The Delta and the islands within the Delta are very
unique, and the primary sales of late involve either nonprofit orga-
nizations or government agencies. Automatic exclusion of these re-
cent sales results in appraisals that do not reflect the current value
of the land and water rights.

In conclusion, as you can imagine, this has been a very frus-
trating experience. This is a prime piece of property with wetlands
and wildlife. Congress has instructed the Corps to acquire the
property including the water rights and the funds have been appro-
priated, yet 15 months after the Congress directed that the prop-
erty be acquired, the sale has still not closed.

Certainly, if this kind of experience is repeated, it will under-
mine the kind of willing seller requirement that will be needed for
an aggressive CALFED land acquisition program to be successful.
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Mr. Chairman, while my situation might have been somewhat
unique, I understand you have testimony before you that has been
submitted from other landowners that reflect similar concerns. I
am the landlord, I am the landowner who would like to be allowed
by the Corps to fix my levees and farm the land or sell it at a fair
market value, neither of which I can presently do.

Thank you for this opportunity to testify.
[Statement of W. Ashley Payne may be found at end of hearing.]
Mr. DOOLITTLE. Thank you. Ms. Johnson, Mr. Payne mentioned

various recommendations about how land acquisitions should be
handled in the Bay-Delta program. What is your perspective on
these recommendations?

Ms. JOHNSON. On these specific recommendations?
Mr. DOOLITTLE. Yes.
Ms. JOHNSON. I think that if gestures are made, that if interest

is shown by the government to acquire land, that they should fol-
low through as expeditiously as possible.

I think that the CALFED program provides an opportunity to see
these things happen in a more coordinated fashion to identify the
appropriate agency to take title.

One of the situations that we have now is all of the different
State and Federal agencies who have land acquisition authority or
responsibilities have different priorities, different mandates, dif-
ferent processes for completing those.

Some are more efficient than others; all have fairly lengthy bu-
reaucratic needs that they need to move through.

Mr. Snow, in his testimony earlier in answering a question, sug-
gested that one way to go about this might be to have money grant-
ed to organizations that can do the kind of work in a more expedi-
tious manner. I would support that.

The other recommendation, and I am sorry, I didn’t make a note
of each of the recommendations he made. Perhaps if you have a
specific question about one of his recommendations, you could refer
me to it.

Mr. DOOLITTLE. Well, you have heard an outline of the problems
that he experienced in trying to sell his property. Here you have
a situation where the Corps has actually determined that it is in
the nation’s interest to get it. It has been authorized, money has
been appropriated, and yet we still can’t accomplish it and haven’t
accomplished it. Hopefully, it can happen.

Ms. JOHNSON. I can say that we have extensive experience work-
ing with a variety of agencies on land acquisition.

Mr. DOOLITTLE. Does one stand out over the other in terms of
being easier to deal with?

Ms. JOHNSON. It is very highly variable. It depends on the deal,
it depends on the time, it depends on whether the money is avail-
able before going in to try and do the deal or if they are trying to
solicit it after the fact.

On the whole, we have had very good experiences working with
them. I know that landowners as a rule have expressed a pref-
erence for working with private entities over working especially
with the Federal Government.

Mr. DOOLITTLE. So the Federal Government would rank last in
the agencies to be dealt with?
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Ms. JOHNSON. As I said, it is highly variable, and it depends on
the deal. I think that what CALFED is proposing is to come up
with a mix of approaches that will accomplish what needs to be ac-
complished for its mission.

Mr. DOOLITTLE. The Corps isn’t here to defend themselves, but
I don’t know—Mr. Payne, were these people in the real estate divi-
sion, even though they were with the Corps?

Did these people live in California or was this something that
was done back in Washington, D.C.?

Mr. PAYNE. No, this has been handled by the Sacramento depart-
ment of the Corps.

Mr. DOOLITTLE. How could you live in California and not recog-
nize the water rights issue? That sounds like it is an absolutely dif-
ferent proposal.

Mr. PAYNE. We requested private counsel.
Mr. DOOLITTLE. Well, I guess no one is here to defend the Corps

today in this group, and they are supposed to be one giving live tes-
timony in committees, even in this one. Of the various Federal al-
ternatives, they are thought to be one of the more reasonable Fed-
eral agencies to deal with, but they have their problems, too.

Ms. Kamei, having once resided in the Bay Area for a number
of years, I am intrigued that it is your assertion that this is the
number one business location in the United States. Is that a point
of view accepted by the whole or is that local pride in the Bay
Area?

Ms. KAMEI. Having lived in the Bay Area 16 years, perhaps it
sort of grows on you, but it is generally the case and it has at-
tracted quite a number of firms, especially the high-tech firms, to
our area, and I know there is always the element of going to other
areas, but it seems to be one that draws people to the West Coast.

Mr. DOOLITTLE. And you said it is the second in the world. From
that list you are using, what is the first in the world?

Ms. KAMEI. Singapore.
Mr. DOOLITTLE. Singapore is the first business location in the

world?
Ms. KAMEI. And I did confirm it with my colleague who is rep-

resenting business here today, Sunne, and she might have more in-
formation to add.

Mr. DOOLITTLE. OK.
Ms. MCPEAK. Fortune magazine published in November of ’94

their list as they do annually of best locations for business within
the United States and in the world, and that is the ranking that
Rosemary is quoting.

They change from year to year their ranking, Mr. Chairman.
Mr. DOOLITTLE. Is this a thing that takes into account the num-

ber of five-star hotels and things like that? Are there all those in
the rankings?

Ms. MCPEAK. Actually, no. In that particular year, Fortune hired
a consulting firm who looked at knowledge-based industries and
what the change was happening globally, and so that also helps ex-
plain the ranking internationally of Singapore, so it was more look-
ing at what has been the trend in comparative advantage and the
globalization.
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Mr. DOOLITTLE. That is very interesting. Let me ask you, Ms.
Kamei, how are the urban water users going to approach the water
use efficiency program that is contained in all three of the long-
term management alternatives?

Ms. KAMEI. One of the things that we are working very diligently
with in the CALFED program is how conservation programs and
other programs and what we call BMPs, best management prac-
tices, can be put in place for the short-term and long-term and
making that commitment.

We signed an MOU, a memorandum of understanding, among
the water users to implement those BMPs.

Mr. DOOLITTLE. Ms. Johnson, can you give us some more details
on the role that Nature Conservancy is playing in CALFED land
acquisition efforts?

Ms. JOHNSON. Well, to my knowledge, CALFED has no land ac-
quisition efforts to speak of yet. It is not entirely clear how that
is going to play out.

What we are doing very aggressively now is trying to develop
projects for working with others with landowners, with local con-
servancies, with a variety of agencies and interests to try and de-
velop the projects, get them ready to go so that when the money
is made available, it could be spent effectively and quickly.

We are working in a number of areas that overlap not coinciden-
tally with the CALFED maps that you have seen in your packet.

Mr. DOOLITTLE. Let me ask my colleagues if we could have one
round of questioning. Would anybody object if we just each ask our
questions?

Mr. POMBO. No.
Mr. DOOLITTLE. I promise I won’t take long. The 800,000 acre-

feet of water for environmental purposes, would anyone care to
comment just as to the relative importance you assign to clarifying
exactly what that means in order to be able to resolve so many of
these issues that seem to depend upon that?

Mr. GOLB. I will try. The current situation now with the latest
water allocation announcement which is at best unfortunate, and
this is a classic example of the type of situation that led us to form
CALFED and urge CALFED’s formation in 1994.

From time to time, we are going to see these problems arise, and
I don’t think we should try to skirt the issue. They can be ex-
tremely dangerous to this fragile coalition that we worked so hard
to put together, but they also stress something very important, and
that is that if CALFED isn’t successful, we will face more situa-
tions like this every year.

The future economic of California agriculture cannot withstand
more of these types of situations where water supplies are uncer-
tain or water supply cutbacks—that they will continue to face
those. The business interests can’t either, so I think that we look
at it is, we have a difficult situation in front of us.

I have heard the administrator of EPA, Mr. Perciasepe, and the
Deputy Secretary, both indicate they were willing to try to work
this out to the best of their ability. I take their word for it, and
I think they will.

We are going to have these things from time to time, and the co-
alition that is here before you today recognizes it is a problem for
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us, but in the long run, CALFED’s success is imperative, and that
means full funding is necessary as well as the full Federal support
is necessary.

It is a difficult situation, but hopefully, we will be able to get
through it, but it shouldn’t detract support from the CALFED pro-
gram.

Ms. MCPEAK. The 800,000 acre-feet issue from CVPIA and the
controversy that continues today is illustrative of the major chal-
lenge faced by a project or a program such as CALFED which is
to understand there has to be a resolution of the issues that treat
all parties fairly.

No effort to protect the environment or restore habitat that
doesn’t recognize the reality of meeting on a long-term basis a reli-
able, sustainable water supply for ag, for urban, for industry, is
simply going to fail, and that is where we are at.

The CALFED process represents that hope to look at how we sat-
isfy all those needs. I want to assure you that the Bay Area busi-
ness and Bay Area Council is very concerned about it. We have
formed—Rosemary is one of four co-chairs representing four stake-
holders, a Bay Area Water Policy Forum. It was launched by Dick
Rosenberg, who is the past chair, retired chair and CEO of Bank
of America.

Next week, we will be discussing the 800,000 acre-feet issue to
try to better understand it, but the fact of the matter is that in iso-
lation trying to restore habitat without understanding it must go
hand in hand with meeting water needs in the State, is simply not
going to succeed ultimately.

Mr. DOOLITTLE. Let me follow up with you, Ms. McPeak, if I
may. I believe you are really from the east Bay, but since you rep-
resent the Bay Area Council, may I ask you if you could give us
details about what money or water, if any, the city of San Fran-
cisco, which gets its water from its system, has contributed to the
Bay-Delta restoration efforts?

Ms. MCPEAK. Actually, I should be even more forthcoming in dis-
closing that I am actually from the San Joaquin dairy and grew up
on a dairy farm. You have to have done that to really understand
what the perspective of farmers is in all of this.

All of the water agencies within the Bay Area are committed to
the Bay-Delta process and the urban water agencies within the
State of California which the city and county of San Francisco is
also one as is the Santa Clara Valley Water District involved in the
CALFED process.

They individually as water districts are investing sums of money
to look at what is it going to take to reach a solution. They are col-
lectively through the California Urban Water Association partici-
pating in the process. As you are probably very familiar with, many
issues that San Francisco Department of Water and Power has spe-
cifically been involved in trying to resolve on their watershed, I
would just to be progressive in looking at how they carry their fair-
share responsibility in restoration of the habitat, even though they
are not taking out of the Delta pool.

Mr. DOOLITTLE. If you had the information today or else later,
maybe just tell us in a letter what they actually are doing to con-
tribute to Bay-Delta restoration effort?
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Ms. MCPEAK. Mr. Chairman, if that is your request, we certainly
will follow through and ask——

Mr. DOOLITTLE. Mr. Payne, I wanted to ask you, in the appraisal
process, did the Corps itself predominate or does the real estate di-
vision have the upper hand?

Mr. PAYNE. Well, I am going to reconsider for the CALFED part
of it. What we would like to do, we have had informal discussions
with the Bureau of Reclamation through the Interior Department
in working with them.

We also need to clarify the appraisal process that they have
used, and I think this is going to be important for all future pur-
poses, because if you use the value—if you can’t use the value of
sales to government which are the majority of the sales in this
area—I mean, there are no other comps that are available.

Mr. DOOLITTLE. When you repaired those levees back in the early
1980’s, I guess it was, were you shocked when the Corps took the
position it did?

Mr. PAYNE. Yes. We were repairing the levees in 1991.
Mr. DOOLITTLE. Oh, in ’91.
Mr. PAYNE. And some of the damage to the tract and the drought

contributed to the water bank, which gave us some money to fix
the levee. The Corps came after me due to the fact that I had not
got a permit, but we had been fixing the levees for 20 years under
a blanket permit.

Mr. DOOLITTLE. And the permit was to do what?
Mr. PAYNE. It was to build the levee. You were supposed to have

a permit to build the levee.
Mr. DOOLITTLE. Right, because they were interested in that

building on wetland?
Mr. PAYNE. Yes, yes.
Mr. DOOLITTLE. So you had a permit to do that?
Mr. PAYNE. Right, because where the ranch sits, it is in the old

bypass and the State has always had rights over the ranch during
the flood season, but after that, we were always able to go back
and fix the levees and farm the ranch.

Mr. DOOLITTLE. And that permit number three is one of those
nationwide permits they are phasing out now?

Mr. PAYNE. Yes. That caught us by surprise, because even the
State Department of Water Resources who we sold the water to, we
were in contact with them. They were responsible for getting any
necessary permits.

Mr. DOOLITTLE. When you are a landowner with some piece of
unusual land like that, when you listen to these stories, what do
you do, call your attorney to ask if you can do anything with it?
Is that the first step you have to take?

Mr. PAYNE. You mean before——
Mr. DOOLITTLE. Yes.
Mr. PAYNE.—or do you mean after——
Mr. DOOLITTLE. When you have a levee to be repaired or some

act you want to take on your land, I wouldn’t think to call anybody,
but——

Mr. PAYNE. No. In the past we never had. We would just go and
do the dredging and they sent their barge up and patched up the
levees and our ranch was easy to drain. It has a flat feed and it
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is low so the water moves out, and when the tide comes in, it will
fill, and then it goes down through this small drainfield by gravity.

Mr. DOOLITTLE. That would account for the situation where
water that they hold back on the river bottom lands. They have to
get a permit. They can’t just let it go back into the river even, be-
cause that violates one of these standards.

Mr. Snow, I know you have heard Mr. Payne’s story, and since
the Corps of Engineers is part of your CALFED process, do you
think you might be able to unravel this situation and get it re-
solved?

Mr. SNOW. If I paraphrase, the question was is that I am going
to straighten out the Corps?

Mr. DOOLITTLE. That would be a truly Herculean task, but do
you think you might at least help one end of the Corps to under-
stand the other end?

Mr. SNOW. Absolutely. I think one of the benefits, and Leslie al-
ready spoke of this, is that in CALFED, we are trying to get all
the people at the table at the same time. So we are starting to
speak with the same objectives, goals, and approach to dealing with
these issues, and I think there are probably a lot of issues at play
in Mr. Payne’s situation, but clearly, there is no question that part
of it is the issue of left hand/right hand. Nobody knows what is
going on, that it is not being coordinated, and that is one of the
things that we have to accomplish in this.

I would hope that in our situation that a valuable piece of habi-
tat like that that we can lay out a logical strategy for acquisition
of a situation where you have a willing seller and a location that
has valuable habitat come to us, so that we can run that to ground
instead of becoming a saga on how government doesn’t work.

Mr. DOOLITTLE. Thank you, and I invite Mr. Pombo to ask his
questions.

Mr. POMBO. Thank you, Mr. Chairman. Mr. Payne, throughout
this entire process and I had the opportunity to read your testi-
mony previously, before your land flooded, were you in the position
of being a willing seller of your property? Were you interested in
selling your property to the Federal Government at that time?

Mr. PAYNE. We had actually sold the property at one time in the
early ’80’s to a Spanish company——

Mr. POMBO. Yes.
Mr. PAYNE. [continuing]—and they couldn’t get the money, and

at that time, we had to foreclose. At that time, no one was offering
us anything, and if we were offered a reasonable price, yes, we
probably would have been willing to sell to anyone.

Mr. POMBO. Since all of this happened, since it flooded and you
had the problems fixing it, is it farmable now? I mean, are you
farming it currently?

Mr. PAYNE. No. I can’t get a permit to close the levees and the
levees, what they do is they keep the tidal waters out in the sum-
mertime, and that is why we drained it every year when the levees
broke, and then we would start farming it as soon as the ground
was dry.

Mr. POMBO. So you are unable to farm it, so it is no longer—can
you still use it for crop management?
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Mr. PAYNE. Well, if you did, yes. If you did close the levee and
drain the ranch, you could farm it.

Mr. POMBO. But the government won’t let you close it.
Mr. PAYNE. Right, but we haven’t farmed it, you see, for—this

will be the sixth year that it has been inundated, and we have got
a large growth of weeds in there and willow trees have sort of
taken over, which make it a beautiful wetland, but to clear it and
reclaim it now, six years later, would be pretty expensive.

Mr. POMBO. Is there anyone, any other person other than Federal
agencies or a conservation group that would purchase your prop-
erty? Is there any support other than preserving it as a habitat or
a wetland?

Mr. PAYNE. Well, yes. If you cleared it, you could go back to
farming it.

Mr. POMBO. But they are not going to let you fix the levees?
Mr. PAYNE. That is true, so we are sort of—yes. The only thing

now that we can do with it is sell it to a government agency who
wants it.

Mr. POMBO. So part of the problem with your appraisals is that
it is in a different condition today than it was when you originally
sold it or when it was appraised, because it is not farmland any-
more, and they won’t let you do anything with it, right?

Mr. PAYNE. Yes.
Mr. POMBO. This is the kind of thing that concerns me, and I

know Ms. Johnson, your organization or group or whatever you call
it is involved with the purchase of a lot of these properties like
this, and one of the things that concerns me about this whole proc-
ess that we are going into is exactly what happened with this case,
and that there won’t be anybody else to buy it because you can’t
do anything else with it.

How do you step in and keep something like this from hap-
pening?

Ms. JOHNSON. That is a complicated question. I don’t think that
the Nature Conservancy, for instance, could prevent something like
this from happening, and we have no ability to influence regulatory
action.

I do think, however, that one of the problems that we see is
that—I mean, the very fact that repairing a levee is a regulatory
issue when it comes to wetlands or endangered species, is a symp-
tom of the fact that we have so little habitat left.

We are fighting our endangered species battles in irrigation
ditches and on levees. It shouldn’t be like that, and I am not saying
that we shouldn’t be fighting the battles to protect the species.
What I am saying is that we should restore their habitat, not their
habitat in ditches and on levees.

If we have sufficient habitat to have a healthy ecosystem and
healthy species populations, we wouldn’t run into issues like that,
so I think that maybe that is a very direct way of saying that is
how we do these things, we can prevent situations like this.

Mr. POMBO. In the CALFED process, what role do you see the
Nature Conservancy playing? I have this map here that has a
broad area outlined and that area that you see there is my district,
and obviously, my constituents see that and I begin to get phone
calls.
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How would you respond when you see a map like this, how does
your organization respond to it?

Ms. JOHNSON. I will answer that in a couple of ways. One is,
when we do projects and we are doing increasingly large scale
projects because we understand that to really accomplish the kinds
of conservation and ecosystem conservation that we are trying to
do, we need to do things that are big. You don’t do just little post-
age-stamp sized preserves.

We generally don’t release our maps until we have spoken to all
the landowners who are potentially going to be affected by any ac-
tivity that we are contemplating.

When we see these maps, I think a couple of things. One is, we
are actively working currently in several places that are indicated
on the maps, and as such, you asked the question earlier of Mr.
Snow, when are you going to start reaching out to some of these
landowners, letting them know what you are contemplating.

We have already talked to a lot of those landowners, and actually
we are approached by landowners on a fairly frequent basis saying
that they would like to sell their land. Often, we find that—I forget
who it was on the earlier panel who said that a lot of these lands
are unique types of lands; they are riparian lands, flood-prone
lands, places were in many cases a landowner might actually, and
we have found actually does welcome the opportunity to perhaps
sell their land or perhaps enter into something short of a real es-
tate transaction.

One of the things that we are trying to pursue in a lot of the
areas we are working is a whole spectrum of activities. Sometimes,
it is by conservation easement on existing park land that enables
the farmer to continue farming, but also protects the value of that
property. Also, a lot of agricultural land is good wetland habitat.

We are working on wildlife-compatible farming practices, doing
experiments and research in trying to develop more of them.

I think that there are a lot of different types of activity that con-
tribute to ecosystem restoration that aren’t necessarily outright ac-
quisition, and I know that we are very directly involved in working
with CALFED on a development theory for an ecosystem restora-
tion program, and they are contemplating only those types of activ-
ity.

I think that today we have perhaps over-focused on the land ac-
quisition element, and the areas that are indicated on the map are
the areas that need to be restored, not necessarily the areas that
need to be acquired.

Mr. POMBO. I was agreeing with you until you said that last
piece and then you kind of threw me for a minute.

Ms. JOHNSON. Can I clarify?
Mr. POMBO. Yes. You have the map in front of you, but if you

take this broad area—this map is on page 45. If you take this
broad area and say that this needs to be restored——

Ms. JOHNSON. Well, in this case, the map——
Mr. POMBO. You are talking about literally several billion dollars’

worth of agricultural properties and the way that they are outlined
here is watershed management for final projects, watershed man-
agement for habitat wildlife quality, and the impact that would
have on my district to whether they were acquired or not, if they
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were restored to something that would fit into those broad cat-
egories, the economic impact on my part of California would be im-
mense.

Ms. JOHNSON. I must apologize. I was not—I didn’t recall all the
different maps that were in this briefing book. I was referring spe-
cifically to the maps that had to do with areas where they want
to do land acquisition and restoration.

As I understand it, the upper watershed management area is
talking more about compatible—maybe putting in buffer strips
along headwaters of streams or looking at best management prac-
tices for grazing management or timber management. It is a much
more limited set of activities that is proposed for the upper water-
shed. It is not full restoration of the upper watershed, so I apolo-
gize for that confusion.

Mr. POMBO. That is OK. That scared me.
Ms. JOHNSON. I was thinking of a different map than you were

looking at.
Mr. POMBO. There are a number of different maps in here and

I realize that.
Mr. Golb, you participated in this process and I understand that

you are on the ecosystem roundtable, and what happens in that
process when you can’t reach a consensus on an issue?

Mr. GOLB. We haven’t had that. So far in the ecosystem round-
table process, we have been working with CALFED to identify dif-
ferent priorities in terms of what are the issues that need to be ad-
dressed with the watershed and the river system within an area;
what are the types of actions that we might pursue.

So far, those have been fairly objective scientific evaluations and
issues that we have been looking at. I think the process that you
are describing where there could be potential conflict will happen
when you start looking at what are the specific actions that we
might consider, and then what are the specific projects. Do we do
this fish screen project or do we do that one; do we try to restore
this wetland habitat or do we do that; do we try to acquire this
tract of land or that piece of property.

In that case, there will be disagreement and there will be dis-
agreement based on a number of reasons, and a lot of factors will
be involved.

I think what we are going to have to try to do is just do our level
best to adhere to criteria that we have already established in terms
of the objectives. What are we really trying to accomplish, what is
the best way if we can do this to protect or restore environmental
values within the budget without jeopardizing private property in-
terests or other local economic interests or community needs.

I think we can do it, but there will be some disagreement. If we
don’t have a consensus, I think those projects probably will fold.

Mr. POMBO. So you believe at this point that if there is not con-
sensus that they will move on to another issue?

Mr. GOLB. I think the way Lester said it, and correct me if I mis-
state this, but I think what we are looking at is for example, one
issue may be—we may be looking at two tracts of property for ac-
quisition for example.

For purposes of discussion, if one tract we don’t have a willing
seller, regardless of its potential for environmental value, I think
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that for this process, for this appropriation, I think that tract will
not be pursued; whereas, if we have another tract maybe that has
less environment value but we do have a willing seller, we do have
community support, I think that tract would probably be proposed
to the Bay-Delta Advisory Council for purchase.

Mr. POMBO. In general, how do you feel that the landowners
themselves have been included in this process?

They talk about the stakeholders and a lot of people get put in
a room and they talk about the stakeholders, but how would the
individual property owners be included in this process?

Mr. GOLB. We need to do a better job in contacting the individual
landowners, there is no doubt about that. On this panel, for exam-
ple, Mr. Payne is the only direct landowner that is involved with
the CALFED process.

Unless a small, two-bedroom home in Sacramento, I think this
would apply, but I would think the way that Lester talked about
earlier is that what we are attempting to do is bring in the commu-
nity interests and bring in the landowners so they can see this
map.

You are exactly right. When a lot of people see these maps, there
is going to be great concern, and we talked about some of the skep-
ticism earlier, but Lester has done a pretty good job so far, and the
CALFED process has been pretty good about public outreach. A lot
of that is going to fall to us, people that represent water districts,
farmers, botany groups, county supervisors.

We have been working with Lester to try to do that. We are
going to have to do some more outreach so that some guy doesn’t
wake up one morning and get in the mail a document like this that
shows his property, his livelihood, is targeted for acquisition, and
I don’t think that’s what Lester intended with these documents.

And as Leslie indicated, those documents don’t necessarily—the
maps don’t target lands so much for acquisition as they do areas
for restoration, and there are a lot of activities that Lester has pro-
posed and the CALFED process has proposed for this $143 million
appropriation that will be restoration not related to acquisition.

Mr. POMBO. The appropriation includes a huge amount of money
for acquisition, and when I look through this, I see maps and when
you have tens of millions of dollars in here that are for acquisition
and you have maps, one thing leads to another.

As I said, I already have constituents that have contacted me
and said I am within one of these squiggly lines or I am on one
of these maps and I don’t want to be, how do I get out, and I don’t
know what to tell them at this point how they get out.

You are not going to drop this and have a blind spot in the mid-
dle of it, but that is one of my great concerns about the way these
processes get put together is that the property owners are not in-
cluded in this process to the point where they know what is going
on, whether they are willing sellers, whether they are the kind of
people that would call the Nature Conservancy and say come get
my land, I am not making any money, the price is terrible.

Whatever it is, that happens and I know it does, but there is a
cattle rancher that entered into a long-term conservation easement
with the Nature Conservancy on their entire ranch, and that was
one of their ways of making it.
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I understand that happens, but if you don’t include the property
owners from the very beginning, it makes my life that much more
difficult, because then they contact me.

Mr. GOLD. A couple of suggestions. The first is—let me give you
Lester’s home phone number to give to your constituents.

The second is that there are certainly ample stories like Mr.
Payne’s. I have never had that happen to me, but there are cer-
tainly ample stories out there, and you have some in your own dis-
trict where Federal agencies have purchased land or attempted to
purchase land in a coercive or unfair or overly aggressive fashion,
and we have lots of stories like that around.

I think what we are trying to do in CALFED is we are attempt-
ing to restore the environment in such a way that we don’t also
damage economic interests and community interests, and earlier in
my remarks, I talked about some of the solution principles that
CALFED has adopted. There are six of them, and one of them is
no redirected impacts to an individual interest, and we are going
to hold CALFED accountable to that.

I think what that means, the practical effect of that is, number
one, we have to do a better job of notifying landowners that
CALFED is interested in land acquisition or easements or some
other type of arrangement in the area where they own property.

Number two, I think one of the things we need to look at is pos-
sibly utilizing entities like the Nature Conservancy to bring them
in. They have a wonderful track record with local and private land-
owners and using entities like that to work with local constitu-
encies.

The third thing, I think we need to pursue very carefully, very
carefully, the last thing we want is the Federal Government agen-
cies to be getting more tracts of land in the State of California, and
I think that California tends to do these things.

You can rest assured that on behalf of the farmers and land-
owners that I represent, that I will make sure I do my best that
CALFED follows these principles, and that we achieve the restora-
tion providing suitable alternatives that we are not impacting indi-
vidual or community interests.

You and I both know that in a community, particularly in an ag-
ricultural community, there is also an industry, an entire industry
that is dependent on production of crops, trucking, fertilizer, mar-
keting, merchandising, and we can’t have those lands come off the
county tax roll and impact the county government’s tax receipts
which has an ultimate effect on the entire community.

We have a lot of work to do, and so far, I have been pretty con-
fident and comfortable with the process that Lester has estab-
lished. I am certain that Sunne, as the co-chair of the Bay-Delta
Advisory Council, will also be watching this very carefully.

Mr. POMBO. Thank you. I know that we have talked a lot about
the private property owners in this process, and I am concerned
about how this all works. The fact that we are dealing with endan-
gered species the way that we are today, I don’t think it is the way
it should be done, but in that whole process of trying to restore the
environment, trying to reach some common sense with some of
these laws, I think we have to be careful that everybody is included
at the table when those decisions are being made.
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On behalf of the Chairman who had another meeting and had to
leave, I want to thank you for your testimony. There will be further
questions that will be submitted in writing, and if you could an-
swer those quickly on a routine basis, it would be appreciated by
the committee, and on behalf of the Chairman and myself and the
rest of the committee, I apologize to you for the length of this hear-
ing. It was not a normal situation in which it came about and I
apologize to you for that, but thank you very much for sticking
around and for your testimony. It was greatly appreciated.

[Whereupon, at 3:28 p.m., the Subcommittee was adjourned; and
the following was submitted for the record:]

TESTIMONY OF LESTER A. SNOW, EXECUTIVE DIRECTOR, CALFED BAY-DELTA
PROGRAM

Mr. Chairman, members of the Subcommittee on Water and Power Resources, I
am Lester A. Snow, Executive Director of the CALFED Bay-Delta Program. I appre-
ciate the opportunity to appear before you today to provide a status report on the
Bay-Delta Program and to answer any questions you might have.

Background
Before I describe our Program, I would like to provide some context for you. The

San Francisco Bay and Delta System is the largest estuary on the West Coast, sup-
porting fisheries, wildlife and agriculture, while providing more than 20 million peo-
ple with their water supply. It has been referred to as the crossroads of the State’s
economy and thriving ecosystem, yet it has fallen victim to competing interests, un-
planned growth, and a declining ecosystem. It continues to deteriorate to the point
where people are concerned that the very jobs and economic competitiveness of the
State are at stake unless we can move forward and fix the problems in the system.

The San Francisco Bay-Delta system has been used and abused for over 150
years. It has been the source of fresh water for agriculture and cities since this re-
gion was developed. It has also been the area where we have dumped mine tailings
and toxic waste, and eliminated habitat over a long period of time. We know there
is no quick fix, that we can go out and implement one thing and all of a sudden
the system is healthy again. We recognize it has taken a long time to get to this
point; our current situation is the culmination of a multitude of impacts. We know
we must devise a strategy that addresses all of those impacts, and moves us forward
in a logical, productive fashion. The CALFED Bay-Delta Program is a collaborative
effort to address these issues.

The CALFED Bay-Delta Program has been charged by the Governor of California
and the Secretary of the Interior to develop a comprehensive plan to resolve envi-
ronmental and water management problems associated with the Bay-Delta system.
Our Program has the task of instituting, through an open process that includes par-
ticipation by the stakeholder community, a long-term settlement that everyone can
live with. At this time I am pleased to report that tremendous progress has been
made and I am optimistic that it will continue.

The CALFED Bay-Delta Program was established as a result of the Framework
Agreement entered into between the State and Federal governments in mid-1994.
That agreement set forth three areas in which it was agreed additional coordination
and cooperation would be pursued to alleviate uncertainty and conflict within Cali-
fornia’s water management regime and the various overlapping jurisdictional dis-
putes between Sacramento and Washington, D.C. Specifically, the Framework
Agreement set forth a process to facilitate the following: formulation of state water
quality standards pursuant to the Clean Water Act which could be certified by the
Federal and State governments; and, improved operational coordination of the State
Water Project and the federal Central Valley Project to more effectively and effi-
ciently manage the state’s water supplies to meet all beneficial uses, and a long-
term planning process to comprehensively ‘‘fix’’ the Bay-Delta system.

The Bay-Delta Program
That long-term planning process is the CALFED Bay-Delta Program. We began

our effort in the spring of 1995. In the two years since we started, we have made
remarkable progress and enjoyed a period of great cooperation among all parties
concerned with Bay-Delta issues. Considering the complexity and controversial na-
ture of the issues involved, this is an important achievement and one that will serve
California and the nation long into the future.
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The Program is divided into three phases. During Phase I, from June 1995 to Sep-
tember 1996, the Program developed a mission statement, identified problems, de-
veloped objectives and several guiding principles (the ‘‘Solution Principles ’’), and de-
signed three alternative solutions to Bay-Delta related problems. In Phase II, from
November 1996 to September 1998, the Program will conduct a broad-based envi-
ronmental review of the three alternative solutions and will identify a final pre-
ferred solution. Phase II will also include technical analyses of the alternatives and
development of an implementation plan. During Phase III, starting in late 1998 or
early 1999 and lasting for many years, the preferred alternative will be imple-
mented in stages.

As the Program seeks to resolve issues, it is important to note that our mission
is to do so in a manner that serves all beneficial uses of the system. Additionally,
we are guided by six solution principles that will define acceptability of a solution.
These principles are that the preferred alternative should: (1) reduce conflicts in the
system; (2) be equitable; (3) be affordable; (4) be durable both as to project life and
adaptability to unforseen changes in future needs; (5) be implementable; and, (6)
perhaps most critically, have no redirected impacts. Our intention is not to propose
a solution that solves problems for some at the expense of others, but to provide
improvement for all beneficial uses.

As I mentioned, the Program is addressing four major areas of concern: ecosystem
restoration; water supply and water supply reliability; water quality; and, levee sta-
bility. We have developed three comprehensive solution alternatives, which include
multiple actions focused on these problems, to carry forward through the environ-
mental impact analysis. First, I will touch on the common aspects of all three alter-
natives, then briefly describe the distinguishing features of each.

Alternatives Under Review
Each of the three alternatives include implementation of what we call the ‘‘com-

mon programs’’ for each area of concern. These common programs are virtually iden-
tical in every alternative based on the understanding that significant baseline im-
provements must be made in all four areas. They are:

The Water Use Efficiency Common Program takes two approaches: make more ef-
ficient use of water exported from the Delta, and reclaim water after use. It encour-
ages urban water agencies to recycle water and to make greater use of previously
developed Best Management Practices, which are commonly-accepted standards for
water conservation. Similarly, it urges agricultural water users to implement cost-
effective measures such as the Efficient Water Management Practices, which are
standards for conserving agricultural water.

The Ecosystem Restoration Common Program seeks to restore Bay-Delta eco-
system functions by taking advantage of natural processes and restoring some of the
system’s natural resilience to stressors like drought. The common program gives
preference to activities that benefit several species and improve other resource
areas, including water quality, levee stability, and water supply reliability. Activi-
ties could include improving shallow water and riparian habitats, restoring riparian
and San Joaquin River habitats, acquiring water to boost instream flows, and con-
trolling non-native species.

The Water Quality Common Program focuses on limiting the release of pollutants,
particularly salinity, selenium, pesticide residues, and heavy metals, into the Bay-
Delta system and its tributaries. Activities could include improving the management
of urban stormwater runoff, cleaning up mine sites and limiting toxic drainage from
them, providing incentives for urban water agencies to upgrade their filtration sys-
tems, managing agricultural drainage, developing watershed protection programs,
and offering incentives to retire agricultural lands whose discharge most degrades
San Joaquin River water quality.

The Levee System Integrity Common Program addresses levee maintenance and
stabilization, subsidence reduction, emergency management, beneficial reuse of
dredged materials, and creation of habitat corridors as mitigation for negative im-
pacts. Delta islands would be prioritized for work, a strategic plan devised, and sta-
ble funding sources identified with the goal of bringing as many levees as possible
up to a higher standard of stability.

In brief, the three alternatives under environmental review are distinguishable by
their conveyance components and are: (1) continuing with essentially the current
storage and conveyance system and complete reliance upon the common programs
to achieve the project purposes; (2) a significantly modified through-Delta convey-
ance system that would reconfigure many of the sloughs and channels; and, (3) a
dual conveyance option would add an isolated facility to the modified through-Delta
alternative. In all cases, we will analyze ranges of appropriate storage options north
of the Delta, south of the Delta and, perhaps, in the Delta. In addition to appro-
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priate surface storage options (which could include upstream of the Delta—supplied
by the Sacramento or San Joaquin Rivers or their tributaries, south of the Delta—
supplied with water exported from the Delta, or in the Delta), groundwater storage
and conjunctive use projects will be part of our Program, and we are working with
local communities to gauge interest and to ensure local concerns are being satisfac-
torily addressed.

While we have winnowed down to three alternative types, we began with hun-
dreds, reduced that to 20 and then 10 before arriving at the three we have now.
That process of developing and reducing the number of alternatives took approxi-
mately eighteen months. It was a process that was carried out with a high level
of agency and public input.

Public Input
In addition to numerous public workshops and public meetings, we are fortunate

to have the Bay-Delta Advisory Council (BDAC), a chartered Federal advisory com-
mittee, contribute to our effort. BDAC meets monthly or bimonthly to provide ad-
vice, comment and recommendations for improvement. In addition, BDAC has cre-
ated fact finding Work Groups that are forums for in-depth discussion on policy
questions that impact the Program, including: how will success of an ecosystem res-
toration program be defined?, how can water use efficiency be maximized in a real-
istic manner?, what assurances are needed to ensure that the program is imple-
mented tomorrow as it’s designed today?, and, what sort of financing arrangements
make sense?

BDAC, its work groups, and our public workshops all provide avenues for public
participation, and are a continual check for us to judge how we are doing in meeting
the needs of all Californians.

The incredible cooperation among and between State and Federal agencies, as
well as the comfort level and trust that the stakeholder community has for our Pro-
gram, has led to an additional role for our Program in addition to development of
the long-term comprehensive solution. That role is to act as a coordinating point for
ecosystem restoration activities throughout the Bay-Delta system.

Because there were, and are, ongoing restoration efforts in the system, there was
a need to coordinate activities and ensure consistency with the long-term strategy
CALFED was developing. The CALFED Ecosystem Restoration Coordination Pro-
gram is developing a planning and project selection process to begin early imple-
mentation for ecosystem restoration activities using existing programs and commit-
ments. This process focuses primarily on Category III funding decisions for 1997
and 1998 and coordination with CVPIA, but also begins to integrate restoration ef-
forts of other closely related restoration programs. (Category III projects are projects
that do not cost water to implement that the stakeholders agreed to help fund as
part of the 1994 Bay-Delta Accord.) Potential near-term projects include fish screens
and ladders, riparian habitat restoration, wetlands development, ecosystem restora-
tive watershed management actions, and other Bay-Delta ecosystem restoration ac-
tions.

To provide a broad range of representative interests to this process, the Eco-
system Roundtable was established as a sub-committee of BDAC. The Roundtable
is charged with developing criteria and recommending approval of ‘‘early implemen-
tation’’ projects. These are projects that are consistent with the long-term plan the
CALFED Bay-Delta Program is developing, and for which there is broad support
across constituencies.

The Roundtable will make recommendations on funding projects to BDAC and
through BDAC to CALFED. Final decisions will be made by the California Secretary
for Resources and the Secretary of the Interior.

As with the long-term Program, monitoring and evaluation of success of these
early implementation efforts will be a major focus for us. We expect that over time,
assessments and data will indicate that we will need to adaptively manage the sys-
tem, (i.e., adjust specific projects or actions), both on a macro-scale, for example,
water project operations, and on a more micro-scale, for example, a specific habitat
enhancement project. The monitoring methodology will be developed on a project by
project basis, but will probably include sampling, site inspections, and other data
collection and trend analysis.

As I stated at the outset, the Program has made incredible progress in a relatively
short amount of time. I attribute that success to a number of factors. First and fore-
most we have a staff of dedicated professionals, detailed from both State and Fed-
eral agencies, that are literally transforming how government works. Second, the
agencies themselves have committed to an unprecedented level of cooperation, and
understanding what is at stake, have made the Program a high priority. Third, the
intense involvement of the stakeholder community. The water community has come
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together to seek a satisfactory outcome. Working through BDAC and our workshops
and work groups, the technical expertise and policy advice we receive from the
stakeholder community is invaluable and indicative of the importance they place on
our Program’s success. Finally, the public’s support for resolving California’s water
problems, as evidenced by the passage of Proposition 204, further illustrates the im-
perative we are all working under.

The CALFED Bay-Delta Program faces the challenge and opportunity of a new
approach in the methods of dealing with resource issues. The challenge of coopera-
tively devising and implementing a solution, while moving away from regulation
and litigation provides a model which minimizes conflict and maximizes public and
private support. I expect the Program to meet this challenge resulting in a reliable
water supply and healthy environment. Future generations will bear the burdens
or reap the benefits depending upon how we proceed with these problems today.

STATEMENT OF HONORABLE JOHN GARAMENDI, DEPUTY SECRETARY, DEPARTMENT OF
THE INTERIOR

Mr. Chairman and members of the subcommittee, thank you for inviting me to
be here this morning to discuss with you our progress in developing a comprehen-
sive long-term restoration plan for California’s Bay-Delta ecosystem. I am pleased
that my colleagues from the Environmental Protection Agency and State of Cali-
fornia are here with me. Our joint participation demonstrates mutual concern,
shared cooperation, and long-term commitment to meeting the challenge to protect
our resources.

The CALFED Program
In December 1994, Federal agencies, State agencies, and representatives of agri-

cultural, urban and environmental organizations signed what is known as the Bay-
Delta Accord. The Accord described new ways to meet the requirements of several
statutes, including the Endangered Species Act (ESA), the Central Valley Project
Improvement Act (CVPIA), and the Clean Water Act (CWA). It also called on State
and Federal agencies to develop a comprehensive long-term strategy to restore the
health of the Bay-Delta and simultaneously meet the water needs of California’s
economy.

The CALFED Program identified the following major actions necessary for meet-
ing our goals:

(1) Ensure reliable water supplies for California’s urban and agricultural econo-
mies;

(2) restore the health of the Bay-Delta ecosystem;
(3) improve water quality in the Bay-Delta and rivers flowing into it; and
(4) enhance levee system stability.
In order to develop the Accord and carry out the long-term Bay-Delta Program,

Federal and State agencies combined forces and formed CALFED. Four Federal
agencies—the US Fish and Wildlife Service, the Bureau of Reclamation, the Envi-
ronmental Protection Agency, and the National Marine Fisheries Service—began the
effort. Six additional Federal agencies are about to join CALFED—US Geological
Survey, Bureau of Land Management, Natural Resources Conservation Service, US
Forest Service, Western Area Power Administration, and the Army Corps of Engi-
neers. These additional agencies provide a vast array of expertise and programs crit-
ical to our long-term restoration efforts. Only through broad integration of policies
and programs, as well as new and creative ways of approaching problems, can we
realize the goals laid out in the Bay-Delta Program. This year’s tragic flooding is
a prime example.

January 1997 Floods
Over the past several months, Federal and State agencies have been responding

to the January floods that wreaked havoc throughout much of the Central Valley
and the Bay-Delta system’s many tributaries. Army Corps of Engineers, in collabo-
ration with the CALFED and other Federal and state agencies, has undertaken
major efforts to repair flood protection capabilities throughout the system. With the
organization of CALFED, we have a unique opportunity to implement the restora-
tion goals of the Bay-Delta Program and the Administration’s complementary flood-
plain management strategies. Reducing flood damages and threats to life and prop-
erty through cost-effective, and where appropriate, non-structural alternatives, can
restore the natural values inherent to the floodplain and adjacent lands, and pro-
vide water quality, quantity, and ecosystem restoration benefits central to the long-
term Bay-Delta Program.
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Bay-Delta Funding
With an overwhelming endorsement from California voters for Proposition 204, bi-

partisan support in the Congress that resulted in the passage of authorizing legisla-
tion last fall, and the unprecedented collaboration among the historically feuding
water interests in California, we have an incredible opportunity to use the Bay-
Delta funding provided for in the President’s budget as a down payment on this
major restoration effort.

The Program we are undertaking is one of the most significant restoration pro-
grams in this country, and has implications well beyond California. The Bay-Delta
is the largest estuary on the Pacific coast, and serves as a stop-over point for hun-
dreds of migratory birds and water fowl. The estuary is also highly important for
maintaining fish populations. In addition, this system provides the water supply
necessary to support California’s agricultural economy—an economy that produces
40% of the country’s fruits and vegetables, as well as numerous other key crops that
feed our nation. These are some of the most productive lands in the U.S.

Conclusion
This Committee has recognized the importance of the Central Valley to the health

of California’s economy and its diverse natural resource base. The CALFED Pro-
gram is an innovative and unique approach to resolving complex resource issues
that have burdened the State for decades. The Federal and State agencies are work-
ing together to develop solutions to these problems, along with the myriad of con-
stituents who will be affected by this program—whether they are residents and
landowners along the rivers, farmers or urbanites who receive water from the Cen-
tral Valley, or fishermen who rely on healthy populations of fish. We have a great
opportunity to develop and implement the most significant restoration program of
our time. We can only accomplish this if we all work together—Federal and State
agencies, Congress, local governments, and the myriad of private and non-govern-
ment interests for whom we all work.

This concludes my statement. I would be pleased to answer any questions you
may have.

TESTIMONY OF DOUGLAS P. WHEELER, SECRETARY FOR RESOURCES, STATE OF
CALIFORNIA

Mr. Chairman and members of the Subcommittee, my name is Douglas P. Wheel-
er, Secretary for Resources in the Administration of California Governor Pete Wil-
son. Thank you for the opportunity to speak today on the role of the State of Cali-
fornia in the CALFED Bay-Delta Program and to answer any questions that you
have. This program and the improved management of the Sacramento-San Joaquin/
San Francisco Bay Delta is one of Governor Wilson’s top priorities, and we appre-
ciate the subcommittee providing this opportunity for us to talk about the work we
are doing.

BACKGROUND

Beginning with Governor Wilson’s call for a comprehensive solution to California’s
water management and ecosystem issues in his Water Policy of 1992, in which he
stated that ‘‘nowhere is there greater need for a comprehensive program than in the
Delta,’’ California has been working toward a long-term solution to the water-re-
lated problems of the State.

In June 1994, the State of California, through its Water Policy Council (which I
chair), and the United States, through the Federal Ecosystem Directorate, reached
an agreement to cooperate in resolving water quality, water supply, and endangered
species issues of the San Francisco Bay-Delta. This Framework Agreement formed
CALFED and charged this entity with developing the long-term solution to the prob-
lems of the Bay-Delta. Shortly thereafter, in December of 1994, CALFED, in co-
operation with stakeholders and other interest groups, developed a plan (‘‘the De-
cember 15th Accord ’’) that set Bay-Delta water quality standards and established
guidelines for coordinated state/federal operations of the State Water Project and
Federal Central Valley Project for a three year interim period.

The CALFED Bay-Delta Program was launched in June 1995 and began imme-
diately to work with state and federal agencies and stakeholder groups to develop
a comprehensive solution. This innovative, consensus-based approach has allowed
CALFED to establish a level of trust and cooperation among stakeholders that is
truly unprecedented in California.



51

Through extensive public meetings and workshops, CALFED has made great
progress toward developing the long-term plan. This plan is being developed
through a three phased process. During Phase I, the CALFED Bay-Delta Program
evaluated the range of issues, problems, and actions related to the Bay-Delta estu-
ary through a series of public meetings and workshops. At the conclusion of Phase
I, the range of alternatives was narrowed to three for the purpose of environmental
review. The CALFED Program is currently in the midst of Phase II, during which
a preferred alternative will be selected from among the three and certified by the
appropriate public entities. Phase III, implementation, is expected to begin in Fall
of 1998 and will occur over a 20 to 30 year period.

STATE ROLE IN THE CALFED PROCESS

The State of California plays an important role in the CALFED process through
the participation of its member agencies: the Resources Agency, which includes both
the Department of Fish and Game and the Department of Water Resources, the
California Environmental Protection Agency and its State Water Resources Control
Board. Each of these agencies is charged with administering portions of Proposition
204 and are also members of the Governor’s Water Policy Council.

As members of CALFED, these state agencies attend the many workshops, meet-
ings, and public hearings through which the long-term solution is being developed.
More specifically, the agencies attend meetings of the Ecosystem Roundtable (as ob-
servers), CALFED Program Coordination Team, the CALFED Management Team,
and the CALFED Policy Team (co-chaired by myself and Bob Perciasepe, Assistant
Administrator of the U.S. Environmental Protection Agency). Many of the important
issues related to the CALFED Program, including coordination of the various pro-
grams under Prop 204, are also discussed at meetings of the Governor’s Water Pol-
icy Council.

The California State Legislature also contribute toward reaching the comprehen-
sive solution envisioned by the CALFED process. Many of our State Senators and
Assembly Members participated in the crafting of Senate Bill 900, which placed
Proposition 204 on the ballot in November of 1996. The California Legislature has
continued to pay close attention to the progress of the CALFED Bay-Delta Program
and has taken up some key issues during the current session, such as water trans-
fers, in an effort to assist with the overall solution.

The most important contribution toward achieving a solution to the problems of
the San Francisco Bay-Delta, however, has come from the citizens of California. The
participation of stakeholders lies at the heart of the CALFED Program. Ranging
from the Sierra Nevada Mountains to the Imperial Valley bordering on Mexico to
the Los Angeles region in the south and, of course, the Great Central Valley, these
stakeholders all recognize that the CALFED Program is critical to our State’s well-
being. The water which flows through the Sacramento and San Joaquin Rivers
through the San Francisco Bay-Delta reaches over twenty million people in the
State, roughly 2 out of every 3 citizens. This water flows to the farms of the Central
Valley, to the high-tech factories of the Silicon Valley, and to the homes and busi-
nesses of Southern California. At the same time, the San Francisco Bay-Delta Estu-
ary is critical to the ecological health of the State. Because of the ecological degrada-
tion that has occurred in the Delta since large-scale development began nearly one
hundred fifty years ago, such prized fish as the Chinook Salmon and Steelhead
Trout have been reduced to only a fraction of their former numbers. This level of
degradation extends to many other species and habitats throughout the Bay-Delta
system. Californians understand the importance of water to our economy and to the
environment and the citizens of California acknowledged the importance of fixing
the Delta to California’s well-being when they passed Prop. 204 by a wide margin
in November of 1996.

PROPOSITION 204

Proposition 204 was approved by 63% of the voters of California. The objectives
of Prop 204 are to provide a safe, clean, affordable, and sufficient water supply to
meet the needs of California’s residents, farms, and businesses; develop lasting
water solutions that balance economic and environmental needs; restore ecological
health for fish and wildlife; protect the integrity of the State’s water supply system;
protect drinking water quality; and, protect the quality of life in our communities.
Clearly, the goals of Prop 204 are synonymous with those of the CALFED Program.

Prop 204 provides $995 million towards a variety of ecosystem restoration and
water management components in five categories. Some of the money provided by
Prop 204 will serve to replenish existing programs, other funds will initiate new
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programs—all of the money will contribute, directly or indirectly, to achieving a so-
lution to the problems of the Bay-Delta. The following subaccounts of Prop 204 are
expected to contribute directly to the solution reached by the CALFED Bay-Delta
Program (the italic heading indicates the Accounts in which the funding programs
are listed):

Delta Improvements Account ($193 MILLION)
Central Valley Project Improvement Act, ($93 million):
The CVPIA portion of Prop 204 includes funding to contribute the required State

match for restoration projects undertaken by the U.S. Fish and Wildlife Service and
the Bureau of Reclamation. These funds are to be allocated through the California
Departments of Fish and Game and Water Resources for expenditure on projects
outlined in the CVPIA. The Resources Agency will be coordinating these efforts with
the CALFED Bay-Delta Program.

Category III, ($60 million):
The Category III Program was established as part of the December 15th Accord

of 1994 for the purpose of carrying out ecosystem restoration for the Bay-Delta—
in essence, a recognition that improvements to the Bay-Delta ecosystem should not
be delayed until an overall plan is complete. To date, stakeholders have contributed
approximately $22 million for 38 ecosystem restoration projects and an additional
$10 million is anticipated in Fall of 1997. The $60 million contributed by the State
of California in Prop 204 for Category III will be expended through the CALFED
Process, including review by the Ecosystem Roundtable and the Bay-Delta Advisory
Council, and approval by the CALFED Agencies. For a more complete explanation
of this process, please see the description in the materials provided by Lester Snow,
Program Manager of CALFED.

Delta Levees, ($25 million):
The Delta Levees funding will serve to improve the integrity of the levee system

of the Bay-Delta and to carry out associated ecosystem restoration projects which
result in a net benefit to aquatic species. The levee system of the Delta serves an
important role in protecting important agricultural lands and wildlife habitat and
maintaining water quality. The expenditure of these funds will occur through the
existing State Delta Flood Protection Program (SB 34) and will be coordinated with
the CALFED Program. During California’s 1996 legislative session, several amend-
ments were made to the Delta Flood Protection Program through Assembly Bill 360,
including a requirement that the Program be implemented ‘‘consistent with the
delta ecosystem restoration strategy of the CALFED Bay-Delta Program’’.

Delta Recreation Program, ($2 million):
The Delta Recreation Program is for the purpose of implementing projects to in-

crease public opportunities for recreation in the Delta. Examples of this would in-
clude acquisition of fee title, development rights, easements, or other interests in
land located in the Delta for the purpose of public recreation. The provision of great-
er recreational opportunities is consistent with and promotes the CALFED Program
objectives. The California Department of Parks and Recreation will administer these
funds and has proposed to direct $1 million to grants to non-profits and other public
agencies and $1 million to Department projects.

CALFED Bay-Delta Program, ($3 million):
These funds contribute to covering the administrative costs of the CALFED Bay-

Delta Program.
Water Supply Reliability Account ($117 million)
Water Conservation and Recharge, (S30 million):
The funds provided for water conservation and recharge will assist the CALFED

process by contributing to the goals of the Water Use Efficiency Common Program
(A strategy for addressing issues of water use efficiency will be included for all 3
alternatives of the Programmatic EIR/EIS. The other common programs of the
CALFED Program are Ecosystem Restoration Common Program, Water Quality
Common Program, and Levee System Integrity Common Program).

River Parkways Program, ($27 million):
The River Parkway Program subaccount is the only section of Prop 204 which is

subject to appropriation by the State Legislature. These funds are available for ac-
quisition and restoration of riparian habitat, riverine aquatic habitat, and other
lands in close proximity to rivers and streams and for associated river and stream
trail projects. Although these funds are available for use throughout the State, in
his ’97-’98 Budget Governor Wilson proposes expenditure of approximately $10 mil-
lion on projects on the Napa, San Joaquin, and other rivers in the Bay-Delta sys-
tem.
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Sacramento Valley Water Management and Habitat Protection, ($25 million):
The Sacramento Valley Water Management funds are provided for the purpose of

assisting local entities with water management programs, such as conjunctive use
programs, and to implement ecosystem restoration projects. The specific projects to
be undertaken under this program have not yet been identified, but the Resources
Agency, the State Water Resources Control Board, the Department of Water Re-
sources, and the stakeholder community are working cooperatively with the
CALFED Program to ensure that these efforts are consistent with the long-term so-
lution currently being developed.

Clean Water and Water Recycling Account, $235 million
Clean Water Loans/State Revolving Fund, ($80 million):
Small Community Grants, ($30 million):
Water Recycling, ($60 million):
Each of the above programs is administered by the State Water Resources Control

Board for the purpose of assisting local governments with projects to improve local
water quality, supply infrastructure, and recycling capabilities. The Board will uti-
lize existing grant and loan programs to solicit and select loan and grant proposals.
Although these funds will not be coordinated through the CALFED Program, each
contributes to better management of California’s water resources.

Agricultural Drainage Treatment, ($30 million):
The Agricultural Drainage Treatment Program will be implemented by the State

Water Resources Control Board and will contribute toward implementation of the
CALFED Water Quality Common Program.

Delta Tributaries Watershed Program, ($15 million):
The Delta Tributaries Watershed Program will contribute to several of CALFED’s

Common Programs, including the Ecosystem Common Program and the Water
Quality Common Program. The State Water Resources Control Board will admin-
ister this program and has hosted several workshops in cooperation with CALFED
and the Resources Agency to receive input from stakeholders on proposal selection
criteria. The projects selected under this program will be for the purposes of eco-
system restoration projects, watershed management efforts, and fire management
efforts and must be consistent with the efforts of the CALFED Program.

CALFED Bay-Delta Ecosystem Restoration Program, ($390 MILLION) (THIS AC-
COUNT IS NOT BROKEN INTO SUBPROGRAMS):

The funds provided for this program will be available for implementing the Eco-
system Restoration Program Component of the CALFED Bay-Delta solution. The ex-
penditure of these funds is contingent upon the certification of the Programmatic
Environmental Impact Report and a Record of Decision for the Environmental Im-
pact Statement (anticipated in Fall of 1998) and a cost-share agreement between the
State of California and the United States for funding the CALFED solution to the
problems of the Bay-Delta.

Federal/State Cost-Share Agreement Requirement
As mentioned above, the $390 million CALFED Bay-Delta Restoration Program

funds must be accompanied by a cost-share agreement with the federal government
before expenditure. The federal appropriations authorized in the California Bay-
Delta Environmental Enhancement and Water Security Act also require a cost-
share agreement. To this end, a working group consisting of three State and three
federal representatives was formed and is currently in the process of developing this
agreement. The agreement is expected to be completed within the next few months.

Conclusion
The State of California has a tremendous stake in the outcome of the CALFED

process. Our future economic prosperity and the health of our environment hinge
upon the development and implementation of a long-term solution that meets the
needs of all stakeholders. In the short time since its formation, CALFED has made
great progress toward this goal. At this point, funding to begin implementing Cat-
egory III actions and to continue to develop the CALFED solution are critical. The
State of California has demonstrated a commitment to provide the resources nec-
essary to support the process through Proposition 204. We urge our federal counter-
parts to match this commitment with the full appropriation of the authorized $143
million.

Governor Wilson indicated the critical importance of this funding in his letter of
March 31, 1997 to the House Appropriations Committee, stating, ‘‘This $143 million
appropriations is my highest priority for the energy and water development appro-
priations bill.’’ I ask that a copy of the Governor’s letter be made a part of today’s
hearing record.
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Thank you very much for the opportunity to speak today. I look forward to an-
swering any questions the subcommittee may have.

March 31, 1997
The Honorable Joseph M. McDade
Chairman
Subcommittee on Energy and Water Development
Committee on Appropriations
U.S. House of Representatives
Washington, D.C. 20515
Dear Mr. Chairman:
I regret that our schedules did not permit us to get together when I was in Wash-

ington last month. The reason I wanted to meet with you was to urge your support
for full funding of the $143.3 million requested in the President’s budget as the ini-
tial federal contribution toward the restoration of the San Francisco Bay-Delta. As
you may know, the funds included in the President’s budget were authorized by the
Congress last year to partially match a $1 billion state bond issue for water supply
and environmental protection approved by California’s voters in November.

This $143.3 million appropriations is my highest priority for the energy and water
development appropriations bill. With my active encouragement, the California Con-
gressional delegation and the Republican leadership were instrumental in securing
the authorization—now we need the appropriations. I can assure you of strong bi-
partisan support for Bay-Delta funding. The most important factor, however, is the
breadth and strength of support from the stakeholders in California Environmental-
ists, farmers, and urban water users have all banded together in an unprecedented
coalition to find a non-litigious solution to the water disagreements that have long
plagued our state. They are working together cooperatively, along with the numer-
ous state and federal agencies.

The federal authorization applies to the ecosystem spanning the Sacramento and
San Joaquin River watersheds, an area that is the source of nearly half the nation’s
fruits and vegetables, as well as drinking water for 22 million Californians. Con-
gress has funded work in other ecosystems, such as the Everglades and the Pacific
Northwest forests. However, compared to these areas, the budget request for the
Bay-Delta is very modest. This is true not only in absolute terms, but also on a per
capita and per acre basis. The funding that I am asking you to provide contributes
to accomplishing the environmental common elements of a range of comprehensive
water supply and environmental alternatives that are being aggressively fleshed out
by all parties concerned.

The Bay-Delta model for environmental progress is one that I am confident you
can feel proud to support, and, in your role as chairman of the relevant appropria-
tions subcommittee, I invite you to become a partner in our efforts.

I appreciate your consideration in this matter.
Sincerely,
PETE WILSON
cc:The Honorable Vic Fazio, Ranking Minority Member
California Congressional delegation

TESTIMONY OF ROBERT W. PERCIASEPE, ASSISTANT ADMINISTRATOR FOR WATER, U.S.
ENVIRONMENTAL PROTECTION AGENCY

BACKGROUND
Good morning Mr. Chairman and members of the Subcommittee on Water and

Power Resources. I am Robert Perciasepe, Assistant Administrator for Water in the
U.S. Environmental Protection Agency (EPA). I have also been designated as the
lead federal official in the joint federal-State CALFED Bay-Delta Program by the
Secretary of the Interior and the Administrator of EPA, and am appearing here
today on behalf of the federal Departments and Agencies that are members of what
we have called ‘‘ClubFed,’’ the coordinating group for federal participation in the
CALFED process. I appreciate the opportunity to testify.

As you may know, the CALFED program is a partnership between the State of
California and the federal government, charged with developing a long-term com-
prehensive plan that will restore ecological health and improve water management
for beneficial uses of the Bay-Delta system. The original CALFED federal members
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include EPA, the U.S. Fish and Wildlife Service, the Bureau of Reclamation, and
the National Marine Fisheries Service. Collectively, these federal members are re-
ferred to as ‘‘ClubFed.’’ We are now making this partnership forum even more effec-
tive by bringing in additional federal agencies as members of ClubFed: the U.S.
Army Corps of Engineers; the Natural Resources Conservation Service and the U.S.
Forest Service in the Department of Agriculture; the Bureau of Land Management
and the U.S. Geological Survey in the Department of the Interior; and, the Western
Area Power Administration.

The Bay-Delta, as the hub of California’s water system and the largest and most
productive estuary on the West coast, has for decades been the focus of competing
interests—economic and environmental, urban and agricultural. Development activi-
ties such as hydraulic mining, dredging and channelization, flood control,
unscreened water diversions, pollution, and large-scale water supply projects have
contributed to the degradation of the Bay-Delta’s ecosystem. This degradation re-
sulted in many problems, including declining water quality, decreasingly reliable
water supplies, deteriorating fish and wildlife populations, and a fragile Delta levee
system. Perhaps more importantly, it also resulted in gridlock among the competing
stakeholder interests—environmental, agricultural, and urban water users.

On December 15, 1994, federal Cabinet officials, key California officials, and lead-
ing stakeholders signed the momentous Bay-Delta Accord (‘‘the Accord’’). Though
this Accord was indeed momentous in itself, its primary importance lay not so much
in what it achieved at that time, as in the process it launched, and the promising
future for the Bay-Delta it allowed all the interested parties to build.

The Accord was most important because it represented a recognition that a con-
sensus-oriented process was the only route to fix the problems of the Bay-Delta, and
that the California water wars were ultimately futile and pointless for everyone in-
volved. The contestants in those wars recognized that every major party, acting
alone, could stop the initiatives of every other major party. But no major party could
achieve its core objectives alone, without the agreement of the others. That recogni-
tion was clearly true when the Accord was signed. Almost two and a half years
later, the futility of efforts by some participants to go around that process in various
ways makes it clearer than ever—the consensus-oriented route is the only route that
will work for anyone, because it has to work for everyone.

Today, I would like to briefly discuss, from the standpoint of the federal
‘‘ClubFed’’ agencies, what we have achieved since the Accord was signed, and where
we are going—both with respect to our involvement in the CALFED long-term proc-
ess, and with respect to the funding authorization in the California Bay-Delta En-
hancement and Water Security Act that the President signed last fall.

ACHIEVEMENTS UNDER CALFED AND THE BAY-DELTA ACCORD

The Accord defined water quality standards, set up coordinated water project
management, created a program to improve aquatic habitat by non-flow actions, and
established a long-term process for defining a plan of action to fix the problems of
the Bay-Delta. The Accord also provided an atmosphere of greater near-term ‘‘cer-
tainty’’ in California water management for all stakeholders, that would enable the
cooperative efforts to take root and grow. The Bay-Delta consensus process has pro-
duced much of this certainty, with benefits for water users, the environment, and
the California economy. To sustain this progress, and get long-term solutions that
provide lasting certainty, all CALFED agencies and stakeholders must continue to
work within the consensus-oriented process.

•State Water Quality Standards: The State Water Resources Control Board adopt-
ed in May, 1995 a water quality plan for standards that reflects the Accord. EPA
Region 9 approved the State standards on September 26, 1995. In contrast, efforts
prior to the Accord to put water quality standards in place for the Bay-Delta had
been unsuccessful. ClubFed members are working with stakeholders and the State
to find ways to meet these standards that will also address the concerns of the agri-
cultural and urban users of San Joaquin River water. We have made a great deal
of progress in this effort and are hopeful of reaching an agreement that the State
can finalize within the time frame specified in the Accord.

•More Reliable Water Allocations: Because of the Bay-Delta process, working
through its joint federal-State Coordination Group, the Central Valley Project (CVP)
water contractors have received more reliable allocations of the available water dur-
ing the past two years. This demonstrates that, by working together, State and fed-
eral agencies can coordinate and more flexibly harmonize water allocations to habi-
tat, farm and urban users of CVP water. Previously, user conflicts sometimes pre-
vented contract allocations from being provided even when water was physically
available. Recognizing that this is a greater challenge in drier years, the Interior
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Department is working to develop a protocol for making these allocations, to provide
greater certainty about how the allocation process will work.

This year’s flooding experience also shows us the limits to any human problem-
solving approaches dependent on the weather. When a single, huge rainstorm forces
the massive release of stored water to prevent an immediate catastrophe, and is
then followed directly by a prolonged, total, unseasonable drought, no human
plumbing on earth can produce enough water for all purposes. We must note, in all
humility, that we can only do the best we can with what nature gives us to work
with.

•Support from the Financial Markets: Prior to the Accord, the financial markets
sounded alarms about the effect that water policy uncertainty could have on Califor-
nia’s municipal credit ratings. Standard & Poor’s, among those previously con-
cerned, found the Accord ‘‘....represents a major step in alleviating many of S&P’s
credit concerns.’’ (Credit Week Municipal, 2/27/95).

Richard Rosenberg, Chairman and CEO of BankAmerica Corp., reaffirmed that a
consensus process was essential to this progress, stating to the Water Education
Foundation (of Sacramento, CA) on March 30, 1995 that the Accord is ‘‘a critical
first step towards a new era of water management in the State.... we must deal with
California water issues in California and include all Californians.’’ Similarly, the
Bay Area Economic Forum wrote on June 20 to Senator Feinstein that major
changes to the Accord ‘‘would threaten to unravel the Bay-Delta Agreement and
jeopardize the mutual trust that has developed among all of the different players.’’
These initial reactions from the California financial community have proven to be
both perceptive and prophetic about the most important benefits of the Accord.
CALFED and its extensive stakeholder processes are the means by which we ‘‘in-
clude all Californians’’ in our Bay-Delta long-term planning and near-term decision-
making. This has also enabled us to keep all participants, governmental and private
sector alike, in the CALFED processes and at the table negotiating their differences,
instead of taking outside routes in futile attempts to get a one-sided answer.

•Category III: The Bay-Delta Accord included a commitment to undertake non-
flow ecosystem restoration activities to improve the health of the Bay-Delta eco-
system. This effort is commonly referred to as ‘‘Category III’’, and the Bay-Delta Ac-
cord estimated the costs of the non-flow ecosystem restoration activities to be $180
million.

Category III’s central purpose was to get effective non-flow measures for eco-
system restoration into place while the CALFED process worked out long-term solu-
tions. In other words, the Accord recognized the need to fund and carry out meas-
ures, in the short term, to address the variety of non-flow related factors that have
contributed to the historical decline of the Bay-Delta’s ecological resources. To date,
the water user community has contributed almost $22 million to fund Category III
projects—including $20 million from Metropolitan Water District, and smaller con-
tributions from several San Francisco Bay Area water districts. The $22 million in
stakeholder funding has leveraged funds from other sources such as the Central
Valley Project Improvement Act (CVPIA), State and federal agencies, and non-gov-
ernmental entities, to support $61.5 million worth of projects.

A working group of stakeholders and agency personnel identified Category III
non-flow habitat improvement projects as appropriate for funding, and 38 have been
or are being implemented to date. These projects, such as installation of new fish
screens at critical water diversions and restoration of spawning habitat in important
upstream tributaries, will substantially improve aquatic habitat. They will, as in-
tended, be even more effective in conjunction with the CALFED ecosystem restora-
tion activities.

I would like to provide just a couple of examples of projects that have been under-
taken with Category III funds. Category III funds, in conjunction with several other
sources, enabled the acquisition of the 4,356-acre Valensin Ranch to greatly expand
the Cosumnes River Preserve and provide necessary wetlands and upland habitat.
These funds were also used to install five fish screens for water diversions located
in the Suisun Marsh, one of the largest contiguous brackish marshes in the U.S.
Finally, Category III funds were used to restore a segment of Butte Creek to natural
conditions by removing four unscreened diversion dams, enabling the unrestricted
passage of salmon.

In designing the process to identify and move forward on Category III projects,
the CALFED agencies were faced with the challenge of moving quickly to maximize
near-term Category III progress before the start of long-term program, while work-
ing to build a consensus on difficult issues of Category III operation and financing.
The CALFED agencies struck a pragmatic balance by establishing a formal mecha-
nism (through the Ecosystem Roundtable) to provide direct stakeholder input on
near-term restoration activities, including decisions on use of Category III funds.
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Now we have the potential for a dramatic new infusion of funding. When Cali-
fornia voters approved Proposition 204 last November, they made available $60 mil-
lion in State funds to add to the existing pot. New federal funds appropriated under
the authorization of the California Bay-Delta Enhancement and Water Security Act,
can be explicitly available for use in Category III projects. The ClubFed agencies
hope Congress will look favorably on the President’s FY 1998 budget request for full
funding under the Bay-Delta Act, to enable the federal government to match Cali-
fornia’s support and commitment reflected in its Proposition 204 funds for Category
III purposes in Fiscal Year 1998. These new State and federal contributions add to
the impetus for a wide range of stakeholders to support Category III financially, as
the Bay-Delta Accord envisioned.

•ASolid Start on Building Long-Term Bay-Delta Solutions: As CALFED Executive
Director Lester Snow’s statement describes in more detail, we have created a joint
State-federal CALFED Bay-Delta Program office, and staffed it using State and fed-
eral resources and personnel. A broad-based Bay-Delta Advisory Committee (BDAC)
of stakeholders has been convened, and regularly counsels the State and federal
agencies on aspects of the long-term solution. The CALFED Program has developed
three major alternatives for the long-term solution addressing the Program’s objec-
tives—of water quality, water supply, ecosystem restoration, and levee stability.
These alternatives are being evaluated in a Programmatic Environmental Impact
Report and Statement (EIR/EIS). The expedited schedule calls for the CALFED
agencies to identify a preferred alternative by September of this year and release
the programmatic document for public review in November.

CALFED BAY-DELTA FUNDING REQUEST FOR FISCAL YEAR 1998

Last Fall, Congress passed and President Clinton signed into law the California
Bay-Delta Enhancement and Water Security Act. This new law authorizes funding
of up to $143 million per year for three years, which shall be ‘‘in addition to baseline
funding levels . . . for currently authorized projects and programs . . . for the pur-
pose of Bay-Delta ecosystem protection and restoration.’’ The Bay-Delta Act states
that this funding is the ‘‘initial federal share of the cost of developing and imple-
menting’’ the Category III program and the ‘‘ecosystem restoration elements of the
long-term CALFED Bay-Delta program.’’

The Bay-Delta Act also requires the Office of Management and Budget to submit,
as part of the President’s Fiscal 1998 budget, ‘‘an interagency budget crosscut’’ for
Fiscal Years 1993 through 1998. This crosscut is to show levels of federal spending
‘‘on ecosystem restoration and other purposes in the Bay-Delta region, separately
showing funding provided or requested’’ under both existing and this new Bay-Delta
Act authority.

In his Fiscal Year 1998 budget, the President requested the full $143.3 million
in new funding for Bay-Delta ecosystem restoration and Category III purposes that
was authorized by the 1996 Bay-Delta Act. In his FY 1998 budget request, the
President also met the statutory requirement for a budget cross-cut. The Bay-Delta
cross-cut includes an estimate for the baseline of federal spending for ‘‘ecosystem
restoration and other purposes’’ in the Bay-Delta of $70 million, a 250 percent in-
crease over the FY 1993 funding level of $20 million. Let me clarify that this
amount reflects federal agencies’ pre-existing spending for Bay-Delta purposes. This
baseline amount is in addition to the President’s FY 1998 request for $143.3 million
in new funding. In other words, the President’s FY 1998 budget requests a total of
$213.3 million for ecosystem restoration and other activities in the Bay-Delta.

CALFED’s FY 1998 PROGRAM

Regarding the specific actions to be funded by the CALFED program, the Bay-
Delta Act is not a great deal more explicit or detailed than that which is set forth
in the brief quote cited above. We must therefore answer the question about the
President’s FY 1998 budget, ‘‘funding for what functions to accomplish what goals?’’

The funding authorization in the Act itself refers to the ecosystem restoration ele-
ments of the long-term CALFED program. While that program is still under devel-
opment, and the environmental review process on a preferred alternative is not
scheduled to be completed until the latter half of 1998, CALFED has identified an
FY 1998 program of activities that will be beneficial to each alternative being con-
sidered for the long-term program. Investment in these ‘‘no regrets’’ early actions
is important to maintain momentum in preparation for the decades of work ahead
on the long-term program, and will build support and commitment for implementing
the full alternative chosen. Federal funding authorized under the Bay-Delta Act will
also provide the necessary match for the State’s funding under Proposition 204.
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The CALFED FY 1998 program is part of a larger, five-year program of activities
common to all three alternatives, drafted in consultation with stakeholders, with
federal ClubFed agency staff closely involved in development and review at every
stage. The program was framed to provide early implementation benefits and gen-
erate information valuable for adaptive management activities when the long-term
Program is undertaken. While many early action projects are for ecosystem restora-
tion, substantial activities are anticipated in each of the four long-term program ele-
ments, including water quality, levee vulnerability, and water supply.

Projects pursued for early implementation must: (1) have appropriate environ-
mental documentation; (2) have no significant adverse cumulative impacts; and, (3)
not limit the choice of a reasonable range of alternative or affect the selection of
a preferred alternative. Under the President’s FY 1998 proposal, the Secretary of
the Interior will be required to approve plans outlining how funds appropriated
under the Bay-Delta Act authorization will be spent.

The federal and non-federal funding total currently projected for the FY 1998
CALFED program of common actions is $260 million, of which about $143 million
is proposed by the President’s FY 1998 Budget request under the Bay-Delta Act.
The majority of the $260 million is for ecosystem restoration actions, and the re-
mainder is for actions under the other three program elements.

Cost-Share Agreement
We recognize that the CALFED agencies need to have a cost-sharing agreement

in place by September, 1997. A high-level interagency group is developing an agree-
ment which will meet the requirements of the Bay-Delta Act and Proposition 204.
This agreement is intended to apply to interim activities (including those in the
CALFED FY 1998 program) prior to the availability of a final programmatic envi-
ronmental review document, as well as to the long-term program.

The agreement will also include a framework of principles for cost-sharing on the
overall CALFED program. Because the longer-term process is not yet defined and
will be described in conceptual terms, later amendments to the initial agreement are
contemplated that will be consistent with the framework of principles and will de-
fine the long-term process as decisions are made on it.

Defining Projects and Actions—A New Way of Doing Business
I am sure that the Subcommittee’s members recognize that this discussion has not

addressed what is ordinarily a central focus of significant funding requests—that is,
a detailed description of projects and actions for which the funding will be used.
Lester Snow’s testimony addresses this question at length.

I will simply summarize with a general description of how CALFED will proceed.
The identification of projects and development of detailed project plans will involve
the same processes of close interaction and consultation among Lester Snow’s staff,
CALFED agency staff, and stakeholders that have brought us where we are today
on the CALFED FY 1998 Program and the CALFED long-term process. Final ap-
proval of projects will involve the same processes of discussion and agreement
among all the CALFED agencies that have been successful to date and that have
brought all of the panelists together to this table.

We recognize that this is not ordinarily how federal project spending gets defined.
In the language I quoted above, Congress also recognized that—in the way that the
Bay-Delta Act defined the purposes for which the funding was authorized. Essen-
tially, funding was authorized for actions to be named later by the consensus-ori-
ented CALFED process. In other words, Congress recognized the necessity for a lit-
erally extraordinary legislative response to what is an equally extraordinary part-
nership—CALFED.

We envision that the decisions on which agencies, or stakeholders, will undertake
and pay for each activity will be made in the same process and on the same con-
sensus terms that we have used to identify projects for the FY 1998 program. There
is no allocation of funds among the federal agencies to be set before the fact. Rather,
the allocations will follow the CALFED decisions on which department or agency
has the most appropriate capability or experience to carry out a category of activi-
ties.

The fact that, as an EPA official, I am advocating for funding to be channeled
through the actions of another federal department says a great deal about the dif-
ferent way in which we are doing business here. These are not federal or State
projects, Interior or EPA projects we envision from the common program, although
federal or State agencies will carry out many of them. Rather, they will be products
of the CALFED federal-State partnership, which also includes stakeholders in a
truly collaborative capacity.
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CONCLUSION

Why Support The Bay-Delta Process? While we believe that this process for decid-
ing on action projects is what Congress envisioned when it passed the Bay-Delta Act
last Fall, we do not ask for your support solely on that basis, or solely from the con-
fidence you can take from the record of the many CALFED achievements since the
Accords were signed. It is fair for you also to ask, ‘‘why do we believe the CALFED
process will continue to work as we move into Fiscal Year 1998 and beyond?’’

Let me answer that question. First, the process is built on a strong, core partner-
ship with the State. We, the federal and State signatories, jointly created that part-
nership in the Framework Agreement of June, 1994. We gave it substance and clear
direction with the signing of the Accord. We continue to cement and augment it—
by our contributions in staff, resources and work to Lester Snow’s CALFED effort;
by our steady and timely progress in assembling the long-term plan; and, by our
continuing collaborative work on all the formal and informal Teams that make
CALFED go. These efforts to date provide us with the trust and confidence that we
can, and will, work through any problem in a cooperative, consensus-oriented way.

Second, ClubFed has provided for a degree of coordination among federal agencies
that may well be unprecedented in a natural resources program of this magnitude.
I am not saying we head off any problem before it occurs—I doubt that it is hu-
manly possible to do that in any large organization—but no ClubFed agency makes
major Bay-Delta decisions without consultation with and accountability to the rest
of the team. By providing a common forum for regular interaction on these issues,
ClubFed has improved our communication and coordination with each other, the
State, and stakeholders on Bay-Delta matters and on other, related issues beyond
Bay-Delta—proving that success can be infectious. The strong interest of the six
new members of ClubFed in joining the partnership is powerful testimony to the ef-
fectiveness of ClubFed and the importance of the CALFED long-term effort.

Third, the strength of the CALFED process is rooted in the close and continuing
involvement of all major stakeholder groups. Any government agency worth its salt,
at any level of government, should have learned by now that you make the most
durable and effective decisions by bringing in the people affected and finding out
their needs, concerns, and thoughts about different ways of solving problems. Being
listened to seriously, and being able to take a hand in guiding the overall effort,
keeps all the players at the table, and compounds their investment in making the
consensus-oriented process work. And as that investment by all of us keeps growing,
the successes we achieve together—most recently in joining to support Proposition
204 and the Bay-Delta Act—bring us closer to the goal of a durable, long-term solu-
tion for the Bay-Delta.

Thank you again for your invitation to testify, and for your consideration of sup-
port for this path-breaking initiative.

STATEMENT PRESENTED BY DIRECTOR ROSEMARY KAMEI, SANTA CLARA VALLEY
WATER DISTRICT

Mr. Chairman and Members of the Subcommittee, thank you for providing me an
opportunity to submit this statement on the CALFED Bay-Delta Program on behalf
of the Santa Clara Valley Water District, a member of the California Bay-Delta
Water Coalition, and on behalf of the Bay-Delta Advisory Council. The coalition rep-
resents a diverse alliance of conservation interests, urban water suppliers, agricul-
tural water users and business leaders working together on water policy issues in
California.

1. STATUS OF THE CALFED PROCESS FROM THE URBAN WATER USERS’
PERSPECTIVE

California’s economy is one of the strongest in the world, and that strength is de-
pendent on sufficient and reliable supplies of water. The San Francisco Bay-Delta
Estuary supplies water to 20 million people and supports an $800 billion economy
and job base. The San Francisco Bay Area is the No. 1 business location in the
United States, and second in the world.

Santa Clara County, the Silicon Valley, is the single most important high-tech
center in the U.S., being home to over 4,000 high-tech companies. The Silicon Valley
receives one-third or over $1 billion of the venture capital invested in the United
States annually, and employs over 230,000 people. The high-tech and manufacturing
industries are the key to the future of the western region as America’s gateway to
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the Pacific Rim. These growing industries need a reliable source of high quality
water to produce the products that fuel the economic engine. Santa Clara County
is home to 1.6 million people and it constitutes 25% of the Bay Area’s total popu-
lation and economy. In an average year, half of the water supply to Santa Clara
County comes from the Bay-Delta. A reliable and adequate supply of high quality
water is of the utmost importance to the businesses and residences of the Silicon
Valley.

The CALFED Bay-Delta Program is an unprecedented cooperative effort among
federal, state and local agencies to restore the Bay-Delta. The Program is developing
a long-term solution that equitably addresses water problems in four key and inter-
related areas: water supply reliability, water quality, ecosystem health, and levee
system vulnerability. As a member of the urban water users community and an ac-
tive participant of the CALFED Bay-Delta Program, I am pleased with the progress
of the Program and the degree to which the Program has promoted an open, con-
sensus-building process in developing a long-term solution for the problems facing
the Bay-Delta. The Program is on a very ambitious schedule but I think it is impor-
tant for CALFED to continue with the momentum that has been generated. From
the urban perspective, the CALFED process is on track to increase water supply re-
liability. This is absolutely critical to maintaining the quality of life not just in my
area but throughout the state.

2. THE ROLE THAT THE BDAC IS PLAYING IN THE DEVELOPMENT OF
A LONG-TERM PLAN FOR THE MANAGEMENT OF BAY-DELTA RESOURCES

The Bay-Delta Advisory Council (BDAC) is a federally-chartered stakeholder
group which provides policy guidance to CALFED in its development of the long-
term Bay-Delta solution. It is a 32-member council consisting of representatives
from urban, agricultural, environmental, business, and fishing interests. It is the
formal forum for stakeholders to discuss issues, understand the concerns from all
of the interests that will be affected by the CALFED Bay-Delta Program, and pro-
vide recommendations to CALFED in developing balanced alternatives for address-
ing water problems in the Bay-Delta.

Since its creation from May 1995, BDAC has been engaged in providing input on
the elements of the CALFED solution including: water use efficiency, water quality,
storage and conveyance, levee stability, and the nexus between ecosystem restora-
tion and flood management. There are also four BDAC sub-groups set up to address
in more detail, policy issues related to program elements and other necessary and
companion components of the CALFED package such as financing and assurances.
These BDAC workgroups are also comprised of balanced representation from urban,
agricultural, environmental, and business interests. In addition, BDAC has ap-
pointed a subcommittee, the Ecosystem Roundtable, to provide advice on near-term
ecosystem restoration efforts.

3. THE NEED FOR THE FUNDING CURRENTLY REQUESTED IN THE
PRESIDENT’S BUDGET

Although the CALFED program requires all parts of the long-term solution to
move forward together, the CALFED agencies and stakeholder interests have recog-
nized an immediate need to begin implementation of the ecosystem restoration ele-
ment. Because the ecosystem restoration element is designed to serve as the founda-
tion for all of the other program elements, immediate restoration action is necessary
to achieve long-term water supply reliability and water quality benefits. There are
ecosystem restoration projects and programs and water quality actions to improve
ecosystem quality that can be undertaken now and will result in immediate ecologi-
cal benefit. There are other projects that need to go forward now because of the con-
siderable lead time necessary to produce species and habitat benefits.

The California Bay-Delta Water Coalition, including Santa Clara Valley Water
District, strongly supports the Administration’s budget request for funding the in-
terim CALFED ecosystem restoration program. The Coalition believes it is critical
that all of the parties to this process—federal, state, local and stakeholder inter-
ests—contribute financially to the CALFED Bay-Delta Program, and that full fund-
ing in support of the Administration’s ecosystem restoration funding request is a
crucial step in this regard.
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1 For more than 45 years The Nature Conservancy has implemented our mission by focusing
on local, on-the-ground conservation, utilizing the best available science, market forces, and
partnerships with people and groups across the political spectrum. We currently have conserva-
tion programs in all 50 states and 17 other nations. The Conservancy has more than 900,000
individual members and over 1,385 corporate sponsors.

4. OUR ASSESSMENT REGARDING THE PROCESS BY WHICH FUNDS—
BOTH FEDERAL AND NON-FEDERAL—WILL BE ALLOCATED AMONG
COMPETING POTENTIAL PROJECTS

In order to help prioritize and allocate federal and non-federal funds among simi-
lar but competing needs, CALFED agencies have created a Restoration Coordination
Program to receive stakeholder input such as those from the Ecosystem Roundtable.
The Ecosystem Roundtable is an advisory group appointed under the Federal Advi-
sory Committees Act (FACA) and is a sub-committee reporting to the Bay-Delta Ad-
visory Council (BDAC). The Ecosystem Roundtable is a balanced group representing
the various interests involved in Bay-Delta issues and its mission is to advise
CALFED on near-term ecosystem restoration project selection and coordination with
other ongoing programs such as the CVPIA.

The project selection and funding prioritization process is being performed in a
manner that fosters cooperative planning and implementation with all the federal,
state, and local agencies and stakeholders. Prioritization is based on a rigorous eval-
uation of environmental needs, biological benefits, technical feasibility, cost effec-
tiveness, potential environmental and third-party impacts, and consistency with
CALFED goals for water quality, levee reliability, water use efficiency and water
supply reliability. I believe that this Ecosystem Roundtable process is the most ef-
fective method for coordinating overlapping agency programs and for bringing in
meaningful stakeholder involvement and buy-in.

STATEMENT OF LESLIE FRIEDMAN JOHNSON, DIRECTOR OF AGENCY RELATIONS, THE
NATURE CONSERVANCY, CALIFORNIA REGIONAL OFFICE

Mr. Chairman and Members of the Subcommittee, thank you for providing me an
opportunity to submit this statement regarding the CALFED Bay-Delta Program on
behalf of The Nature Conservancy (‘‘Conservancy ’’). The Conservancy is an inter-
national, non-profit land conservation organization dedicated to the long-term pres-
ervation of biological diversity. 1 The premise that underlies our work is that in
order to safeguard imperiled species, we must protect and often restore their habi-
tats. The Conservancy has been actively implementing ecosystem conservation and
restoration projects at sites throughout the Bay-Delta watershed for nearly 20
years. Because we share CALFED’s goal of restoring Bay-Delta ecosystem health,
the Conservancy has been actively participating in the CALFED process since the
Bay-Delta Accord was signed. We are also an active participant in the California
Bay-Delta Water Coalition, and have signed on to the Coalition testimony submitted
to you today under separate cover. For my individual statement I will focus on the
specific questions you have asked me to address.

SUMMARY

As authorized in October 1996 by P.L. 104-333, Title XI, the California Bay-Delta
Environmental Enhancement and Water Security Act, the Administration has in-
cluded $143.3 million for the CALFED Bay-Delta Program in the Bureau of Rec-
lamation’s FY’98 budget request. The Nature Conservancy strongly supports this
funding level request.

The San Francisco Bay-Delta and its watershed is a 500-square-mile region sup-
porting an immense diversity and richness of aquatic and terrestrial species and
habitats as well as substantial commercial and sport fisheries, several of which are
on the verge of extinction. In addition, the estuary and its watershed support con-
siderable wetland habitat for waterfowl that provides a large recreational hunting
base. Simultaneously, the Bay-Delta Estuary serves as the primary water supply
conveyance system for a massive agricultural economy and two-thirds of California’s
population. The conflict between these competing uses has produced significant en-
vironmental problems, which in turn have stalled efforts to improve water supply
reliability for all interested parties. Similarly, the future viability of commercial and
sport fishing on the West Coast is dependent upon solving these complex ecological
problems.
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The Bay-Delta ecosystem also has important implications for other Western
states. For example, this region provides critical nesting and wintering habitat for
migratory waterfowl whose seasonal migrations along the Pacific Flyway reach from
northern Alaska to the tip of South America. Moreover, a restored salmon fishery
in California could benefit fisheries along much of the Pacific Coast and decrease
the likelihood of additional listings under the Endangered Species Act (ESA).

STATUS OF THE CALFED PROCESS FROM THE ENVIRONMENTAL
ORGANIZATIONS’ PERSPECTIVE

First, I must point out that there is no single environmental perspective. The en-
vironmental community is made up of a diversity of organizations spanning the
spectrum from small, local grass-roots groups to large, international corporations.
Each of these groups has a slightly different focus ranging from comprehensive eco-
system restoration to local watershed projects to water conservation to reduction of
point-source pollution. The CALFED-program, likewise, is actually multiple pro-
grams: interim, long-term, ecosystem restoration, water supply reliability, water
quality and levee system vulnerability. As a result there exists an enormous range
of perspectives depending on which group one polls regarding which specific pro-
gram area.

Environmental and conservation organizations have demonstrated unprecedented
commitment to the CALFED process. In the ten years I have been working on con-
servation issues in California I have never before seen anything approaching the
level of environmental and conservation group involvement witnessed in the
CALFED arena. To the best of my knowledge, every CALFED forum—including
public workshops, the Bay Delta Advisory Council (BDAC), the Ecosystem Round-
table, BDAC work groups on finance, assurances, water quality, water supply reli-
ability, and ecosystem restoration—is attended by at least one and often multiple
representatives of the environmental community. In addition, a broad diversity of
conservation and environmental interests has come together as the Environmental
Water Caucus (EWC), a forum for sharing information and coordinating input to the
CALFED Bay-Delta program. EWC, in turn, has established multiple work groups
to focus on various CALFED program elements. Collectively this is a remarkable re-
sponse from a community that is chronically understaffed and under- or un-funded.

Environmental and conservation groups are at the table because we believe it will
take a comprehensive program on the scale of that undertaken by CALFED to effec-
tively address the complex problems manifest in the Bay-Delta. The environmental
community is clearly as fully engaged as any other interest group in developing a
rational, consensus-based solution to Bay-Delta problems. It is also important to
note that a commitment to the process does not imply a blanket endorsement of
CALFED recommendations.

NEED FOR THE FUNDING LEVEL IN THE ADMINISTRATION’S FY’98
BUDGET: IMMEDIATE SPENDING ON ECOSYSTEM RESTORATION IS A
PRIORITY FOR ALL CALIFORNIA

Although the CALFED program requires all parts of a long-term solution to move
forward together, agencies and stakeholder interests have recognized the need to
begin implementation of ecosystem restoration immediately. We believe this is im-
portant for several reasons. First, the ecosystem restoration element of the CALFED
program is the foundation for all of the other program elements. With so many spe-
cies in decline or on the brink of extinction, restoration of ecosystem health is widely
recognized to be necessary to achieve long-term water supply reliability. Thus, while
the CALFED agencies are developing several alternative long-term solutions, an ag-
gressive ecosystem restoration program, by the agreement of all parties, will be com-
mon to all of the alternatives.

Second, commitment of significant funding—on the order of the current federal
funding request—is a necessary precondition to stimulate development of ecosystem
restoration projects on a scale sufficient to achieve restoration of ecosystem health.
Uncertainty about the availability of funding has had a stifling effect on develop-
ment of large-scale restoration projects. In an era of decreasing funding, agencies
and private organizations alike have been reluctant to invest the effort or resources
necessary to develop large-scale projects because they have lacked confidence that
funding would be available to carry them out.

Federal funds will be used in conjunction with existing Proposition 204, Central
Valley Project Improvement Act and other restoration program funds to support an
array of urgently needed ecological improvements including, but not limited to:
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*Restoration of tidal, shallow water, riparian, instream, wetland, and other habi-
tats;

*Improved fish protection and management;
*Protection and enhancement of existing habitat;
*Expanded wetlands protection;
*Improved ecosystem water quality to support aquatic resources;
*Improved habitat management;
*Improved management of introduced species;
*Identification and addressing of other limiting factors that have impaired eco-

system recovery.
I would like to elaborate a bit by describing a few types of activity for which fund-

ing is urgently needed:
Emergency measures to prevent additional listings and/or extinction. A clear, and

widely-supported priority for immediate funding is activity that immediately, di-
rectly and tangibly improves conditions for species approaching or on the brink of
extinction. Activities that may meet this definition include screening unscreened
water diversions, improving fish passage, and restoring habitat for listed and can-
didate species.

Experimental and demonstration projects. There are several highly-degraded
habitat types central to the CALFED Ecosystem Restoration Common Program for
which restoration technologies are still relatively unproved (e.g. Delta wetlands).
Immediate development of large-scale experimental and demonstration restoration
projects is a necessary step in the direction of restored ecosystem health.

Large-scale habitat restoration. Preliminary drafts of the CALFED Ecosystem
Restoration Program plan have indicated a need to acquire, protect and/or restore
large amounts of habitat. Again, dependability of funding is critical to development
of a successful program. Without secure funding (or at least good prospects), agen-
cies and private entities are much less likely to pursue such projects.

The CALFED process has significantly advanced the collective vision of ecosystem
restoration in the Bay-Delta watershed; the requested federal funding will provide
the means to begin seriously implementing that vision.

THE CALFED RESTORATION COORDINATION PROGRAM: A SYSTEMATIC,
CONSENSUS-BASED APPROACH TO PROJECT FUNDING

As noted above, the Administration has included $143.3 million for the CALFED
Bay-Delta Program in the Bureau of Reclamation’s FY’98 budget request. As imple-
mentation occurs, it is anticipated that funds will also be transferred to other fed-
eral agencies participating in the CALFED Bay-Delta Program. The Nature Conser-
vancy strongly supports this ‘‘one-stop’’ federal line item as an efficient and stream-
lined approach to funding the interim CALFED ecosystem restoration program.

I am going to leave it to the other panelists to describe the CALFED Restoration
Coordination Program and the Ecosystem Roundtable, and will limit my comments
to addressing how I believe this approach improves upon the status quo.

As mentioned above, the Conservancy has been implementing conservation and
restoration projects in the Bay-Delta watershed for nearly 20 years. Over that pe-
riod, developments in the field of conservation biology have led us and others to rec-
ognize that conservation and restoration of ecosystems, including the natural proc-
esses that sustain them, is more effective and sustainable than species by species
conservation efforts. Ecosystem restoration of the magnitude required to achieve
ecosystem ‘‘health’’ needs to be conducted on a large scale, and in a highly-coordi-
nated fashion.

To date, there has been no coordinating framework to guide the actions of various
state, federal, local and private interests. Due to limited resources, differing agendas
and lack of coordination, these interests have historically pursued projects of rel-
atively small scale in a manner that is fragmented, reactive, and often focused on
narrow objectives (e.g. habitat acquisition for a single species without respect to eco-
system context or natural process function). While state, federal and local entities
have indeed cooperated on many important and worthwhile projects, and are in-
creasingly developing projects on an ecosystem scale, the various priorities, decision-
making processes and institutional constraints unique to each agency or group often
make cooperative efforts cumbersome.

The CALFED Restoration Coordination Program promises to be a vast improve-
ment over traditional ecosystem funding programs in that CALFED, with input
from stakeholders on the Ecosystem Roundtable, has developed a process to coordi-
nate not only the expenditure of the requested federal funds, but also CVPIA Res-
toration Fund, Proposition 204 and other funding sources. We strongly support
CALFED’s role in coordinating this effort. Fragmenting the federal appropriation
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among the various federal agencies or earmarking of specific projects would under-
mine the coordination already underway.

CONCLUSION

Thank you for the opportunity to appear before the Subcommittee to describe The
Nature Conservancy’s support of the CALFED Bay-Delta program and the Adminis-
tration’s FY’98 funding request. As we have described in greater detail above, eco-
system restoration is a necessary foundation for other elements of the CALFED pro-
gram, and is critical to the long-term environmental and economic health of the
West and the United States as a whole. The requested federal funding is urgently
needed to move these ecosystem restoration efforts forward.

STATEMENT OF CALIFORNIA BAY-DELTA WATER COALITION

Mr. Chairman and Members of the Subcommittee, thank you for providing us an
opportunity to submit this statement regarding the CALFED Bay-Delta Program on
behalf of the California Bay-Delta Water Coalition. The coalition represents a di-
verse alliance of conservation interests, urban water suppliers, agricultural water
users and business leaders working together on water policy issues in California.
(Exhibit A is a list of Coalition participants.) The Coalition is currently focused on
obtaining sufficient funds to ensure the success of the CALFED Bay-Delta Program.
It is these funding issues that are the focus of the Coalition’s testimony today.

SUMMARY

As authorized in October 1996 by P.L. 104-333, Title XI, the California Bay-Delta
Environmental Enhancement and Water Security Act (‘‘Bay-Delta Act’’), the Admin-
istration has included $143.3 million in the Bureau of Reclamation’s FY ’98 budget
request for the CALFED Bay-Delta Program. The California Bay-Delta Water Coali-
tion strongly supports this funding level request.

California’s economy is one of the strongest in the world, and that strength is de-
pendent on sufficient and reliable supplies of water. Two-thirds of California’s popu-
lation is dependent on water from the San Francisco Bay-Delta Estuary, a 500-
square-mile region supporting an immense diversity and richness of aquatic and ter-
restrial species and habitats as well as substantial commercial and sport fisheries,
several of which are on the verge of extinction. In addition, the estuary and its wa-
tershed support considerable acreage of managed wetland habitat for waterfowl that
provides a large recreational hunting base. Simultaneously, the Bay-Delta Estuary
serves as the primary water supply conveyance system for a massive agricultural
economy and millions of municipal and industrial consumers. The conflict between
these competing uses has produced significant environmental problems, which have
in turn stalled efforts to improve water supply reliability for all interested parties.
Thus, restoration of the ecological health of the Bay-Delta Estuary and its water-
shed is the foundation of all efforts to improve water quality and supply reliability.
Similarly, the future viability of commercial and sport fishing on the West Coast
is dependent upon solving these complex ecological problems.

The Estuary and its watershed also have important implications for other West-
ern states. For example, this region provides critical nesting and wintering habitat
for migratory waterfowl whose seasonal migrations along the Pacific Flyway reach
from northern Alaska to the tip of South America. Moreover, a restored salmon fish-
ery in California could benefit fisheries along much of the Pacific Coast and de-
crease the likelihood of additional listings under the Endangered Species Act (ESA).
It must also be recognized that water systems in the Western U.S. are highly inter-
related. For example, because Bay-Delta ecosystem restoration will help bring long-
term stability and security to California’s statewide water system, the Administra-
tion’s funding request is of substantial importance to other Colorado River Basin
states and interests as well as the Republic of Mexico.

THE CALFED BAY DELTA PROGRAM IS THE CULMINATION OF YEARS OF
EFFORT

The problems facing the Bay-Delta Estuary and its watershed have proven intrac-
table for many years, due not only to the conflicts in the system, but also to the
vast array of overlapping and often conflicting mandates of various federal and state
agencies. In an historic effort to end the impasse, the federal government and the
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state of California have entered into a joint venture to craft a long-term Bay-Delta
solution that equitably addresses water problems in four key and inter-related
areas: water supply reliability, water quality, ecosystem health, and levee system
vulnerability. This venture includes all of the necessary federal and state agencies
operating under a framework agreement and is referred to as ‘‘the CALFED Bay-
Delta Program.’’

A joint Bay-Delta program staff has been put into place and has been given re-
sponsibility for developing the programmatic solutions. This effort has been under-
way for approximately 18 months. A central tenet of the program is the necessity
for, and reliance upon, substantial and substantive input from stakeholders and
other members of the general public. The Bay-Delta Program staff have established
an extensive system of workshops and technical teams for developing concepts and
solutions with the aid of those who work most closely with the systems at issue.
Conservation groups, fishermen, urban and agricultural water users, waterfowl as-
sociations, the business community and others are actively involved in the solutions
process along with the CALFED agencies and the Bay-Delta Program staff.

IMMEDIATE SPENDING ON ECOSYSTEM RESTORATION IS A PRIORITY
FOR ALL CONCERNED

Although the CALFED program requires all parts of the long-term solution to
move forward together, the CALFED agencies and stakeholder interests have recog-
nized an immediate need to begin implementation of the ecosystem restoration ele-
ment. The California Bay-Delta Water Coalition strongly endorses this policy for
several reasons.

First, the ecosystem restoration element of the CALFED program is designed to
serve as the foundation for all of the other program elements, because immediate
restoration of the ecosystem is necessary to achieve long-term water supply reli-
ability and water quality benefits.

Thus, while the CALFED agencies are developing several alternative long-term
solutions, an aggressive ecosystem restoration program will be common to all of the
alternatives.

Second, the federal funds will be used to fund an array of projects and programs
that can be undertaken now and will result in immediate ecological benefit. Other
projects need to go forward now due to the considerable lead time necessary to
produce species and habitat benefits. Given that the ecological systems are complex,
an adaptive management approach—one that allows for modification over time in
response to new information—is essential.

Thus, there is a strong interest among all parties in providing early support for
those restoration activities that are either (1) most likely to provide substantial eco-
logical benefits or (2) will supply information that will guide future management
and restoration activities. It is also widely accepted that restoration actions will in
most cases require substantially greater time to result in either tangible benefits
or meaningful new information than other elements of the CALFED program.

CALIFORNIA BAY-DELTA WATER COALITION: A KEY ROLE FOR
STAKEHOLDERS

In recognition of the urgent need to lay this all important foundation, the Coali-
tion came together during the summer of 1996 to develop and support an historic
state bond measure, Proposition 204, the ‘‘Safe, Clean, Reliable Water Supply Act
of 1996.’’ Proposition 204 is a $995 million general obligation water bond containing
approximately $600 million for Bay-Delta ecosystem restoration efforts. Of this, $60
million is immediately available for ecosystem restoration activities as part of a pro-
gram referred to as ‘‘Category III,’’ and $93 million is immediately available to fund
the state’s share of Central Valley Project Improvement Act (CVPIA) implementa-
tion costs. (Several other sections of the measure also provide immediate funding
for related restoration efforts.) Proposition 204 also created a $390 million fund as
the State’s initial contribution to the final CALFED ecosystem restoration program.
This fund will not be available until the entire CALFED program has been finalized,
some time within the next two years. The measure passed with 63% voter approval,
a clear indication of very high levels of state support for improvement of the Bay-
Delta Estuary and its watershed and improvements to the water supply system.

The Coalition was also instrumental in building support for H.R. 4126, the Cali-
fornia Bay-Delta Environmental Enhancement and Water Security Act (the ‘‘Bay-
Delta Act’’), a new authorization of matching federal funds to support the initial eco-
system restoration elements of the CALFED Bay-Delta Program. H.R. 4126 was en-
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acted as Title XI of P.L. 104-333, the Omnibus Parks and Public Lands Manage-
ment Act. An unprecedented level of bipartisan support (48 members of the Cali-
fornia delegation co-sponsored the measure), as well as the support of the Clinton
and Wilson Administrations, led to quick action in the 104th Congress. The Bay-
Delta Act, drafted with Proposition 204 in mind, authorizes the ‘‘initial’’ federal
share of both immediate Category III funding and the more comprehensive Bay-
Delta ecosystem element. These federal funds will be used in conjunction with exist-
ing CVPIA and other restoration programs to support an array of urgently needed
ecological improvements including, but not limited to:

*Restoration of tidal, shallow water, riparian, instream, wetland, and other habi-
tats;

*Improved fish protection and management;
*Protection and enhancement of existing habitat;
*Expanded wetlands protection program;
*Improved ecosystem water quality to support aquatic resources;
*Improved habitat management;
*Improved management of introduced species;
*Identification and addressing of other limiting factors that have impaired eco-

system recovery.

DOI FY ’98 BUDGET REQUEST IS APPROPRIATE AND NECESSARY

Consistent with the Bay-Delta Act, the Administration included $143.3 million as
the first installment of the federal funds for ecosystem restoration activities being
developed by the CALFED agencies for FY 1998. In addition, the Administration
has committed to funding the remaining amounts, $143.3 million in each of FY ’99
and FY ’00. The budget authority of $143.3 million is included within the Bureau
of Reclamation budget. As implementation occurs, it is anticipated that funds will
also be transferred to other federal agencies participating in the CALFED Bay-Delta
Program. The Coalition strongly supports this ‘‘one-stop’’ federal line item as an effi-
cient and streamlined approach to funding the interim CALFED ecosystem restora-
tion program.

The CALFED Bay-Delta program is unique. A major initiative to coordinate the
legal mandates and spending of at least seven federal agencies, its decisions will af-
fect a huge watershed and millions of water customers. It is also a partnership with
a number of state agencies and coordinates closely with an independent stakeholder
funding program. The Coalition strongly supports CALFED’s role in such planning
and spending efforts, as it is the only means to assure programmatic results that
will satisfy all interests. Fragmenting the federal appropriation among the various
federal agencies would undermine this critical goal and weaken the coordination al-
ready underway.

THE ECOSYSTEM ROUNDTABLE PROCESS PROVIDES FOR CRITICAL
STAKEHOLDER INPUT

In order to establish near-term spending priorities for ecosystem activities and to
coordinate state, federal, and associated expenditures, the CALFED agencies have
created a Restoration Coordination Program which receives stakeholder input from
the Ecosystem Roundtable. The Ecosystem Roundtable is a balanced group rep-
resenting the various interests involved in Bay-Delta issues and its mission is to
help CALFED with near-term project selection for Bay-Delta ecosystem restoration
and coordination with other ongoing programs such as the CVPIA. The Roundtable
was appointed under the Federal Advisory Committees Act (FACA) and the state
equivalent to this statute.

The CALFED agencies and the Ecosystem Roundtable are using an objective, sci-
entifically-based process to identify near-term priorities and fund actions to address
those priorities. This process was developed based on the past experiences in admin-
istering the Category III program and the CVPIA Restoration Fund, and features
extensive coordination with the CVPIA. It is a process that allows flexibility to re-
spond to changing circumstances, to address local interests, and to learn from pre-
vious restoration actions.

Both Proposition 204 and the Bay-Delta Act anticipate that the Ecosystem Round-
table structure will serve as the primary decision forum for funds made available
under these authorities, until a more permanent entity is developed by CALFED to
take on this role.

The Coalition strongly supports the Ecosystem Roundtable process, not only as a
rational and logical method of coordinating overlapping agency programs and spend-
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ing, but as the most effective method for bringing meaningful stakeholder involve-
ment—and buy-in—to a problem that has vexed California and many other western
states for decades.

STATE & LOCAL COST-SHARING HAS ALREADY BEEN COMMITTED

The Coalition supports the use of matching funds for both interim and long-term
ecosystem restoration efforts. As part of the 1994 Bay-Delta Accord, the stake-
holders, together with the state and federal signatories, committed to funding a va-
riety of restoration projects. Water users jump-started these efforts by providing an
initial $22 million as seed money for immediate implementation of such projects
(commonly called Category III). Another $10 million will he contributed this year.
These funds have already been matched by approximately $7 million in local and
private cost-share funds and are over and above user contributions to other on-going
Bay-Delta restoration programs, including nearly $120 million contributed to the
CVPIA Restoration Fund since 1992. In addition, as discussed in some detail above,
the State of California is now committed to providing approximately $600 million
through Proposition 204 for Bay-Delta ecosystem restoration purposes. Of this
amount, more than $200 million is available immediately—prior to the completion
of CALFED’s long-term plan—as are all associated local, user, and stakeholder-con-
tributed funds.

Consistent with these state and stakeholder commitments, Congress authorized,
and the President has requested, funding to support the federal share of the Cat-
egory III program and related restoration efforts in recognition of the significance
of these immediate needs to the overall success of the CALFED Bay-Delta program.
The Coalition believes it is critical that all of the parties to this process—federal,
state, local and stakeholder interests—contribute financially to the CALFED Bay-
Delta Program, and that full funding in support of the Administration’s ecosystem
restoration funding request is a crucial step in this regard.

Substantial state and stakeholder funds are already committed for the federal
1998 fiscal year regardless of whether matching federal funds are appropriated for
that period. Thus, a formal cost-sharing agreement is not necessary to ensure that
any federal appropriation is matched in FY ’98. Nevertheless, the Coalition recog-
nizes the general policy of the federal agencies to provide funding pursuant to cost-
sharing agreements. Therefore, the Coalition supports the execution of an interim
cost-sharing agreement for FY 1998 that facilitates the expenditure of all funds ap-
propriated for the ecosystem restoration element of the CALFED Bay-Delta Pro-
gram for the FY 1998 funding cycle.

CONCLUSION

The CALFED Bay-Delta Program is bringing state, federal, local and stakeholder
interests together in an open and public process to make joint decisions about how
to implement ecosystem restoration programs and monitor progress in order to en-
sure overall success. The CALFED Program has broad responsibility to plan and co-
ordinate a comprehensive, long-term solution to restore the estuary and improve the
reliability and quality of Bay-Delta water supplies. It is vital that restoration activi-
ties begin now.

Species throughout the Bay-Delta watershed continue to face a host of problems
in some cases so severe that they remain candidates for listing under the ESA. Re-
covery efforts cannot begin without adequate funding. Many projects and programs
have already been planned and are ready for implementation. Funding commit-
ments are needed to move restoration activities forward.

Restoring California’s Bay-Delta ecosystem is critical to the long-term environ-
mental and economic health of the West and the United States as a whole. Federal
support to match California’s commitment to restoring the Bay-Delta ecosystem will
help safeguard this national treasure for future generations and serve as a model
for other regions in the area of ecosystem protection and restoration.

EXHIBIT A

California Bay-Delta Water Coalition Participants:
•Alameda County Water District
•Association of California Water Agencies
•California Urban Water Agencies
•California Waterfowl Association
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•Calleguas Municipal Water District
•Central Basin Municipal Water District
•Central Coast Water Authority
•Central Valley Project Water Association
•Coachella Valley Water District
•Contra Costa Water District
•East Bay Municipal Utilities District
•Environmental Defense Fund
•Friant Water Users Authority
•Kern County Water Agency
•Long Beach Water Department
•Los Angeles Department of Water and Power
•Metropolitan Water District of Southern California
•Modesto Irrigation District
•Municipal Water District of Orange County
•Natural Heritage Institute
•Northern California Water Association
•San Diego County Water Authority
•San Francisco City and County Water Department
•San Joaquin River Exchange Contractors Water Authority
•San Luis & Delta-Mendota Water Authority
•Santa Clara Valley Water District
•Stockton East Water District
•The Nature Conservancy
•Tulare Lake Basin Water Storage District
•Turlock Irrigation District
•West Basin Municipal Water District
•Westlands Water District

TESTIMONY OF SUNNE WRIGHT MCPEAK, PRESIDENT AND CEO, BAY AREA COUNCIL

Mr. Chairman, members of the Subcommittee on Water and Power Resources, I
am Sunne Wright McPeak, President and CEO of the Bay Area Council, a business-
sponsored, CEO-led organization representing major employers throughout the nine-
county Bay Area region of Northern California. The Bay Area Council, established
more than 50 years ago, works to develop progressive regional public policies that
promotes economic prosperity and environmental quality. The Bay Area Council is
rooted in the entrepreneurial spirit with great respect for public leadership, such
as you provide for the nation on a daily basis. Additionally, I serve as Vice-Chair
of the Bay Delta Advisory Council which provides on-going advice to the CALFED
Bay Delta Program. I am pleased to appear before you today to provide input from
the Bay Area business community as well as a statewide business perspective with
regard to the CALFED process.

Before I begin, I would like to provide one piece of historical context. In the late
1970’s and early 1980’s I chaired a group called the Committee for Water Policy
Consensus, based in Contra Costa County, where I was then an elected Supervisor.
One of the key concepts that I and my colleagues advocated was the notion that
California should have ‘‘policy before plumbing.’’ We strongly believed that before
major projects were undertaken, comprehensive technical impact analyses should be
carried out and policy debates undertaken, regarding the allocation or reallocation
of our State’s finite water resources in order to ensure the ultimate successful oper-
ation of the Federal and State water systems. At that time, the water community
in general, and many of the constituencies involved, were concerned that such dis-
cussions would delay critically needed projects supported in various interest groups.
However, in the absence of such comprehensive analyses and appropriate policies,
agreements between parties on significant programs and projects were not forth-
coming, resulting in political gridlock. Consequently, no major activities to either
improve the ecosystem quality or improve water supply reliability were reached
until the historic Bay Delta Accord of 1994.

Thus, I and many others are heartened by the fact that the CALFED process does
in fact represent an effort to put ‘‘policy before plumbing.’’ This is a major accom-
plishment, and one that is clearly bearing fruit.

From a business perspective, the CALFED process represents a critical component
of California’s infrastructure development for the 21st century. Like the highway
system, whether it be roads or information, and the power grid, California’s water
supply infrastructure contributes to our continuing prosperity and helps ensure that
the 7th largest economy in the world will continue to make its substantial contribu-
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tion to the overall health of our national economy. As we all know, water is largely
taken for granted except during the time of drought or flood. But the ramifications
of not guaranteeing that the Bay Delta system continues to function in the future
as both ecosystem and water supply hub are severe for California and the United
States as a whole.

From the rugged Sierra foothills, to the fields of the Central Valley, to the Los
Angels basin, to San Diego, and back to the Silicon Valley, a secure, reliable supply
of high quality water cannot by overvalued. We in the business community regard
the CALFED process as the only immediate opportunity to achieve a secure, reli-
able, and quality water supply for the jobs and the economy. We are committed to
helping to resolve the water disputes that confront us, and we are committed to the
CALFED effort as the venue to do so. Time is of the essence and we cannot let the
CALFED process be derailed at the critical juncture.

The business community has not always been centrally involved in the water de-
bate. In the past few years, however, the business community has begun to play a
much more key role in the water policy debates in the state and we will continue
to do so. As Mr. Perciasepe mentioned in his remarks, corporate CEO’s across the
state, major financial institutions such as Standard & Poor’s, and organizations
such as the Bay Area Council care deeply about the fate of California’s water re-
source and understand the need to resolve the policy debates now. It is also impor-
tant to note that the ‘‘business community’’ is not only comprised of the board rooms
and shareholders; it is, ultimately, the employees and their families as well. Indeed,
it is the people of California.

Future economic prosperity in California, which is an economic engine for the na-
tion, and is dependent upon the water supply from the Delta. Contributing to that
quality of life, and the ecological well being of the Bay-Delta system, must be re-
stored in order to ensure stability in that supply. Environmental vitality, along with
our economic vitality combine to make California unique and uniquely attractive to
business and employees.

If we lose either our water supply reliability or our environmental quality, busi-
nesses will be less likely to stay, expand or locate here. Failure to follow through
on the CALFED process will impair economic progress for the nation as well as
California.

I am confident that the CALFED process will succeed in meeting these twin de-
mands of water supply reliability for economic vitality and ecosystem restoration for
environmental quality. And I am honored to serve as Vice-Chair of the Bay-Delta
Advisory Council, contributing to this important process.

The role of the Bay-Delta Advisory Council is to provide advice to the CALFED
Bay-Delta Program regarding its development of alternative comprehensive solu-
tions to environmental and water management problems associated with the Bay-
Delta system. We are also to provide policy advice on issues not necessarily included
as a project in a solution alternative but that will need to be resolved before imple-
mentation can succeed, such as assurances that the program will be implemented
tomorrow as it is designed today, and so on.

The CALFED process has listened to the advice of the BDAC, has responded and
incorporated appropriate suggestions for improvement appropriately and is success-
fully meeting an extremely tight time line. All to its great credit. I look forward to
an even more pronounced BDAC role as the alternatives are refined further.

With respect to the need for the funding currently requested in the President’s
budget, I cannot stress enough that the need is real, it is needed in FY ’98, and
it is imperative that it be forthcoming to evidence the federal government’s acknowl-
edgment that California’s economic engine, if slowed or stopped, has an impact on
the nation’s economic well being. Furthermore, there is a federal responsibility to
contribute to the ecosystem restoration effort both because the Delta is an ecological
treasure of international significance and a wintering location for waterfowl along
the Pacific Flyway, for which the United States has some treaty obligations.

Finally, with regard to the Ecosystem Roundtable process for recommending dis-
bursements of state and federal funds for ecosystem restoration to the CALFED
agencies, I am very comfortable that it is a workable, fair and practical process. It
is open, has stakeholder involvement, and agency participation. It is developing cri-
teria for early implementation project selection and will recommend priorities for
near-term ecosystem restoration actions to the CALFED agencies.

Ultimately, the CALFED process has been and continues to be a success worthy
of your Committee’s support. It is an example of agency coordination, stakeholder
participation and state and federal cooperation that is almost unprecedented. Fi-
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nally, the most important fact to remember about CALFED is that it’s working. In
business, success speaks for itself.

STATEMENT OF RICHARD K. GOLB, EXECUTIVE DIRECTOR, NORTHERN CALIFORNIA
WATER ASSOCIATION

Mr. Chairman, members of the Subcommittee, my name is Richard Golb, I am the
Executive Director of the Northern California Water Association (NCWA). NCWA is
a non-profit organization that represents 51 agricultural water suppliers that collec-
tively irrigate 750,000 acres of farmland in the Sacramento Valley.

I appreciate the opportunity to testify on the status of the CALFED Bay-Delta
Program from the perspective of California’s agricultural water users, as well as on
the role of the Ecosystem Roundtable, and the importance of the President’s fiscal
year 1998 budget request for the CALFED Bay-Delta Program.

California’s agricultural water interests, including NCWA, have worked diligently
to resolve the chronic water supply and environmental problems that have plagued
the Sacramento-San Joaquin Delta and San Francisco Bay (Bay-Delta). NCWA par-
ticipated in the development of the 1994 Bay-Delta Accord, the development of Cali-
fornia ballot Proposition 204, and the CALFED Bay-Delta Program. NCWA’s Chair-
man Tib Belza, and Vice-Chairman Don Bransford, both serve on the Bay-Delta Ad-
visory Council, along with environmental, urban, business and other agricultural in-
terests from throughout California. I also serve on the CALFED Ecosystem Round-
table.

THE STATUS OF CALFED BAY-DELTA PROGRAM—AN AGRICULTURAL
PERSPECTIVE

California’s agricultural water interests support the CALFED Bay-Delta Program
and its objective, which is to develop and implement a plan to restore water supplies
for California’s cities, businesses and farms, and to restore fish and wildlife habitat
in the Bay-Delta ecosystem. We also support the California Bay-Delta Water Coali-
tion, and the Coalition’s statement in support for full fiscal year 1998 federal funds
for CALFED’s short-term and long-term goals. Our support for the CALFED Bay-
Delta Program is consistent with Governor Pete Wilson’s 1992 water policy that ad-
vanced the principle that all of California’s interests must move forward together—
and that individual interests can not move ahead of the others.

Following this important theme, CALFED adopted a set of six solution principles
that agricultural interests, like NCWA, strongly support. The principles are in-
tended to guide CALFED’s selection of a final solution to ensure it is equitable to
all interests, that it does not result in redirected impacts to other regions or inter-
ests, and that it is a durable plan that will address California’s economic and envi-
ronmental needs. We believe the success of the CALFED Bay-Delta Program is im-
perative to ensure the long-term viability of California’s agricultural economy.

THE ECOSYSTEM RESTORATION ROUNDTABLE

The Ecosystem Roundtable is a 19-member subcommittee of the Bay-Delta Advi-
sory Council. The Roundtable, of which I am a member, is a representative work
group comprised of California’s environmental, agricultural, urban, fishing, con-
servation and power interests. Our mission is to assist CALFED staff in the evalua-
tion of a proposed three to five year workplan that will identify environmental res-
toration needs and specific projects to address these needs. The Roundtable will re-
view and recommend selected projects to the Bay-Delta Advisory Council for fund-
ing, and importantly, the Roundtable will also attempt to coordinate existing state
and federal restoration programs in the Bay-Delta ecosystem. Our current goal is
to provide recommendations on projects to the Bay-Delta Advisory Council this sum-
mer.

The Ecosystem Roundtable, thus far, is an accountable and balanced process.
Clearly established scientific criteria have been adopted to ensure the merit of res-
toration projects that may be eligible for funding consideration, and CALFED’s Solu-
tion Principles ensure that affected landowners are involved in project development

These restoration projects and programs will help CALFED meet two important
goals. First, they will improve fish and wildlife habitat in the Bay-Delta’s fragile
ecosystem. Second, in fulfilling this goal, the program will provide long-term water
supply certainty for California’s agricultural and business communities.
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THE PRESIDENT’S FISCAL YEAR 1998 BUDGET REQUEST

Congress, in 1996, passed the California Bay-Delta Enhancement and Water Se-
curity Act, authorizing $430 million for environmental restoration activities in the
Bay-Delta. Signed by President Clinton, and combined with California voters sup-
port for Proposition 204, this law authorized $143 million for each of the fiscal years
1998, 1999 and 2000. The first installment, President Clinton’s fiscal year 1998
budget request of $143 million, is included in the Department of Interior’s budget
for the Bureau of Reclamation. The President’s budget documents commit to re-
questing the additional authorized $143 million installments in fiscal years 1999
and 2000. The full appropriation of $430 million is critical to ensure that CALFED
successfully addresses California’s water supply and environmental problems.

Congressional support for the President’s request for $143 million will allow
CALFED to begin work on important long-term restoration projects that will provide
significant water supply reliability benefits for California’s agricultural and urban
needs. The funding also will ensure that restoration projects that currently have
state and federal approval, and a local cost-share, will not be delayed due to lack
of federal support or funds. For example, state and federal agencies have recently
encouraged water users on the San Joaquin and Sacramento rivers, and in the
Delta, to protect juvenile salmon by installing fish screens on their diversions. Many
agricultural water suppliers have initiated these projects and are now in the design
stages with construction possible this summer and next year, provided federal funds
are available through the CALFED Bay-Delta Program.

Overall, these projects, as well as other fish passage projects on tributary streams,
such as construction of fish ladders, will immediately benefit species of concern, in-
cluding the federally listed winter-run Chinook salmon, as well as the spring-run
Chinook salmon. At the same time, this funding ensures greater certainty for irriga-
tion supplies to area farmers, and increases the opportunities, under appropriate
circumstances, for water transfers.

Thank you again for the opportunity to provide testimony before the Sub-
committee. I would be pleased to answer any questions you may have at this time.

TESTIMONY OF MR. W. ASHLEY PAYNE, ASHLEY PAYNE FARMS

Mr. Chairman, Members of the Committee, my name is Ashley Payne. I am a
farmer and I reside in Yolo County, California. My family farms about 8,000 acres
in Yolo and Sutter Counties, and we grow primarily rice, tomatoes, wheat, safflower,
corn and alfalfa.

Iappreciate the opportunity to testify today before your subcommittee, particularly
from the perspective of a landowner who has property in the CALFED habitat ac-
quisitions target area. I want to stress from the outset that my experience in deal-
ing with the federal government on a major land acquisition in the Delta may be
unique. My involvement with the federal land acquisition process has been with the
U.S. Army Corps of Engineers, and the Corps’ efforts to acquire Little Holland
Tract, an island in the delta that my brother, William, and I own. This is not nec-
essarily the experience that other landowners, who plan to participate in the
CALFED land acquisition process, will have. But it does provide, I believe, some les-
sons from which the CALFED land acquisition program can benefit.

First, a little background on the property in question. Little Holland Tract is a
1,630 acre island that borders the Sacramento Deepwater Ship Channel in south-
eastern Yolo County. The island forms part of the funnel through which water
moves from the Yolo Bypass, a massive feature of the Sacramento River Flood Con-
trol Project, to the Sacramento-San Joaquin Delta and the San Francisco Bay. In
essence, Little Holland Tract, along with Liberty Island to the west, serves as the
cork at the end of the Yolo Bypass.

In 1981, my brother and I sold the island to a Spanish farming operation. In De-
cember 1983, after a small portion of the levees that protected the island were
breached and the Spanish firm was unable to secure financing to repair the levees,
the property reverted back to my brother and I.

In October of 1991, my brother and I entered into an agreement with the Cali-
fornia Department of Water Resources (DWR) for the sale of water from Little Hol-
land Tract. The property has senior appropriative water rights that permit the di-
version of up to 1,450 acre feet of water per year. Part of the agreement with DWR
included a payment from DWR of $75,950 to pay for the cost of repairing the
breached levees, de-flooding the island and releasing the flood water from the island
to the Delta, making it available for the 1991 Emergency Drought Water Bank.
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On February 12, 1992, the Corps of Engineers issued a ‘‘cease and desist’’ letter
to my brother and I, claiming that we had restored the levees without the necessary
Section 404 permits. The Corps rejected our position that repair of the levees was
subject to Nationwide Permit 3. After months of unsuccessful negotiations, the
Corps forced my brother and I to breach the repaired levees and inundate the is-
land. The Corps subsequently denied our after-the-fact section 404 application and
to date we have not been able to farm our property. Today, it remains partially
flooded and subject to tidal influences.

Given the position of the Corps, we sought and received the help of our Congress-
man, Vic Fazio, in an effort to win passage of legislation directing the Corps to ac-
quire Little Holland Tract and providing the Corps with the necessary funds to
carry out the acquisition. The first funds to acquire the property were appropriated
in fiscal year 1995. In fiscal year 1996, Congress provided the balance of the funding
as well as the statutory direction to acquire the property. The only condition that
had to be met under the legislation was that the Assistant Secretary of the Army
for Civil Works had to make a determination that the acquisition was in the federal
interest. In January 1996, the Corps made that determination, citing the enormous
environmental benefits of maintaining the property in a flooded state and directed
that the island be acquired.

Today, however, it appears that we are still a long way from final acquisition of
the property by the Corps. The Corps has appraised the property and offered my
brother and me, $735,000 for the island. This is far less than the fair market value
of the property. In 1984, the island appraised at $1,800,000. In 1992, a private ap-
praisal that I commissioned during some discussions with The Nature Conservancy,
valued the property at $2,500,000. In 1995, the Congress made up to $3,300,000
available for the acquisition. And, in 1996, the Corps’ reconnaissance study on the
property valued the property at $2,900,000, if it were still farmable.

A couple of reasons for the low appraisal have emerged. First, federal appraisal
standards preclude the use of anything but private-to-private sales when selecting
comparables to determine the fair market value of a parcel. Federal appraisal guide-
lines do not permit the use of transactions that involve a non-profit, like The Nature
Conservancy or Trust for Public Lands, for example. Nor do they allow the use of
real estate transactions that involved another level of government, such as the State
of California, which has made significant acquisitions in the Delta.

Second, the Corps is not very sophisticated in its understanding of the value of
water rights. During our recent discussions with the Corps, representatives of the
agency acknowledged that the Corps had not assigned any value whatsoever to the
appropriative water rights associated with Little Holland Tract. It is a transferable
water right. It is a senior water right. I have requested and been granted the right
to move the point of diversion for that water right twice since my brother and I re-
possessed the property. Yet, the Corps assigned no value to the appropriative water
right tied to the property.

Senior appropriative water rights similar to those associated with Little Holland
Tract have sold recently for $1,500 per acre foot. That would place the value of the
water rights alone at $2,200,000. But the Corps, until just recently, has refused to
investigate the value of the water rights or whether the Corps or any other federal
agency would have any use for them. During a meeting two weeks ago, my attorney
asked a representative of the Corps’ real estate division if anyone from the Corps
had bothered to talk to the Bureau of Reclamation about the value of the water
rights. He also asked if the Corps had bothered to determine if the Bureau or any
other agency within the Department of the Interior might have an interest in the
acquisition of the water rights from Little Holland Tract. The answer he received
from the Corps was, ‘‘No.’’

Third, the Corps’ real estate division seems to operate in somewhat of a policy
vacuum. For example, and, again, this focuses on the water rights issue, the Corps
real estate division has maintained that the Corps does not want the water rights
from the property, even if they have some value. We recently asked the Corps’ rep-
resentatives to the CALFED process if, from their perspective, the Corps would have
an interest in acquiring the water rights from Little Holland. The answer was an
unqualified, ‘‘yes,’’ but the real estate division of the same agency had never solic-
ited the views of their colleagues, who reside just a few floors away in the same
building.

Finally, the Corps tends to be very cautious in the values it assigns to wetlands
and the environmental resource benefits of the property. The environmental benefits
of maintaining and enhancing wetlands at Little Holland Tract are well docu-
mented. The Corps has done an entire reconnaissance study on the value of the wet-
lands and wildlife habitat at Little Holland. According to the U.S. Fish and Wildlife
Service, ‘‘The property is clearly valuable wetland habitat.’’ This is the same tidal
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marshland that has been nearly wiped out in the delta and that CALFED is trying
to restore. Little Holland Tract supports migrant and resident waterfowl as well as
shorebirds. In a flooded state, the island provides valuable habitat for the listed
Delta smelt and winter-run chinook salmon. And, the island also provides habitat
for the listed giant garter snake. Despite these high wetland and wildlife values,
the appraisers that I have consulted suggest that the Corps has significantly under-
priced the value of this habitat and has not adequately distinguished between wet-
land habitat of varying quality. Instead, the Corps appears to value all inundated
land equally regardless of the quality of the habitat.

As you can imagine this has been a very frustrating experience. Here we have
a prime piece of property from a wetlands and wildlife perspective, the Congress has
instructed the Corps to acquire the property, including the water rights, and the
funds have been appropriated. Yet, fifteen months after the Corps confirmed that
the acquisition was in the federal interest and directed that the property be ac-
quired, the sale has still not closed.

Land acquisitions, like Little Holland Tract, don’t occur in a vacuum in the Val-
ley. The landowners in the region know the tough time that we have had dealing
with the Corps of Engineers. The fact that I am dealing with the Corps of Engineers
and that land acquisitions under CALFED will probably occur through the Bureau
of Reclamation or USFWS, is often lost on my neighbors. All they know is that the
federal government has acted with a heavy hand in dealing with the acquisition of
Little Holland Tract. They see delays and low appraisals. And, that is not the kind
of environment that encourages the kind of willing buyer-willing seller market that
will be needed for the CALFED land acquisition to be successful.

Again, my situation may be unique. Part of the solution to my specific situation
may be to work more closely with the Department of the Interior. We have had in-
formal discussions with the Bureau of Reclamation’s Mid-Pacific Region about work-
ing with the Corps of Engineers to facilitate the acquisition of Little Holland Tract.
One proposal calls for the property to be deeded to the Department of the Interior.
The Bureau of Reclamation would assume responsibility for the water right under
California water law. It could dedicate the water to instream flows or some other
need of the agency. The U.S. Fish and Wildlife Service, for its part, would take re-
sponsibility for managing the island as part of one of the wildlife refuges in the
area. We are pursuing this option.

To summarize, there are four key lessons out of the Little Holland Tract experi-
ence that may be relevant to the Committee:

(1) First and foremost, it is important which agencies are given responsibility for
carrying out the land acquisition program. Certainly, the Corps of Engineers should
not have a role in this part of the CALFED program. They lack the expertise, and,
in particular, they lack any knowledge of water rights, which is going to be a key
component of the fair market value of any property acquired as part of the CALFED
land acquisition program. In my view, the Bureau of Reclamation should have the
lead in this process. They have a better understanding of the value of water rights
and landowners are used to dealing with them.

(2) There must be clear lines of communication between the real estate divisions
of the various agencies that operate in the Valley and the Delta and the federal offi-
cials involved in the CALFED process. While it is clear that the CALFED process
is still in its infancy, it should be clear by now to all federal officials involved in
land acquisitions in the region that CALFED has set a high priority on acquiring
prime wetlands and wildlife habitat and water rights for environmental purposes.
It should not be the responsibility of the landowner to build these lines of commu-
nication or educate these federal officials.

(3) A concerted effort must be made to ensure that the federal government is able
to quickly and efficiently determine the fair market value of property, particularly
those properties that have prime wetlands and wildlife values, and then complete
the transaction in a timely manner. The capacity to act quickly will vastly improve
the willing seller opportunities in CALFED’s habitat acquisition program. Most
landowners do not have the perseverance that I do to stay with a process like this.
Most would never step forward to participate in a program of land acquisition un-
less they were convinced that they would be treated fairly. The near-term success
of the CALFED land acquisition program hinges on shortening the learning curve
and having some early, painless land acquisition successes.

(4) Federal appraisal standards should be modified to allow the use of sales in-
volving non-profit organizations and governmental agencies. The Delta and the is-
lands within the Delta are very unique and the primary sales of late involve either
non-profit organizations or governmental agencies. Automatic exclusion of these re-
cent sales results in appraisals that do not reflect the current value of the land and
water rights.
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