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Introduction

As the Little Hoover Commission evaluates Califarsiwater governance structure and
forms recommendations for improving coordinatidficeency, transparency, and
accountability, it will be valuable to consider tlode of Integrated Regional Water
Management (IRWM). IRWM is the application of bdea Integrated Water
Management principles on a regional basis. IRWtdgrates local agency responses to
regional resource management issues and facilicatepliance with State laws and
policies. Over the past decade, IRWM efforts hawveerged across California as some
local governments and agencies sought a path fdrimam long, debilitating law suits
and many others responded to financial incentiviesexl by the State. As a
consequence, many local governments and ageneiegaking more closely on a
regional basis and better integrating their ressunanagement decisions. This typically
results in both more efficient and sustainable watanagement plans and better
representation and transparency in water manageteergions.

IRWM can also serve as a framework for better coatthg State laws and policies. As
State agencies with water management authorityesmbnsibility work together to
develop and refine IRWM guidelines and review IRVMns, they must jointly consider
potential conflicts and develop priorities in implenting those laws and policies. State
agencies are motivated to work collaboratively RiMM guidelines, because access to
State funding can provide strong incentive for l@gencies to comply with State laws
and policies. Moreover, issuing State financiagistance through a coordinated IRWM
program -- as opposed to many single purpose gragtams -- provides a single point
of coordination for both local and state agencies alows flexibility in using funding

for the highest regional priorities.

Specific Responses to Questions from the Commission

Question: Is the approach of integrated water mamsgent the only model available to
address a statewide systematic management of Qalids water resources?

Response: In its broadest sense, Integrated Wateagement is a philosophy and
process of coordinating the management of wated, #éand related resources, with the
goal of maximizing economic and social welfare whitaintaining the sustainability of
vital ecosystems. In practice, Integrated Watendgment involves coordinating laws,
policies, and investment decisions that affectdéneelopment and management of water
supplies, water demand, water quality, flood mansaye, and protecting and enhancing



the environment. Promoting Integrated Water Mansege principles should be in the
forefront when considering changes to governandeatifornia’s water resources.

The California Water Plan identifies two key iniiiees for advancing management of
California’s water resources:

» Promote Integrated Regional Water Management tblemagions to implement
strategies appropriate for their own needs and thelm become more self-
sufficient.

* Improve statewide water management systems togeder upgrades to the
large physical facilities, such as the State WRteject, and statewide
management programs essential to the Californiacug.

It is important to understand that while issuesceoning statewide water management
systems most often receive the most statewidetattefe.g. management of the State
Water Project and Central Valley Project in lightloought and decline of the
Sacramento — San Joaquin Delta), the majority dfdZaia’s water management
investments are made at the local and regional. lgvieile my testimony today focuses
on improving and better aligning regional water agament with State laws and
policies, Integrated Water Management principlesughapply to both regional water
management and the management of statewide watensy.

IRWM leads local governments and agencies to wagkther on a regional basis to
define water resources management objectives amidties; integrate infrastructure and
other assets to improve efficiency of investmedéselop a diverse portfolio of water
management programs, projects and managementdoooiprove water supply
reliability and sustainability; and to improve @ibration with diverse interest groups
and stakeholders. As the practice of IRWM matustate agencies should leverage this
regional collaboration by working together to deyeand refine guidelines that set
minimum requirements and competitive criteria RWM plans. State IRWM
guidelines should seek to integrate all applic&tte laws and policies, both to provide
a single point of information for local governmeatsd agencies and to focus State
financial incentives on compliance with those lamsgl policies.

This approach can improve the functionality of éxésting State governance structure;
however, a key to success is that all applicatd¢eStgencies must have the necessary
staff resources to participate in the collaboragix@cess. As State budgets become
leaner, coordination efforts must often be saadi favor of complying with the core
mission of any given agency, or even the core wssf individual programs within
agencies.

As the Commission considers changes to the Stasdsr governance structure,
providing additional resources and incentives fiat&agencies to participate in
developing and refining IRWM guidelines and reviegPiRWM plans should be a
consideration. One path towards improving thigipigation would be to, over time,
integrate more State financial assistance progwithsthe IRWM process. This could
take the form of moving more State funding fromgserpurpose grant and loan programs



into the IRWM fund, or requiring local proposals fatate funding from those single
purpose grant funds to be consistent with an adogtel approved IRWM plan.

Question: How could DWR create incentives to encage greater participation
regionally of municipalities, agriculture and indusial interests within the integrated
water management program?

Response: Most regions across California are estgeglRWM planning and DWR is
encouraged by the level of interest and respontgettRWM program. To continue to
advance regional participation in the program, Dg#Ruld:

» Continue to work with other State agencies and eragee their participation in
developing IRWM guidelines and reviewing IRWM plarBroader incorporation
of State laws and policies will provide additiomatentive for regional
participation.

» As funds are available, provide financial assistataclocal agencies to improve
their plans and, particularly in economically digadtaged areas, provide
capacity to engage in the planning process. Pedadilitation services to local
agencies when requested.

» Attempt to clarify minimum levels of outreach anatficipation in IRWM plans.
Because all regions are unique, this is best aclisingol by State agency staff
being available for at least a minimum level ofatvation and participation in
regional planning processes to assure adequatboddition of regional interests
is occurring.

* Provide clear, consistent guidelines for regioreledopment of IRWM plans and
State agency review of those plans. Requirement&RkiVM plans must evolve
over time, but changes to guidelines must only bderafter deliberative,
transparent public processes. State agenciesprastie sufficient lead time and
possible cost sharing for making improvements /MR plans necessary to meet
the new guidelines.

* Provide adequate and consistent incentive throRgWN implementation grants.
Funding cycles must occur often enough to maintaamentum of regional
planning processes. Over the long term, identifyrconsistent source of
funding for IRWM grants to replace general obligatbond funding will likely
be necessary.

If the State Water Project were separated from D@&/R, what would the remaining
programs within DWR look like and how could theyration more effectively?

There is already significant separation within D\WiRState Water Project functions and
other water resources management functions. SWiksfare budgeted and accounted for
separately from other sources of funding. Openadiod Maintenance of the SWP is the
responsibility of a distinct division within DWREnvironmental and engineering

services for the SWP also are managed in distiniidns within DWR, and those
divisions also provide these specialty servicesther programs in DWR.

The primary functions remaining at DWR, absent nganagent of the SWP, would
include:



» A statewide planning program, focused on resouata dollection and
management and updating of the California Waten.Pla

* Aregional water management program, focused owigirgy technical and
financial assistance to local agencies and impléimgithe IRWM program.

* A flood management program, focused on improvirdymaintaining Central
Valley flood management systems and providing st flood management
financial assistance,

» A Safety of Dams program, focused on maintainingoate safety of State
regulated dams.

» A variety of specific statutorily defined progranfiscused primarily on
improving management of California’s water resoariteough direct action and
by coordinating with and assisting federal and lacgncies.

The key concern for DWR, in the event managemetit@BSWP is moved to a different
agency, was described by Director Snow in hisrtestly to the Commission in June of
this year:

“The integration of the SWP within DWR currentlyoprdes for unique

cross-training functions in the water resourcesrexeging and scientific

fields. For example, a DWR employee may work onadrix-team style

project to integrate the purchase and managemenitigiation lands for

flood projects with lands set aside for SWP miligafpurposes to achieve

optimal swainson’s hawk habitat. On a project tikis, DWR is able to

easily draw upon a wide variety of intradepartmeexpertise from a

number of divisions.”

Removal of the SWP would diminish DWR’s organizatibstability. Currently, as new
programs and projects are implemented (e.g. impitatien of the $5 billion

FloodSAFE California program, following passagdobpositions 1E and 84 in 2006)
staff with appropriate expertise and qualificatioay move easily between divisions to
take on a higher priority assignment. As programs projects wind down, staff may be
incorporated into a variety of other ongoing, futhgheojects. With the current level of
inconsistency in funding for DWR programs, remosfadhe SWP could lead to instances
where qualified staff cannot be identified in aglgnmanner to carry out high priority
programs, or layoffs are necessary when prograrmhs en

These issues could be mitigated with improvementke State’s human resources
system that allow easier transfer of employeessadiepartments, and more efficient
examination and hiring of qualified candidates iState service. A consistent source of
State funding, to replace diminishing general fuadd inconsistent general obligation
bond funds, would also become even more vital faffwithout the SWP.

Would the separation of the State Water Project epthe source of revenue of the
remaining planning functions of DWR?

Response: The SWP contributes only a minor amoiuininding for DWR’s statewide
programs, and only when there is a direct benetihé SWP (e.g. water data collection
activities that assist in the management of the JV@eparation of the SWP from DWR



would not have major effect on available funding&oryout DWR’s broader mission of
managing California’s water resources. The bigggact, as described above, would be
the loss of cross training opportunities and thmeiished accessibility of staff to meet
changing needs as projects are initiated and cdetpte program priorities change.

Additional Background

Overview of Integrated Regional Water M anagement

Over the past decade, California has improvedntetstanding of the value of regional
planning and made significant steps in implementiRdyM. IRWM is a comprehensive
approach for determining the appropriate mix ofavaemand and supply management
options and water quality actions to provide loagtt, reliable water supplies for all uses
at lowest reasonable cost and with highest posbanefits for economic development,
environmental quality, and other societal objedivéRWM plans are developed on a
regional basis, considering watershed, jurisdieti@nd political boundaries; involve
multiple agencies, stakeholders, individuals, amaigs; and attempt to address the issues
and differing perspectives of all the entities itweal through mutually beneficial
solutions.

IRWM actions provide a broad variety of benefitgsluding meeting existing and future
water demands; improving the quality of water searand supplies; providing flexibility
to deal with extreme hydrological events, suchrasights and floods; and restoring and
enhancing ecosystems to help sustain our natigalirees.

History of IRWM

IRWM is an example of integrated resource plannivigch began in the late 1980s in
the electric power industry as a comprehensiveagmbr to resource management and
planning. When applied to water management, intedrgesource planning is a systems
approach that explores the cause-and-effect rakdtips between different aspects of
water resource management, with an understandaigtianges in the management of
one aspect of water resources can affect othecauBe water resources are often not
confined to the boundaries of a single water mamage agency, a consensus-based,
cross-jurisdictional, regional approach provide®pportunity to formulate
comprehensive solutions to water resource issuttsnva region. The tools to formulate
these solutions include a range of water resoudr®agement strategies which relate to
water supply, water quality, water use efficienmgerational flexibility, and stewardship
of land and natural resources.

Previously, water management entities tended t&wath a narrow focus on their

service area and primary function, sometimes comgeigainst similar efforts to resolve
similar issues or advancing duplicative effortsMR® operates on the principle that each
stakeholder holds a piece of the water managenoéutian for their region and that the
best solutions require better communication ancetstdnding of regional issues than has
previously occurred.

To encourage local agencies to work cooperativelpanage local and imported water
supplies to improve the quality, quantity, andalkility of those supplies, the California



Water Code was amended by The Integrated Regioat¢iWlanagement Act of 2002
(SB 1672, Costa). While this act provided the atiti for IRWM plans, it gave little
guidance or incentive for IRWM planning or implerntegion.

In September 2008, the Integrated Regional Waterdgament Planning Act was
amended by the legislature and signed by the Goveffhe IRWM Act amends the
California Water Code and provides an updated génefinition of an IRWM plan as
well as guidance to State agencies as to what IRMdgram guidelines must contain.

Financial I ncentivesfor IRWM

With the passage of a number of water bonds oelait decade, we have learned that
bond funds can provide significant leverage forestment of local funds resulting in
major investments in the State’s water infrastriecand programs.

In November 2002, California voters passed Promos80, theWater Security, Clean
Drinking Water, Coastal and Beach Protection Act of 2002, which provided $500 million
to fund competitive grants for projects consisteith an adopted IRWM plan. The grant
program was run as a joint effort between the Diepamt of Water Resources and the
State Water Quality Control Board to provide boldinping and implementation grants to
IRWM efforts. The incentive provided by this fundi as well as the direction provided
in grant program guidelines, were major drivertRiVM.

In November 2006, California voters passed Propos4, theSafe Drinking Water,
Water Quality, and Supply, Flood Control, River and Coastal Protection Bond Act of

2006. Proposition 84 provides $1 billion for IRWM pleing and implementation. At
the same time, California voters also passed Piiopod E, theDisaster Preparedness
and Flood Prevention Bond Act of 2006, which provides, among other actions,
$300,000,000 for storm water projects that rediomdfdamage and are consistent with
an IRWM plan.

Past experience indicates that an investment ailtidn in IRWM from State bond

funds could result in water supply benefits of apmnately 1.2 million acre-feet per year
in addition to a number of ancillary benefits totgrequality, the environment, flood
protection and other regional objectives.

Incor porating State Policiesin IRWM Plan Guidelines and Requirements

As noted in the California Water Plan Update 20B%YM is one of the initiatives key to
ensuring reliable water supplies in the future. IRWill help communities and regions
incorporate sustainable actions into their watenagament efforts. A main focus of
IRWM planning is diversification of a region’s wateortfolio so that multiple resource
management strategies are employed in meetingefutater and water quality needs of
all sectors. This diversification should help mews to better prepare to face an uncertain
future of water availability and water use; whil®fgecting and improving water quality
and the environment.



The next update of the California Water Plan, tdibalized early in 2010, will present
over 25 resource management strategies that sheuwtdnsidered in developing IRWM
plans. DWR has worked with more than 15 State @gsrthrough a steering committee
effort, and employed a robust public involvemerttggam to develop the California
Water Plan update.

DWR is currently implementing a Regional AcceptaRcecess (RAP) that will
determine eligible entities for competing for tivstfround of IRWM grants made
available from Proposition 84 funding. Since theeption of the IRWM program, DWR
has encouraged and supported the formation ofleédfrmined IRWM regions,
encouraging broader, watershed-based planning eseasever possible. DWR
acknowledges multiple perspectives on water managerssues and requires
collaborative involvement of multiple stakeholdassa basic eligibility requirement for
an IRWM region.

In the first RAP cycle, DWR received 46 proposalsIRWM regions. These regions
cover 82 percent of the State lands and 98 peofeht State population. In a draft
decision currently undergoing public review and oment, thirty-four regions were
approved and eleven received conditional approN&tate economic conditions allow
adequate access to General Obligation bond fun®WR will proceed with the first
cycle of Proposition 84 competitive IRWM grant fumglin the coming months.



