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Mr. Chairman, Members of the Committee, I am Nicholas Tibbetts testifying  on behalf of the Redwood Valley County Water District. I appreciate the opportunity to address you in support of S1112 and HR235 which will allow for the renegotiation of the payment schedule of contracts between the Secretary of the Interior and the Redwood Valley County Water District. 

The legislation before you enables the Redwood Valley County Water District (District or Redwood Valley) to reschedule the payment of its two Small Reclamation Projects loans to the United States. The legislation allows Redwood Valley to enter into financial obligations as are necessary to finance the procurement of dedicated water rights and improvements necessary to store and convey those rights to provide for the District’s water needs. In short, it means that Redwood Valley will be able to financially pursue and construct a firm and reliable water supply that it has never had since its inception over 30 years ago. The following testimony will explain why this legislative relief is so critical to the residents and farmers of Redwood Valley.  

Redwood Valley is located five miles north of Ukiah, California in Mendocino County. It is largely rural with a significant element of small agricultural operations most notably vineyards. The Redwood Valley County Water District was formed as a California Special District in January, 1964, to provide a reliable water supply for the 1100 residents and farmers of Redwood Valley. The District built an $8.5 million water system project. The project was funded with a $1.2 million local share and two Small Reclamation Projects Act loans totaling $7.3 million.

In the early 1970’s the Redwood Valley County Water District commissioned studies and analyses by a reputable engineering firm. The studies recommended constructing and operating a water supply system which was to be a dual distribution system for irrigation and domestic water service. The studies included engineering, cost analysis and loan repayment capabilities. The analysis concluded that the project was economically feasible. Further, it was reasonably anticipated that the loans could be repaid from income derived from the sale of water. The Bureau of Reclamation (Bureau) concurred that the project was feasible.
In 1975 the Redwood Valley voters approved the project and a $4,800,000 loan to build it. Construction commenced in 1977. Funds were insufficient to complete it. The District, nonetheless, went into operation in 1979 with 95 percent of its domestic system and 50 percent of its irrigation system in service. 

The Bureau of Reclamation recommended that the District assume a second Small Reclamation Projects Act loan to complete the project. This supplemental loan of $2,513,000 was approved by the voters in 1980, and the system was completed in 1983. The two loans were to be repaid in 35 annual installments.

In the 1970’s when the Redwood Valley County Water District was being formed and financing agreements were being negotiated with the Bureau of Reclamation, it was known that the District did not have a firm and reliable water supply. It did not have a summertime water right to Russian River water or to Lake Mendocino water, nor did it possess a firm and reliable water supply from any other source.  Redwood Valley negotiated with its neighbor, Russian River Flood Control District ( RRFCD or Flood Control), for water from Flood Control’s 8000 AF water right to Lake Mendocino. The water ticketed from the 8000 AF was understood to be excess or surplus to the needs of Flood Control. The negotiations culminated in a legal settlement in Superior Court in 1980 resulting in the Redwood Valley County Water District securing excess or surplus water from Flood Control’s 8000 AF water right.

Emerging Financial Difficulties

In 1983 Redwood Valley made its first and only loan payment of $58,000 against the principal to the Bureau of Reclamation. Shortly thereafter it became apparent that repayment projections generated by Redwood Valley’s engineering consultant, and concurred in by the Bureau of Reclamation, did not come close to meeting either the actual costs of operation or the actual revenues generated from the water sales. District studies conducted at that time concluded that domestic water sales were 75% of initial projections, and agricultural (irrigation) water sales were 11% of initial projections. Redwood Valley embarked upon a program to raise water rates to generate the necessary revenues to meet its operational and loan repayment obligations. Since the 1980’s rates have been raised six times—the most recent two years ago.  In the 1980’s and today Redwood Valley County Water District’s rates are in the top tier of water rates in Mendocino County. 

In the mid 1980’s the Redwood Valley and the Bureau of Reclamation engaged in numerous exchanges over the District’s inability to make the scheduled loan payments. 

Redwood Valley requested that payments be suspended until water sales could carry the annual debt load. The Bureau refused, indicating that any debt postponement or suspension needed congressional authorization. 

Government Intervention--Loan Suspension and Connection Moratorium

In October 1988 Congress passed P.L.100-516 suspending Redwood Valley County Water District’s loan repayment obligation until a renegotiated schedule of payment takes effect. Currently, the District is in the 19th year of the loan suspension. P.L. 100-516 suspended payments on principal, interest, and eliminated any accrued penalty interest associated with the two loans. 

In 1989 Redwood Valley was dealt a lethal blow to its ability to repay its Small Reclamation Projects Act loans. The Mendocino County Superior Court imposed a moratorium on domestic water service connections. This connection moratorium prohibits the District from making any new domestic service connections to its water system. This moratorium is still in effect 18 years later.

In 1998 the Redwood Valley County Water District sought “moratorium relief” from the California Legislature. The District sought legislation which would set aside the 1989 Superior Court decision. Instead of legislatively setting aside the moratorium, the legislature passed SB 1432 which allowed Redwood Valley to add a limited number of connections based on a demonstrated hardship. In the last nine years there have been a total of 60 such connections. 

The legislature in passing the limited relief recognized that the blanket moratorium on connections for domestic water service was onerous, not simply to the District, but to Redwood Valley’s residents. Further, the legislature recognized that the District had over the years made unsuccessful, but good faith attempts, to find a firm and reliable water source.

Government Intervention Continued--Endangered Species Act and FERC

The area wide water source for Redwood Valley and the neighboring Ukiah Valley is the Russian River and its depository Lake Mendocino. Lake Mendocino is largely dependent upon water diversions emanating from the Eel River. In 1996, 1998, 1999 the United States government declared Salmon and Steelhead inhabiting California’s northern coastal rivers, including the Russian River and the Eel River, as threatened species under the Endangered Species Act (ESA). 

Lake Mendocino is the source of  Russian River Flood Control’s 8000 acre feet water right. It has been the water supply source for the Redwood Valley County Water District since 1979. Most of Lake Mendocino’s water is diverted from the Eel River. The diverted water originates in neighboring Lake County and passes through a Pacific Gas and Electric Company power generation facility before cascading through an underground water tunnel into the Russian River in Mendocino County on its way to Lake Mendocino. 

Water users in the Ukiah Valley, including Redwood Valley, are dependent upon the continued diversion of Eel River water to the East Fork of the Russian River since this represents the only reliable source of summertime flow in the Russian River. The loss or reduction of this source of supply will have a significant impact upon the reliability of water supplies in Mendocino County and northern Sonoma County.  

In January, 2004, the Federal Energy Regulatory Commission (FERC) issued a decision which further threatens Redwood Valley’s future water supply and its dependence upon Lake Mendocino and Russian River Flood Control. FERC determined that more water should stay in the Eel River and less diverted south to the Russian River. This decision ostensibly brought to an end a six decade long disagreement over the impacts of diverting Eel River water south to Sonoma and Mendocino counties. FERC concluded that cutting diversions by 15% should benefit three species of threatened fish protected by the ESA. 

In 2007 the National Marine Fisheries Service announced an error in the above 15% reduction in Eel River diversions south to Mendocino County. New calculations concluded that the Eel River diversions should be cut by 33% and not 15% as determined in 2004.

Officials in Sonoma and Mendocino counties believe the dramatically reduced diversions will harm farmers and city residents in their counties. FERC’s decision  puts tremendous pressure on water supply available to Lake Mendocino which is the depository of water for the Russian River Flood Control District and consequently for the Redwood Valley County Water District.   

Today--Vulnerable to Running Out of Water

The California State Water Resources Control Board (SWRCB) has declared the Russian River to be fully appropriated each year during the months of June through October. The only new water rights being considered by the SWRCB are those diversions of winter/spring flood flows which can be stored off stream for later summertime use. 

In 1999 the Russian River Flood Control District reported to the SWRCB that it diverted 8049 AF to its constituent users (including 1704 AF to the Redwood Valley).The diversion exceeded Flood Control’s 8000 AF appropriative water right. The 1999 Flood Control numbers suggest that the Redwood Valley County Water District’s “surplus water” supply is entering an era of diminishing returns. 

It is increasingly clear that Redwood Valley enters the 21st century facing a fragile water supply future. In December, 2001, the Flood Control District in Resolution No.1-83 informed the Redwood Valley County Water District that Flood Control no longer had surplus water to sell Redwood Valley. In December, 2002, Flood Control again noticed the Redwood Valley County Water District that it had no surplus water to sell. On April 11, 2007, Flood Control notified Redwood Valley “ to plan for potential shortages later this year.”

The California Department of Health Services in April, 2002, in its “Drinking Water Adequacy Assessment” for the Ukiah Valley concluded the following: 

“The Redwood Valley District continues to lack an adequate and reliable source of supply during the critical months of June through October and has to rely upon an interruptible supply (surplus water) from the RR District (Flood Control).” 

The report goes on to state: 

“Given that the RR District is currently exceeding its water rights limit, which does include surplus water sold to Redwood Valley, the amount of surplus water available for Redwood Valley can be expected to decline each year as authorized users (six area public water systems) of the RR District’s increase their demand on water.” 

The report notes that, “Of the seven public water systems receiving RR District (Flood Control) water only the Redwood Valley County Water District is without a legally firm and reliable water supply.”

The District since its creation has been aware of its vulnerability in not having a reliable water supply predicated on a firm water right. In 1974 and in 1992 the District conducted extensive investigations of potential water reservoir sites. All potential sites came with legal and or development problems of some sort and all were expensive. In anticipation of a restricted water supply future the Redwood Valley County Water District implemented a water conservation program.

Tomorrow--Securing Reliable Water

In a letter to its ratepayers in 2001 Redwood Valley indicated that it had conducted water storage site surveys in the past and again was taking another look at that option. The District pointed out to its customers that all potential sites were expensive to develop.  Redwood Valley notified the Bureau of Reclamation of its interest in pursuing such a project. Redwood Valley informed the Bureau that if a future water supply project were necessary for the District to maintain a viable water system, then the District would not be in a position to make payments to the Bureau of Reclamation on its two Small Reclamation Projects Act loans.

In January, 2002, Redwood Valley engaged a water resource development company to assist it in finding and securing a firm and reliable water supply and water right. The effort identified three potential projects. 

The first diverts water in the wintertime and stores it for summertime use. The project costs range from $100 million to $150 million. Redwood Valley applied to the State Water Resources Control Board (SWRCB) for a water right permit for 52,000 AF for storage and for 4,000 AF of diversion annually. The Redwood Valley County Water District has ruled this potential project as financially infeasible.  

The second potential project captures 5600 AF at an estimated cost of $10 million. Redwood Valley applied to the SWRCB in 2002, for a water right permit on this project. The third potential project implements the same practice of diverting water in the wintertime for storage and use in the summertime. The project is for 17,000 AF and has an estimated cost of $10 million.

The Bureau of Reclamation and the Problem

The Bureau of Reclamation in an August 2000 Draft Report on the Redwood Valley County Water District recognized the source of the District’s financial problems when it wrote the following:


The District has been unable to meet its financial obligation…due to:


1)  Lack of buildup in demand for both M&I (domestic) and agricultural 


(irrigation) water service as initially projected in the loan application reports.


2)  …Redwood Valley CWD (District) has an agreement with the Improvement


District (Flood Control) which allows them to use water from the Lake 


(Mendocino) but they are last in line behind Sonoma and (Flood Control).


Because of this uncertainty, Redwood Valley CWD’s water supply is not 


considered a dependable firm supply.


3)  Some of the District’s (Redwood Valley) customers filed a lawsuit in the                                                                  


California Superior Court for a writ of mandate (connection moratorium) 


prohibiting the District from increasing its number of M&I (domestic) customers..


The District has been working towards firming up their water supply 


and meet the requirements necessary to get the writ of mandate 


(connection moratorium) lifted, however, at present the District is still


prohibited from adding new M&I (domestic) customers. This severely


limit’s the District’s ability to increase the M&I revenue to make 


repayment on the P.L. 84-984 loan obligation.

The Bureau of Reclamation concludes, “Reclamation recognizes that a firm water supply is paramount for a complete solution to the District’s current financial dilemma.”

The Bureau, writing in 2000, believed that the Redwood Valley County Water District’s water supply problem could be solved by it becoming geographically part of the Flood Control District. The merger was intended to qualify Redwood Valley as a “firm water” customer instead of a “surplus water” one using Flood Control’s 8000 AF.

That idea did not come to fruition in part because of potential legal conflicts, and more importantly as noted earlier, Flood Control was already reaching and breaching its 8000 AF water right limit. Flood Control announced in 2001 and 2002 that it did not have surplus water to sell to Redwood Valley. If that were true, then Flood Control might have believed in 2000 that it did not have water to sell to Redwood Valley as a “firm water” customer.

The Bureau of Reclamation did not mention in its 2000 report that Redwood Valley’s future water supply became increasingly threatened when another federal agency, National Marine Fisheries, listed salmon and steelhead in the Eel River and Russian River as threatened under the Endangered Species Act. That federal action prompted the Federal Energy Regulatory Commission (FERC) to announce in 2004, a 15% cut in water diverted from the Eel River into the Russian River and to Lake Mendocino. In 2007 the National Marine Fisheries Service increased that reduction to 33%.

The Solution

The Bureau of Reclamation is correct when it recognizes that “a firm water supply is paramount for a complete solution to Redwood Valley’s current financial dilemma.” 

Unfortunately there is no quick fix. There is no free fix. The Redwood Valley County District is and has been for years actively searching for a new firm and reliable water supply source. The current evidence suggests that the cost of a water project which will provide future firm water will range between $10 million and $100 million.

The evidence is becoming crystal clear that the Redwood Valley’s water supply trend line is moving away from having an adequate water supply – firm or surplus. The District needs to commit its financial resources to finding, securing and building a water supply source which is firm and reliable. Not only will it take money and lots of it, it will require taking on new debt. Redwood Valley cannot take on new debt, comparable in size or larger than its existing debt. This is especially true with an existing loan obligation to the United States that is and has been inoperable since the day it was incurred. The District cannot seek new debt financing with a $7.3 million bad debt on its books. 

Passage of S1112 and/or HR235 is critical to Redwood Valley’s ability to find and finance a firm water supply and to maintain a viable water system. These bills will enable Redwood Valley to commit future revenues to pay for projects which will secure water for its present and future customers. 

When that happens, the judicially imposed moratorium on revenue producing domestic water service connections can be lifted. That will enable Redwood Valley to escape its Catch 22 circumstance. The District needs a judicially approved firm and reliable water supply which will enable the District to add additional domestic service (M&I) customers. The ability to add new domestic customers becomes a source for new revenues which is necessary if the District is to finally achieve long term financial stability. Financial stability is essential if the District is to meet its mission of providing safe, firm, reliable and affordable water for its customers in Redwood Valley.

S1112 and HR235 enable Redwood Valley to reschedule the payment of its two Small Reclamation Projects loans to the United States. This legislation will allow Redwood Valley to enter into financial obligations as are necessary to finance the procurement of dedicated water rights and improvements necessary to store and convey a firm and reliable water supply for Redwood Valley’s families, farms and businesses. This ultimately will make it possible for Redwood Valley and its ratepayers to pay their original loan obligations to the United States.

On behalf of the Redwood Valley County Water District—its Board of Directors and its ratepayers, I respectfully request that your committee recommend the passage of S1112 and/or HR235. Thank you very much for your time and attention to this request.




