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SACRAMENTO, CALI FORNI A
WEDNESDAY, NOVEMBER 17, 1993, 8:30 A M
---000---

HEARI NG OFFI CER DEL PI ERO  Ladi es and Centl emnen,
this hearing will come to order.

This is a continuation of the hearing of the State
Wat er Resources Control Board regardi ng amendnments to
the City of Los Angeles' water rights licenses for the
di version of water fromthe streans tributary to Mno
Lake.

My nane's Marc Del Piero. |'m Vice-Chairnman of
the State Water Resources Control Board acting in the
capacity of Hearing Oficer for this matter. Wth ne
today is M. John Brown, who's also a nmenber of the
State Water Resources Control Board and ny good friend.
And also with us today is Chairman of the State Water
Resources Control Board, M. John Caffrey.

VWhen |last we left, M. Flinn was cross-exam ning,
| think. 1Is that true, Sir?

MR FLINN:  Yes. And | was going to ask for
anot her 20 m nutes.

HEARI NG OFFI CER DEL PIERO  And you were granted
anot her 20 m nutes.



MR FLINN:  Yes. 1In fact, | was going to ask for
this special favor. [If whoever is keeping tine, could
actually keep tinme at ten mnutes and five mnutes, so

when |'mtold there's ten mnutes |eft and five mnutes
left, sol can try and nake sure | get through the

i mportant points. |If that's not too much to ask.
MR, HERRERA: | can probably do that if our watch
i s working.

MR, FLINN:  Thank you.

CROSS- EXAM NATI ON BY MR FLI NN (Conti nued)
Q A few nore questions, probably, for Dr. Carson,
but agai n, whoever wants to answer, about the CV
st udy.

Dr. Carson, in your oral statenment, you nentioned
havi ng | ooked at some of the foll owup questions that
were asked of the respondents. Do you recall that
testi mony?

A BY DR CARSON:  Yes.

Q Did you read the foll owup questions about the --
the answers that were given by people who indicated a
lack of willingness to pay for the protection of Mno
Lake?

A If there's a problemin the survey, these

so-cal led foll owup or debriefing questions are not as
extensive as you mght want in a |arge survey, and so
the answer is yes, I've read what's there, but there's
not very much really there.

Q Ckay. But -- because you brought it up in your
testinmony, | want to bring it up in mne. Let nme ask
you a question.

You recall, first of all, that the survey
respondents were asked to assunme that the noney that
they would pay to protect Mono Lake would actually be
given to the governnent?

A Correct.

Q And you recall that some of the respondents, the
textual responses, indicated their lack of wllingness
to pay, not so much because they didn't want to protect
Mono Lake, but they doubted that the governnment woul d
actually use the noney for that purpose?

A That's correct.

DR WADE: Excuse nme, M. Flinn
Q BY MR FLINN: Now Dr. Wade. Again, this is probably
nore to you because |'m going to focus on your
testinmony, but | don't know if you want to answer it.

Your $95 million shortage costs that was the big
di fference between you and Jones and Stokes is derived
fromthe assunption that all of the replacenent water
for Mono Lake woul d have to be acquired fromthe
Metropolitan Water District; is that correct?

A BY DR WADE: It's -- not precisely, but nostly
because there is sone added reclamation water in our

nodel

Q VWhat reclamati on assunptions did you nake?

A W& made -- backing up just a step to answer your
guestion, the ERM was | oaded and provided to us by the

Department of Water Resources with the assunptions that



are currently enbedded in forthcomi ng Bulletin 1693.
And to that, we added 52,000 acre-feet of increnenta
reclamation to bring the nunber up in line with the
Jones and Stokes assunpti ons.

Q kay. And if nore than that were, in fact,
available in the year 2000, then there would be | ess
need for Metropolitan water; is that right?

A Wl I, that woul d be hypothetical, but true.

Q Now, let's talk about MAD a little bit. You
criticized the Draft EIRfor its lack of analysis as to
whet her or not the Metropolitan Water District in fact
had the water available. Do you recall that?

A | wouldn't label it as being critical. |

di spl ayed a table which indicated that the State Water
Project did not have the deliverability to provide
Metropolitan the increnmental make-up water.

Q You nmention the State Water Project. 1Is that the
only place the Metropolitan Water District gets its
wat er ?

A No. That's the place Metropolitan gets its

i ncremental water.

Q Does the Metropolitan Water District get water
fromthe Col orado River?

A Yes.

Q And how nuch water did you assunme on an annua
basis they could get fromthe Col orado River?

A | assunmed the firmyield plus the Inperial
Irrigation District transfer for a total of 626,000
acre-feet.

Q And how nuch | ast year did they actually get from
the Col orado River?

A To junp ahead, Sir, they've been running full pipe
for much of the |last ten years.

Q And that's approximately one point two mllion
acre-feet; isn't that right?

A | think it's alittle nore than that.

Q So your assunptions assunme that Metropolitan's

Col orado River supplies would be hal ved by the year
2000; isn't that right?

A No. That is not nmy assunption explicitly as you
stated. It is rather that, for a planning perspective,
every planner in the state can only assune for the year
2000 what the contract specifies because no planner in
the state has any certitude as to what the offtake
above Metropolitan upstreamin Arizona and Nevada wil |

be. The safe assunption, the usual, the accepted

pl anni ng assunption is the firmyield, 626,000
acre-feet in this particular case.

Q Assuming that this Water Board wanted to make as
accurate a prediction as possible with regard to the
availability of Metropolitan water supplies, do you
bel i eve that Metropolitan, itself, would be a reliable
source of information on that subject?

A The answer woul d be yes, and | think this Board
woul d have to review, with respect to the |ine of
guestions that you're pursuing, very hard evidence as
to what these things are. But the hard evidence that's
afoot in the planning community today is 626, 000



acre-feet.

Q Do you know a man naned Ti not hy Qui nn?

A | certainly do

Q And you understand that he, like yourself, is an
economi st ?

A | certainly do

Q And do you have an opinion as to whether or not
Dr. Quinn's testinmony about water supply is credible
and reliable and believabl e?

A | would accept it as that.
Q Have you read his witten testinony?
A | have.

Q And you understand that he predicts in his witten
testinony continued availability of $1.2 mllion
Col orado R ver water?

A You know, | think his testinony was witten, |ike
m ne, some nonths ago, and | think that Metropolitan
has had a -- a reversal of fortune since he wote that

testinmony, if | may take a mnute.

It's ny understanding --
Q Bef ore you do, I would ask you --
A The point would be that the bottomline is | think
M. Qinn's testinmony may be m staken on this point by
nore current events.

MR FLINN: Madam Reporter, would you read back
the question, and this time, Dr. Wade, 1'd like you to
answer the question.

(Whereupon the record was read as reported.)

DR WADE: If that's what he said, that would be
his testinony.

QBY MR FLINN. | want to exanmine in a little nore
detail the concept of shortage costs thenselves. And
I"mnot an econonmist, and it's been a struggle for ne
to learn this field in just a limted enough way to ask
t hese questions. And so | wanted to ask you a

hypot heti cal question based on ny personal experience.
So that what I'mgoing to give you is a hypothetical

I want you to assune it's true

Let me tell you that | live, Sir, in Palo Alto and
during the drought, we had a requirenment that we cut
back on our water use by 20 percent against 1987
| evel s. And as a consequence of that drought, | did a
couple of things. | stopped washing ny car, and
stopped watering nmy | awn every day and did it every
other day. And as a consequence of that, | had a | ower
water bill than | normally did. | had a dirty car, and
| didn't notice nuch difference in ny |andscapi ng.

Sir, under economic definitions of shortage costs,

have | incurred sone kind of shortage costs as a result
of that?

A Yes. By your own description, you' ve enjoyed sone
lowering in your quality of life. | would suspect a

fine lawer like yourself would like to drive around in
a clean, shiny car.

Q And if, in fact, driving around in a dirty car
made ne feel sort of noble and superior to ny neighbors
that I was doing sonething for the community, the
shortage costs wouldn't recognize that benefit; is that



right?

A BY DR CARSON: That's correct. However, again, if
you |l ook at this, what you're doing is you' re | ooking
at a distribution of people's willingness to pay to

avoid the shortages. For sone people, they clearly
have a willingness to pay to avoid the shortages and
that's taken into account. And sone peopl e,
particularly those people who live in sort of very dry
areas who will lose their |andscape, they tend to have
a very high value. So in other words, different
i ndividuals will have different val ues of avoiding the
short age.

HEARI NG OFFI CER DEL PIERO. |'mcrushed. | had
really hoped we were going to find out the val ue of
nobility here today.

QBY MR FLINN. I'mgoing to try and keep noving
here. Focusing on that --
MR BIRMNGHAM |'mactually surprised that prior

to the drought, M. Flinn was watering his [ awn every
day.

MR FLINN: It's a small |awn.
Q BY MR FLINN: Focusing on this distribution issue,
do have kind of a hypothetical question for either of
you, and 1'd like to see if you can understand it. And
it's alittle bit conplicated, so | want to set it out
for youin alittle detail if I can.

Let me ask you to assunme that there are two
people. Person A has a shortage cost, or a wllingness
to pay to avoid a shortage, of a thousand dollars an

acre-foot for the first four acre-feet they're willing
to cut back, or the first four they would have to cut
back, and anot her person has a 3,000 acre-foot shortage
cost for that same first four acre-feet. And so these
peopl e are using at |east eight acre-feet of water.

Do you follow nme so far?

A BY DR CARSON: In totals.

Q Yes.

A kay.

A BY DR WADEL | thought | added up to seven, four
and three.

MR HERRERA: Ten minutes, M. Flinn

MR, FLINN:  Thank you.

Q BY MR HERRERA: The Person A uses four acre-feet at
a thousand. The second person uses four acre-feet, and
his shortage cost is 3,000 an acre-foot. They each use
four.

And let's say that this population is told that
they have to cut back by 50 percent, four acre-feet.
And if they were sinply -- the hoses were sw tched off
after the first four acre-feet --

A BY DR. CARSON: Two each.

Q Two each, yes. AmI| not correct that Person A
woul d suffer $2,000 worth of shortage cost and Person B
woul d suffer $6,000 worth of shortage cost? |s that

right?
A If this function is strictly linear, one would
expect the shortage costs to increase as you increase



magni t ude

Q Let's make it sinmple. Don't fight with the
hypot hetical. It's linear. Aml right, it's total of
8, 0007

A Ri ght .

Q And the average for those four is $2,000 an
acre-foot?

A Correct.

Q So if you're trying to neasure the shortage cost
under that regine, you' d neasure it at $2,000 an
acre-foot?

A Ri ght .

Q Now, instead of sinply telling both of themthat
the hoses get turned off when they each reach two
acre-feet, you say that we're going to increase the
price to $1500 an acre-foot.

A kay.
Q So the first fellow, whose shortage costs are
1,000 acre-foot at each level, it would be in his

econom c interest sinply not to buy any of the four
acre-feet and rather incur the $1,000 shortage cost as
opposed to pay 1500 in actual costs; is that right?

A Correct. There's where you see the problemwth
the Iinear assunption

Q Let me go on and finish. And this person whose
costs are $3,000 an acre-foot would, in fact, use al

of his entitlenent because it's cheaper for himto buy
it at 1500 than to incur 3,000 in costs, right?

A Ri ght .

Q And in that case, if Person A gives up all four
t he average shortage costs are 1,000, not 2,000. |Is
that right?

A Ri ght .

Q Now, |l et me nove on to the shortage costs that

were assuned in the $95,000. Am| correct that this
was based on the 1987 survey done by yourself,
Dr. Carson, and Ella Mae Mtchell?
A Ri ght .
Q And the average shortage costs in that study were
somewher e around $4, 000 an acre-feet?
A Correct.
A BY DR WADE: That was a nedi an nunber.
VWhat was the average nunber?
The average nunber was sonmewhat hi gher.
The nmedi an nunber, then, was 3, 0007
BY DR CARSON: Yes.
This study was done in 1987; is that right?

Correct.

And as of 1987 for the MAD service area, wasn't it
predicted that by the year 2000, there would be
substantial potential shortages?

A VWhat we | ooked at in that study was a range of
shortages going fromone at 10 to 15 percentage every
five years at one end to two shortages every five
years, one at 30 to 35 percent, the other at 10 to 15.
Q | didn"t ask you what was in the survey, Sir. |
asked you as of 1987, did planners in the Metropolitan
Water District service area expect there to be, by the

Or»r OrPO>rO



year 2000, shortages?

A W | ooked at the range of shortages which were
currently being projected.
Q Now, are you aware in the docunents that, in fact,

have been submitted with your testinony that there are
estimates of the acre-foot cost for the devel opnent of,
say, desalinization plants?

A BY DR WADE: Yes.

Q And you understand, gentlenen, that the
per-acre-foot cost of a desalinization plant is on the
order of, dependi ng upon size and vol une benefits,

bet ween 1400 and $2, 000 an acre-foot?

A BY DR CARSON:  Yes, | am

Q Now, assuming that in 1987 you gentl enen

denonstrated that shortage costs were up to $3,000 an
acre-foot or nore and assum ng that shortages were
predi cted, between 1987 and the present, how many water
agencies in the MAD service area have pl anned
desal i ni zati on plants?

A BY DR WADE: Is there not one in Santa Monica?

A BY DR CARSON: Santa Barbara has actually built one.
San Diego had a very large one on the drawi ng board and
under pl anning which they just recently renoved due to
cost estimates with San Diego Gas and El ectric to
supply the power.

Q Is Santa Barbara part of -- an MAD nmenber agency?
A Santa Barbara is not.
Q Now, ny next question to you, Sir, is in the

recent drought, were you aware that there was a water
bank?
A BY DR. WADE:  Yes.
Q And were you aware that, in the recent drought,
not all of the water in the water bank was purchased?
A That's correct. It rained.
Q Do you understand that even during the drought,
there was water available in the water bank, and it
wasn't all purchased?
A That's not correct.

MR HERRERA: Fi ve m nutes.

DR. WADE: It was not all purchased, but it was
not all purchased because it rained after the water was
put in the bank. Renenber the March mracle?

QBY MR FLINN. So it's your testinony that after the
water was in the bank, there were no water shortages in
Sout hern California?

A BY DR WADE: That is not ny testinmony. As a matter
of fact, Metropolitan remained in Stage Five

t hr oughout 1991.

Q And even though there were shortages in the
Metropolitan Water District, not all the water in the
wat er bank was purchased; is that right?

A The take of the water bank backed off for,

perhaps, a variety of reasons. Not all are known to
me, but a major one would have to be, Sir, that it

rai ned.

Q Not wi t hst andi ng the fact that there were shortages
and notw t hstanding the fact that you gentlenmen assumned
there woul d be at |east $3,000 in shortage costs --



strike that. 1'll ask a foundational question

The water in the water bank was cheaper than
$3,000 an acre-foot, wasn't it?
A Yes.
Q And notwi thstanding the fact that there were
shortages and that there was water in the water bank

that was cheaper than $3, 000 an acre-foot, people
didn't seemto be willing to pay for additional water;
isn'"t that right?

A Again, it rained.

Q Notwi t hst andi ng the fact that there were
shortages, people didn't pay for that water; isn't that

right?
A Well, there are a variety of reasons, but the
answer to your question sinmplistically is yes.

A BY DR CARSON: Let me nmake one thing, | think, here
which is the price of the water in the water bank is
basi cally a whol esal e cost before transportation. And
so what you really have to do is | ook at what this
woul d translate to at the retail price |level far down
in the system

Q What's the difference between the whol esal e and
retail costs in Southern California?

A Actually, | mght let Dr. Wade answer that.

A BY DR WADE: Actually, I don't have the factual --

the facts on that, but it's substantial. The water
cones in today on -- to Metropolitan at $300 odd or
$400 odd, then it's treated and distributed, and it's

priced at different prices by different retai

agencies. | actually have a data set at the office,
but I can't recall it.

Q Isn't the highest retail cost about $1200 an
acre-foot?

A In sone Northern California service areas, |'m
aware of prices close to that.

Q And so even if we're assum ng a markup of
approximately 5, $600 an acre-foot, that woul dn't
explain why water that was far cheaper than -- back
up.

The water in the water bank was a lot |ess than
$2500 this an acre-foot, wasn't it? \Wol esale?
A Yes. You know, M. Quinn, the decision --
Q My nane's Flinn, actually?
A Flinn. M. Flinn, the decisions to purchase or
not that water were made by human bei ngs, managers, not
necessarily, as we econom sts assunme and your |ine of
guestions assune, all-knowi ng managers. | know that
some general managers -- | know that sone water
districts did not purchase that water, and I know t hat
they were criticized by some of their consunmers by not
maki ng nore water available to them who were not
enjoyi ng the water shortage of their water service
ar ea.
Q | take it that you would agree that there is
sonmetines a gap between what the econoni sts predict
woul d happen and what water managers and pl anners and

actual people tend to do?



A BY DR CARSON: One thing that happens in these
shortages, and |'ve given a couple of talks on this, is
sinmply that a ot of water agencies don't have the sort
of stand-by authority to raise the prices to pay for
t he much higher water, and that nakes it difficult for
themto react very quickly to these things, what you
m ght expect.
MR FLINN. I'd like the Reporter to read back the
question, and I would |ike that question answered.
(Whereupon the record was read as requested.)
DR. CARSON: In order to answer to that question
I will put at the very beginning of it this gap is
because the economi sts are | ooking at a | onger-run
situation vis-a-vis the short-run reacti on where people
have to adj ust.
Q BY MR FLINN: But the answer to ny question is yes,
isn't it?
A BY DR CARSON: There's a gap between the |ong run
and the short run
Q No. M question is not whether there's a gap
between the long run and the short run. There's a gap
bet ween what you econom sts predict woul d happen and
what people actually do; isn't that right?
A There al ways has to be a gap, yes.

MR HERRERA: One minute, M. Flinn

MR FLINN | won't need it. Thank you.

HEARI NG OFFI CER DEL PIERO  Thank you very much,
M. Flinn

M. -- M. Koehler?

M5. KOEHLER W're a tag teamthis week

CROSS- EXAM NATI ON BY Ms. KOEHLER

Q Good nmorning. My nane's Cynthia Koehler. [|'mone
of the attorneys for California Trout.

Dr. Wade, 1'd like to talk with you a little about
t he physical availability of water to the Metropolitan

Water District, and | hope you'll be patient with ne.
I"d like to wal k through sonme fairly sinplistic
gquestions. Like M. Flinn, I amnot an econom st, and
I am struggling to understand everyt hing.

Turning to Table C of your witten testinony. |Is

it your testinony that assuming diversion at the 6383.5
foot | ake level, the |oss of Mono Basin water will
result in a reduction of supply to Los Angel es on
average, | understand over 52 years, of about 36 or
3400 acre-feet annually?

A BY DR WADE: Yes. 36 on Table C

Q Is that actually 34? There seens to be a

mat hematical error there. It's not a -- | nean, 433
less 399 | believe is 34.

A No. 36 is the right nunber. The table is
m staken. | nmade a correction down the third col um
nysel f and did not nmake the corrections down the other
two colums. But | don't think the difference is
mat eri al
Q No. It isn't material. | just wanted to nake
sure | was using the right nunber in ny questions.

Al right. Then, is it also your testinony,
keeping to the sanme table, that the State Water Project



will be able to replace on average about 12, 000
acre-feet of this 36,000 acre-foot |oss every year?

A Fromthe State Water Project, yes.

Q Fromthe State Water Project?

A This is what the nodel results show

Q Al right. Sois it correct that your shortage
analysis is driven primarily by the effect of the
remai ni ng 24,000 acre-feet that's a reduction in supply
for L. A every year?

A Yes.

Q Al right. 1Is it also correct --

A You know, these are average nunbers, and | would
hasten to point out -- and I would al so hasten to point
out, and it mght help your thought process if | could,

that we human bei ngs deal with sinple nunbers, points
that we can point to on a table, but behind a point

like this and particularly in a case like this there's
a whol e range that we can't exactly visualize that
conmput ers deal wth.

Q Sure, | understand. This is an average over 52
20-year sequence. That's how, | think, we're al

nmovi ng forward?

A Yes.

Q Is it also correct that your shortage analysis is
for the entire Southern California State Water Project

service area and is not for the City of Los Angel es?
A It includes the City of Los Angeles within the
entire Southern California service area.

Q But the 24,000 acre-feet |oss every year is for
the entire State Water Project service area for the

Sout hern California area?

A Two points in there. 1It's for the entire Southern
California service area. |It's not so nuch related to a
24,000 foot loss every year. |It's related to the

| osses as they occur on the hydrol ogi c sequence.

Q Right. But that's the average annual | o0ss?

A Yes.

Q Al right. So any shortages predicted and any

costs associated with these shortages woul d be spread
over all of Southern California and are not limted to
L.A. DW's service area?

A Yes.

Q Al right. To put this -- to put this average
nunmber in context, isn't 24,000 acre-feet about 1
percent of MAD's total average annual deliveries?

A Yes.

Q And isn't that about one-half of 1 percent of
Southern California' s total annual water denmand?

A Yes. And as our Tables D and E show, it's a
change in the sufficiency ratio of about seven-tenths
of 1 percent, yes.

Q You have anticipated ny next question. That was
exactly it.

And | think you testified earlier that in running
the economic risk nodel, you did assune that the Draft
D- 1630 -- the Bay Delta standards would be in place?
A Yes.

Q So your calculation takes into account the anmpunt



of State Water -- an approxi mate amount of State Water
Project water that would be available to replace a
reduction in supply fromMno Basin water -- that

cal culation took into account some cut back in delta
supply due to such protection?

A Due to the 1630 decision protections. Unrel ated,
however, to those that were being tal ked about | ast
week in Sacranento related to the EPA two parts per

t housand standard and unrelated to the take provisions
of endangered species and unrel ated to unknown exact
provisions to protect the winter run sal non rel ease,
unrelated to the delta snelt. Al of these are not in
t he deci sion 1630 conditions.
Q Is it your testinony that you believe that the
package of protections that are going to cone out on
Decenber 15th are going to be substantially different
than the Draft D 1630 standards? You seemto see a
radi cal difference between those standards?
A That's what the newspapers reported. The
newspapers reported radical differences. 1 nyself have
not exam ned those runs.
Q You need to be careful about reading those
"Sacranento Bee" editorials.
A Actually, I"'mreferring to the news articles.
Q Al right. At this point, Dr. Wade, 1'd like to
i ntroduce an exhibit, but since I'mnot entirely sure
as to authorship, 1'd like to first showit to you and
your attorney, and 1'd like to have you tell us
whet her, in fact, you and your associ ates are
responsi bl e for producing this docunent.

Thi s docunent says at the top, "Wade 8-17-93."
It's titled Economic Ri sk Mbdel. It appears to be
related to your work and your testinony.

A BY DR WADE: Yes. W provided it.
Q Al right.

Then with your permission |'d like to introduce
Cal - Trout Exhibit 25

HEARI NG OFFI CER DEL PI ERG Any obj ection?

M5. GOLDSM TH: No. Not at this point.

HEARI NG OFFI CER DEL PI ERO  What's the nunber on
t hat ?

M5. KOEHLER:  25.

HEARI NG OFFI CER DEL PIERC.  So ordered.

(Cal -Trout Exhibit No. 25 was
marked for identification.)

Q BY M5. KOEHLER  Dr. Wade, turning to the assunptions
that you' ve made in the econom c risk nodel, you've
al ready di scussed sonewhat with M. Flinn your
assunption that only 626,000 acre-feet of water will be
avai |l abl e annually fromthe Col orado River, and
believe -- | just want to make sure | understood you,
that it is also your testinony that MAD has, in fact,
taken about 1.2 million fromthat source for the | ast
several years?
A Yes.
Q And to get a little nore specific about
Dr. Quinn's testinony, are you aware that he has stated
that Metropolitan, and |I'm quoting now from MAD Exhi bit



1, "Metropolitan intends to take all the appropriate
steps to maintain Colorado River deliveries at 1.2
mllion acre-feet in the future. This could be
acconpl i shed through, One, the use of water apportioned
to but unused by Arizona and Nevada; Two, access to
surplus water when avail able; and, Three,

i npl enentati on of water transfer prograns in
cooperation with California agricultural districts

whi ch use Col orado River water, and possibly with the
ot her basin states.”

Don't Dr. Quinn's statenents in this regard tend
to run counter to your assunption about the limted
availability of Col orado River water?

M5. GOLDSM TH: (obj ection. Conpound.

HEARI NG OFFI CER DEL PIERO I'mgoing to sustain
t he obj ecti on.

M5. KOEHLER: That's fi ne.

Q BY M5. KOEHLER  What is your view of the statenent
that 1've just read you fromDr. Qinn's testinony?

M5. GOLDSM TH: njection. It's still conpound

M5. KOEHLER: Al right

HEARI NG OFFI CER DEL PIERO One at a tine.

MS. KOEHLER: |'m sorry?

HEARI NG OFFI CER DEL PI ERO  Take them one at a
time.
Q BY M5. KOEHLER  You have read these statements, you

testified earlier?

A BY DR. WADE: Yes.

Q Do you agree with Dr. Quinn's overall statenent
that Metropolitan intends to take all steps to nmaintain
Col orado deliveries at 1.2 million acre-feet annually?
A Absol utely.

Q And you appear to have sonme reason to believe they
won't be able to do so; is that correct?

A It's a conplicated answer. Number One, |'m going
to come back to ny testinony, which is that standard

pl anni ng assunption run the nodel with firmyield.

Q ' mnot asking about you're planning assunptions.
A Nunber Two. If you would run through your list of
three of things, | would be delighted to discuss each
one of themw th you. He said three things. He's
going to --

Q Vell, all right. Dr. Qinn testified that they

can acconplish maintaining these deliveries at the 1.2
| evel by first, the use of water apportioned to but
unused by Arizona and Nevada.

A Yes. It's -- you've now, | think, asked the
guestion that allows nme to give the answer -- it's --
just as recently, | think the farnmers and the
downstreamcity folk in Arizona have acconplished an

agreenment to make the used water in Arizona avail abl e
to the farmers at $15 an acre-foot. There's a
testinmony to poor public policy but, in any case, it is
nmy understanding that this is going to allow or cause
Arizona to use a great deal nore of that water than
what Ti m mi ght have assuned when he wote his
testinmony. | think Metropolitan has had a reversal of



fortunes on that point, which you had better direct to
himthan to ne.

Point 2, transfers. It is a fact that
Metropolitan is out trying to make transfers up the
pi pe with growers who are taking Col orado Ri ver water.
For instance, after many years, they have nade a
transfer with the Inperial Irrigation District which we
put into the nodel. The firmyield is actually 520,
but we add 106 to that to bring it up to 626,000. If
t hey make another transfer, | would agree with you that
it should be added into the nodel as firm 100 percent
dependabl e water if that's what the conditions of the
transfer dictate.

I woul d enphasi ze to this proceedi ng, however,
that it is ny testinony that frankly, the only
incremental water in the state available to urbans and
to the environnental needs of this great Colden State
must cone by transfers. But this proceeding --

Q | will get to transfers in a nonent.
A This decision in this proceeding can't be nade on
specul ative transfers.

Q We're tal king right now about the Col orado
Ri ver --

A We're tal king about transfers on the Col orado
Ri ver.
Q And we're also talking about their yield in the

past which is not at all speculative. You do agree
with that?

A Absol utely.

Q The only point in Dr. Quinn's testinony that you

have not addressed is access to surplus water. | guess
that gets folded into --
A It's an unpredictable event which is not assuned

i n planni ng nodel s.
Q We're not tal king about planning nodels. W're
trying to tal k about what's realistic in a different
sense. This is not a planning proceeding, Doctor, so
|'d appreciate your answering my questions as |'ve
asked them

Are you aware that the Governor's Central Arizona
Project Advisory Committee has, in fact, stated that
the problem facing the CAP is significant under
utilization of the resource?

A I'm in fact, unaware of that, but | think they
just addressed it by making a deal with the farmers.

Q Al right. Assune with nme for a noment that

Dr. Quinn is going to be somewhat successful in his
gquest for additional Colorado River water at the levels
that he has been in the past. Wuld -- if you ran your
nodel assum ng an additional 300 to 400,000 acre-feet
could be available to MAD fromthe Col orado River,

woul dn't this tend to decrease the I ength and severity
of shortages to MAD's custoners predicted in your

testi mony?

A It woul d reduce the risk, the probability of
short ages.
Q Thank you.

Is it also correct that in running the economc



ri sk nodel, you assuned that MAD would not be able to
obtain nore than 50,000 acre-feet annually from water
transfers, and here |I'm not talking about the Col orado
River, I'"mtal king about transfers south of the delta?
A No. That's not true. The ERM nodel has an
explicit function in it which allows for 50,000

acre-foot -- your 50,000 nunber -- transfer and it's on
the Colorado River. [It's an energency transfer
procedure that's a fact of water |aw and contract, and

it's built into the nodel.
Q Does the nodel assume that there is any water
avail able fromwater tranfers from sources south of the

delta in California?

A No it does not.

Q Al right. 1Isn't it true that there is
substantial water available in California for water
transfers fromsouth of the delta sources al one?

A It is true that there is substantial water being
applied to | owvalued agricultural crops in the Central
Valley. It is unknown to ne whether or not there is
the plumbing, there's regulatory flexibility, there are

a whol e host of physical and | egal inpedinents that are
unknown to nme as to whether or not they'll be worked
out .

Q Isn'"t it correct that in 1991, MAD secured about
200,000 acre-feet in water transfers?

A " munaware of the figure, but | wouldn't dispute
it. Actually, I think that's true.

It's also true that the San Francisco VWater
Departnent, and | think also Metropolitan Water
District, was unable to nove physically all of the
wat er they acquired and agreed to buy because they
could not physically nove it through conveyance
syst ens.

Q But they were able to secure those transfers?

A They were able to secure the rights to the water.
They were not able to physically nove the water to
where it was needed because of linmtations in the

pl unbi ng.

Q But not limtations in the regulatory or |ega
structures?

A I am not aware as to what was the binding

constraint; whether or not it was a regulatory
constraint or physical conveyance constraint or the

conbi ned effect of the two. | would assune the latter
actually. But it is a fact they were unable to nove --
Q ["msorry. You would assune -- | lost you there
somepl ace --

A I would assune that it was a result of physical
conveyance and -- which are governed by regul atory
[imtations on how the punps can be operated. | would
assume it would be the conbination of the two. There

were limtations on the physical anount of water they
coul d nove

Q | understand. |If there were evidence introduced
in this proceeding indicating that water transfers
were, in fact, available or uninpeded legally for |ega
regul atory reasons and if we nove -- take this



assunption and assunme that there are at |east 200, 000
acre-feet of water available to MAD from wat er

transfers, let's even say fromsouth of the delta
sources every year and you ran that through your
economi c-ri sk nodel, wouldn't this also tend to | essen
your prediction of shortages in the MAD service area?
A Yes. And if we added 200,000 -- if we added
200, 000 100 percent firmcertain water to our nodel, it
woul d reduce that $95 million shortage cost to
57,000 -- million
Q A substantial reduction?
A Vll, it's a $40 nmillion nunber. 1It's a change
from96 to 57 mllion, a substantial change related to
t hat 200, 000 acre-feet of certain water.
Q Not everything in this field is certain, isit,
Dr. Wade?
A VWl |, yes, but ny nodel assumes or has to assune
that it's certain or the nunber goes away.
Q | under st and.

Wth regard to local supplies, isn't it correct
that your analysis assunmes about 1.3 to 1.4 million

acre-feet will be available in the years 2000 and 2010
fromlocal -- various local supplies?

A It is our assunption that we nmade -- it is a fact
that we made the sane assunption that Jones and Stokes

di d.
Q Al right. 1Isn't it true that MAD expects | oca

wat er supplies to yield nmuch closer to 1.6 mllion by
t he year 20007

A | don't know.

Q You don't know. Are you famliar with MAD s

i ntegrated water demand forecasting docunents published
in April of this year?

A I am | don't recollect, and I don't have in
front of nme that table.

Q Al right. If | represent to you that that

nunber, that 1.6 nunber, is contained in that table and

you ran your nodel assum ng that |ocal agencies would
have 1.6 instead of the 1.3 mllion assunmed in your
runs, wouldn't this also tend to reduce this varying

| ength of shortages predicted in your testinony?

A Well, yes, it would. But again, | would enphasize
to you that this proceeding nmust be based on the best
avai |l abl e factual evidence and the best avail able
assunptions, and | would ask that | -- | woul d suggest
that 1'mnot the right witness to ask those questions.
Q ' masking you about your nodel. [|'mnot asking
you to verify those factual assunptions. 1'm asking
you to verify what the nodel would do given ot her

i nformation.

A It would predict a | ower econom c damage cost.
Q Because the shortages woul d be of a shorter
duration and |less of the year. Al right.

Turni ng back to Table C of your witten testinony
for a noment. Doesn't your analysis assunme that MAD
never buys any nore, and | am quoting here from your
fourth colum, "Potentially exportable water than L. A



requests in a given year"? And before you answer, |et
me give you an exanple. [|'ml ooking here at your

simul ated year 1952. In that year, according to the
simul ation, L.A DW needed only 17,000 acre-feet of
additional water from MAD, but there were 285, 000
acre-feet of potentially exportable water.
Nevert hel ess, your analysis assunmes that MAD woul d buy
only the 17,000 acre-feet requested by L.A

So ny question to you is isn't a nore reasonabl e
assunption that MAD woul d buy extra water when it is
able to bank that water for future years?

M5. GOLDSM TH: (njection. There must have been a
conmpound question in there somewhere. |If there wasn't,
it was so long that it was inpossible to foll ow

MR, HERRERA: Two mi nutes.

M5. KCEHLER  Thank you.

Q BY M5. KOEHLER Have | correctly stated --

HEARI NG OFFI CER DEL PI ERO.  Sust ai ned.

Q BY M5. KOEHLER Have | correctly stated the
simulation for 1952?

A BY DR WADE: | can't answer your question.

decline to answer your question because your question
requi res nore hydrol ogic knowl edge than | have. These
runs were nade for us by DWR and provided to nme and
frankly, ny know edge of DWRSIMis about what's on this
tabl e.

Q " mnot asking you to tal k about DWRSYM
assunptions. |I'mjust asking you to tell us what's on
this table.

And as | read this table, since | don't know any
nore about DWRSI M than you do, that's how it appears to
ne.

A That's how it appears to ne. | decline to
interpret it as you do. | just decline to interpret

it. 1 don't know what a reasonabl e pl anni ng assunption
is on that point.

Q " mnot asking you what a reasonabl e pl anni ng
assunption is. |'m asking you about the assunption
that's evident in this table.

If you look at the third columm, additiona
requested water fromL. A is 17,000 acre-feet. If you
ook to the fourth columm, 285 are available. And if
you |l ook at the fifth colum, it is assunmed that only

17,000 acre-feet are purchased. |Is that correct?

A Yes.

Q Does that appear to you to be a reasonable
assunption about the way MAD woul d operate?

A | don't know how their water operators operate. |
can't answer the question.

Q Perhaps I'm not being clear. |'mnot asking you
how they do operate. |'masking you if this appears to
be, these three colums, if that appears to be

reasonabl e.

M5. GOLDSM TH: (njection. Asked and answered.

HEARI NG OFFI CER DEL PI ERO. Overruled. It hasn't
been answered.

DR. WADE: The answer, Sir, is | don't know It
woul d depend on whet her or not there was storage



available in the south to put the water into. It would
depend upon a host of questions that are beyond ny
expertise.

HEARI NG OFFI CER DEL PIEROC. Now it's been
answer ed.
Q BY M5. KOEHLER Let ne ask you anot her questi on,
Dr. Wade. Would you agree with me that it is
reasonabl e to expect water agencies such as MAD to bank
water in wet years for use in dry years?
A BY DR. WADE: Yes.
Q Is it possible that MAD woul d react to new water
supply requests from Los Angel es by banking water from

wet years for use in dry years rather than by causing
shortages to its custoners? |Its other customers?

A Yes.

Q If you ran -- and let me go back. You did assune
that the nunbers that resulted fromthis chart -- we
established this earlier, | believe, that the 24,000 --
t he 24,000 annual average reduction in supply to L. A,
this did drive, in certain respects, your economc risk
nodel results, right?

A Yes.
Q If your econom c risk nodel were wong, assum ng
contrary to what appears to be on Table C, that MAD

woul d bank water in wet years for use in dry years,
would that -- wouldn't that tend to decrease the
shortages predicted by your testinony?

A The econonic risk nodel, by the way, has the
Southern California reservoirs systemnodeled in it,
and it assunes withdrawals fromthe reservoirs.

Q But we're -- this was a basic input to your nodel,
wasn't it? This 24,000 average annual shortfall?

A Yes.

MR HERRERA: It's been 20 m nutes.

M5. KOEHLER | request an additional ten mnutes
M. Del Piero. I'malnost through, and | think this is
extremely inportant testinony.

HEARI NG OFFI CER DEL PI ERO. G anted.

M5. KCEHLER  Thank you.
Q BY M. KOEHLER: To the extent that the 24, 000
average annual reduction in supply can be replaced or
nostly replaced by the sources we've been di scussing,
potentially avail able additional Col orado Ri ver water,
i ncreased MAD conj unctive use of groundwater storage,
addi ti onal |ocal supplies, Central Valley water
transfers, isn't it correct the possibility of
shortages to MAD's custoners due to the | oss of Mno
Basin water could be substantially less than predicted
in your testinony?
A BY DR WADE: No. The -- they could be |ess.
Substantially is a value judgnment on your part, if I
may suggest, and the reason being is this. Two
points. First of all, the quantities of water that
you' ve discussed with respect to the Col orado River,
| ocal avail abl e changes, are -- add up to -- they're
not additive in fact -- but they would add up to
several hundreds of thousands of potential water that
Metropolitan, of course, is hurrying to, you know, to
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try to get their hands around.

But the other thing is that the natural hydrol ogic
sequence on the -- on the nountains, the water supply
that falls on the nountains, is nuch |arger than that.

In other words, the natural variation in water supply
isinthe mllions of acre-feet.

Q O course.

A So that Metropolitan cannot hope to repl ace or
elimnate all risk of shortage by these hundreds of

t housands of acre-foot changes.

And the second point --

Q Excuse ne. You're not answering ny question, so
why don't | clarify it for you.

We're not tal king about elimnating all risk of
shortage. W're tal king about the increnental shortage
caused by the average annual 24,000 acre-feet caused by
the Mono Basin -- the potential Mno Basin diversions.
That's all we're tal king about here. That's what these
proceedi ngs are about, so let's confine ourselves to
t hat .

Your analysis -- 24,000 average annual acre-feet
is what we're tal king about in your analysis. This is
your numnber, if I'"mcorrect. This is assum ng that the
State Water Project can only supply one-third of the
shortfall that's, you know, that may be attributable to
Mono Basin. So we can't hope here to elimnate
shortages for the entire Metropolitan water service
area. That's not what we're doing here.

We're tal king about additional, the increnent, 0.7

increnment in the sufficiency ratio that's -- that you
have said is attributable to a potential reduction in
Mono Basin supply.

So when you add up all of the other sources of
wat er that we've been discussing, ny question to you is
that given the natural hydrograph, because after all,
the 24,000 acre-feet figure is an average annual over
50, 20-year sequences. Isn't it possible that if there
wer e anot her 300,000 acre-feet of Colorado River water,
and anot her 200, 000, you know, of |ocal supplies, and
anot her 200,000 at a minimumfromwater transfers, not
to say how many ot her acre-feet available from
Metropolitan's own conjunctive use prograns. Isn't it
possi bl e that on an average annual basis, that woul d
deal with the 24,000 acre-feet shortfall from--
resulting fromthe Mono Basin change in supply?
A The I ogi c of your question would be that all of
t hese hundreds of thousands of increnmental acre-feet of
wat er that you enunerated woul d be superfluous, al
they would need to find is the 24,000. But, in fact,
that is not the fact --
Q The aver age annual
A -- that is not the fact. It would, as |'ve
testified in response to your questions, |ower the
econom ¢ damages associated with the incremental 24,000

but, in fact, as | stated, if you found 300, 000
acre-feet of water, it would | ower the nunber from $96
mllion, 300,000, it would lower it to 28 mllion



dollars, but it doesn't disappear, the nunber. The 24

or the 40,000 acre-feet is the increment at the end

whi ch remains there under all circunstances.
Metropolitan is an unreliable water system an

i ncremental 24,000 acre-feet of l|ost diversions from

Mono Lake has sone neasure of economic cost. In our

assunptions in the nodel, we estimted 96 or $97

mllion as the mdpoint. If | want to adopt some of

your nunbers, 1'Il lower those in ny oral testinony

here by several tens of mllions of dollars. The point

being is that they don't disappear, which is the

| ogi cal direction of your questioning.

Q They don't disappear. They do |ower. |

under stand that.

There are about 20 mllion people in that service
area in Southern California. |Is that about right?
A Yes.
Q Soif -- I"'msorry. Wat was the last figure you
gave? Assuming that your costs lowered -- did you say
58 or less mllion dollars?
A Somewhere in there would be responsive to the
tenor of your questions.

Q So ny math isn't what it should be, Dr. Wade, but
if you take that 58 mlIlion and divided by the 20
mllion people in that service area, we're talking
about 50, 25 cents a nonth, aren't we? On an annua
basi s?

A No. As a matter of fact, the Jones and Stokes
nunbers which were put into the record were $1.8
mllion, and that works out to 16 cents a household a
year as their estimte of econom c damages. And, in
fact, nmy $97 mllion nunmber, which I've -- was in ny
direct testinmony, works out to $16 a househol d a year
so if | reduced that, say, by 40 percent, then reduce
it to $10 a household a year.

Q VWhich is a few cents a nonth? Mybe a dollar a
nmont h? Sonething |ike that?

A Yes. It's a very plausibl e-soundi ng nunber.
Q kay.
A It relates to -- | won't take your tine.
Q Thanks.
| have just a few nore questions. Isn't it
correct that L.A DW is using its rate structure as a

way of conserving water?

A Yes. No. Conserving is not the right word. It's
using its rate structure in shortages to reduce
consunption of water.

Q Isn't your testinony that L.A. DW is not
attenpting to encourage its custoners to conserve water
through its rate structure?

A I would rather just sinply say they're encouragi ng
their custoners to reduce water in tines of shortage

Q Al right. Wuld you agree that -- and this goes
to some of the questions M. Flinn asked you earlier

Is it correct that water has different costs for
different types of people, that one user may be willing
to pay a greater cost for water than others?

A Yes.



Q Is it also true that pricing programnms, such as the
one adopted by the City of Los Angeles, are sensitive
to and account for these -- the selectivity differences
bet ween consuners?

A Yes. Implicitly.

Q Isn't it also correct that the contingent

val uation estimates for the shortage costs tend to

i gnore those selectivity differences and assune t hat
one cost is applicable to all water users?

A Let nme answer first. | think Richard wll
probably have a better answer, but -- the -- two
answers. The contingent eval uati on nunbers represent
the nmedian willingness to pay. So half of the people
woul d pay | ess and half of the people would pay nore.

I think that's consistent with your -- | think that
doctrine is probably consistent with your argunent.
Some will pay nore. Some will pay less. W represent
t he nmedi an

Q I"mnot sure you understood ny question. Is it
your testinony, then, that the contingent valuation
service such as the one conducted by Dr. Carson a
nunber of years ago, that those nunbers account for
selectivity differences, the different cost val ues of
water to different custoners? |s that accounted for in
the contingent valuation study the way it is accounted
for with the precision its accounted for in the

pricing?

A BY DR CARSON: | should say both studies take into
account the differences in the value of water in
somewhat different ways. [It's not actually that the
L.A -- the Giffon report nunmbers actually take

account of it in a sonewhat inconsistent manner, and
t hose nunbers are incorrectly estimted --

Q I"msorry. | have not asked you about the Giffon
panel --
A Those are the pricing nunbers. And to answer your

guestion of how it takes account of those things, one
has to get into how those nunbers were actually
cal cul at ed.

Q I"msorry. |'mnot asking you about how those
nunbers were cal cul ated. |'m asking you conceptually
about the contingent val uation approach versus a

pricing approach. Those are different approaches in
calculating costs. |'mnot asking you about any
person's particular calculations. That's really not
rel evant.

A There's not a so-called contingent val uation
approach versus the so-called pricing approach. The
scenario in the contingent valuation survey envisioned
a percentage cut back froma base along the Iines of
what M. Flinn said happened in Palo Alto.

Anot her way to reduce water demand is to put an
i ncreasing block price structure.

Q Exactly. M question is --

HEARI NG OFFI CER DEL PI ERO. Ms. Koehler, if you
need an additional ten m nutes beyond the ten m nutes
you' ve al ready requested, it's granted.

M5. KOEHLER: | appreciate that, M. Del Piero. |



am hoping to be finished very shortly.

Q BY M5. KOEHLER M question to you is about those
two approaches. Do they account for custoner
selectivity in precisely the sanme manner?

A BY DR. CARSON: No, they don't.

Q Are you -- you are famliar with Dr. Henninen's

testinmony regardi ng the use of contingent valuation in
situations whereas here we have a pricing structure in
place. Are you familiar with that testinony?

A I"ve read Dr. Henninen's testinmony, yes. |If you
want to -- you're going to make a specific statenent

before I can react to it.

Q ["mjust trying to make sure --

A Yes. 1've read his testinony.

Q Are you aware of Dr. Henninen's view that where

pricing nmechanisns are in effect, and I want to
enphasi ze that, we're not tal ki ng about the abstract,
but a situation where a pricing mechanismis in effect,
that in that situation, contingent valuation estinmates
are |l ess accurate. 1'mnot saying they're usel ess.
|'"msaying they're not as precise --

VMR BIRM NGHAM  Excuse ne. M. Del Piero, |
wonder if | could ask for an instruction that the
witnesses wait until Ms. Koehler has finished her
guesti on before they respond to her.

HEARI NG OFFI CER DEL PI ERO  The witnesses are so
i nstructed.

M5. KOEHLER:  Thank you, M. Birm ngham How
chi val rous of you.

MR BIRMNGHAM It has nothing to do with
chivalry. It has to do with trying to have a good,

conpl ete record and responsi ve answers to questi ons.
HEARI NG OFFI CER DEL PIERO. Ms. Anglin is a very
capabl e Reporter and as far as | know, she's not
capabl e of taking the testinony of two people at the
sanme tinme.
Q BY M5. KOEHLER  Yes. Let nme go back.
Are you aware of Dr. Henninen's view that where a
pricing mechanismis in effect, the contingent
val uation estimates are | ess precise an indicator of
the selectivity notion that we've been discussing than
t hose estimates?
A BY DR CARSON:  You've now actually finished your --

I thought you had finished your statenent, | have to --
guestion. | have to apol ogi ze.

You' d al nost have to read M chael Henninen's
statenment on this question because that would have to

be either an inconplete or an inaccurate statenent of
his belief on this matter, and that is because there,
as | said to your previous question, there is not a
so-cal | ed contingent valuation approach to this and a
so-cal l ed pricing approach to this.

This is a distinction between what was stated in
the contingent val uation scenario and the work that
Robert Mtchell and I did. You could have just as
easily in that contingent val uation scenario posed to

peopl e a block pricing structure in which case there



woul d be no reason to expect one approach to be
i nherently nore accurate than the other. And given
that the prices estimated in the Giffon report are
conmpounded with a massive advertising canpai gn, one
woul d expect that the contingent val uation scenario
i npl enenting a pricing structure to produce the nore
accurate results.
Q Agai n, | haven't asked you about the Giffon
nunbers. |'mnot focused on a particul ar set of
nunbers.

| do believe fromyour own testinony there are two
di fferent approaches.
A There are two different approaches, but the
approaches had to do with how the shortage is
i npl enented, not to contingent val uation
A BY DR WADE: | shoul d enphasi ze --

HEARI NG OFFI CER DEL PI ERO.  Thank you,
M. Birm ngham

Pl ease proceed, Ms. Koehl er
Q BY M5. KOEHLER Is it your testinony, then,
Dr. Carson, that to the contrary of what | have asked
you, that the contingent val ue approach that you used
is going to be the sane as or nore accurate in a
predi ction of what people -- what different types of

consunmers are willing to pay for water in a shortage,
t hat your approach is going to be nore accurate than a
pricing structure?

A BY DR CARSON: | guess | -- | guess |I'mnot -- sort
of -- if you're saying are -- you nean, the contingent
val uation estimates are solely the estimtes of what --

that were done in the specific study, the
Carson-M tchell 1980 study.
Q And that study was done in a situation where there
was no pricing mechanismin place; isn't that correct?
And that study was done with regard to all water
users --
A Correct. But --
Q Dr. Carson, that's a straightforward question.
Either there was or was not a rate structure in
pl ace --
A Most cities had an increasing block price
structure in effect. Wat that study did was pose a
situation where water would not be available at the --
10 percent of the water or 30 percent of the water
woul d not be available at a price.

MR, FLINN:  ©Madam Reporter, would you mark that
answer, please?

THE REPORTER: Sure.
Q BY M5. KOEHLER  While we're tal ki ng about that

study, Dr. Carson, that was conducted for California --
that was conducted throughout the entire state; is that
correct?

A BY DR CARSON: Yes. There were 1500 interviews done
in Southern California and 500 done in Northern
California.

Q Al right. So the nunbers that resulted fromthat
study do not necessarily reflect the choices of
consunmers in the L.A. DWP service area; is that



correct? Wat they would pay for water in shortages?
A There was a very | arge nunber of people
interviewed in the L. A service area and those -- that
data has actually been made publicly available in an
earlier Board hearing and a separate estimate fromthat
data could be obtained fromthe Board, specifically the
L. A. service area
A BY DR WADE: Excuse ne. | want to add an answer to
that, as is nmy prerogative.

| was the project manager of the survey, and the
survey was designed to sanple 1500 people in Los
Angel es and 500 people in Northern California to
conpare the differences between north and the south to

see what they were, that -- those differences were
i nconsequenti al
Q | didn't ask you if they were inconsequential. |

asked about the nunmbers, and nmy question to you now is
the nunbers that have been used in the ERM | assune are
t he nunbers not just for the L. A service area, but for
the entire state?
A Correct.
Q Thank you.

MR BIRM NGHAM Can we recess, M. Del Piero?

HEARI NG OFFI CER DEL PIERC  We're in recess for
ten mnutes.

(Whereupon a recess was taken.)

HEARI NG OFFI CER DEL PI ERO  Ladi es and Centl enen,
this hearing will again come to order

M5. KOEHLER: How nuch tinme do | have left?

HEARI NG OFFI CER DEL PI ERC You have seven
m nut es.
Q BY M5. KOEHLER Let's talk just a little bit nore
about contingent val uation versus pricing. Aml
accurate in stating that contingent valuation as an
approach to determ ning what people will pay for water
deals primarily within the hypothetical realnf?
A BY DR CARSON: Yes. It asks people what they would
be willing to pay to a projected future situation
Q So by contrast, a pricing regine is --

A Esti mat es how peopl e responded to a past actua
situation.
Q Preci sel y.

A BY DR WADE: | might add to that that a contingent
val uation survey is carefully structured and desi gned
to ask people how they woul d behave as if there were a
price. 1In other words, the intent is not sinply a
consumer survey. The intent is a very structured
anal ytic device trying to mmc the effect of a price.
Q Thank you. | appreciate that clarification

The point I'minterested in is clearly contingent
val uati on as an approach is very valuable in the
absence of a real world pricing structure. It's used
to predict how people would act given a hypothetica
scenari o?

A Correct.
Q Al right. 1Is it correct, then, that where you do
have a real world pricing structure, the way people

respond to that structure is going to be a nore



accurate indicator of what they are willing to pay than
a than contingent valuation survey?
A BY DR. CARSON:  No.
Q Ckay. | may regret this, but why don't | ask you
to expand on that answer?

MR BIRM NGHAM  There's the invitation.

HEARI NG OFFI CER DEL PIERO. |, too, M. Flinn
Q BY M5. KOEHLER If | could add the qualification

that you do so briefly.

A BY DR CARSON: Yes. The distinction -- and this is
why bot h approaches can be useful, the pricing approach
assunes basically that people have |argely perfect

i nformation about what the situation is, and the
contingent valuation survey |ays out exactly what that
information is. And so to the extent that there are
adj ustments, you can often get a difference between the
two answers to the extent that people's behavior's
changi ng and ot her economic factors are changing. The
pricing approach is always | ooking at past behavi or

The contingent valuation survey is trying to predict
future behavior, and a priority you can't say which is
going to be the nore accurate.

Q Al right. Thank you.

Dr. Wade, going back to our earlier discussion
about the econonmic risk nodel, | just want to nake sure
that we all have the nunbers you suggested. If -- |
beli eve you said that if we assumed an additiona
200,000 acre-feet were available to MAD, that that
woul d reduce your cost of shortage estinmate down to 58
mllion annually.

A BY DR WADE: 57 nmillion.
Q 57 million. And can you tell us how that woul d be
reduced if you added 300,000 acre-feet? | believe you

said 28 mllion, but I'mnot sure.
A | did.
Q 28 million. Al right.

Then, let me ask you, Dr. Wade, finally, about
your Table B. M understanding is that, and pl ease | et
me know if |1'm characterizing your testinony accurately
t hat one of your concerns with the Jones and Stokes
approach was the statistical rigor of their supply
anal ysi s.

A BY DR. WADE: Yes.

Q And is it correct that you renedi ed what you
perceived to be an error in their approach by running
50 or 52 20-year sequences to cone up with a nore
accurate supply scenario?

A Yes. And we renedi ed one or two other things as
wel | .

Q Al right.

A We have variability on the demand side as well as

variability on the supply side.

Q So, then, is it correct, then, that you believe
that -- I'mlooking at Table B now, the simulation of
Jones and Stokes water supply planning nodel, the
second colum, that is a nobre accurate representation
than the Jones and Stokes estimate of -- and here I'm
tal ki ng about the average annual delivery of L.A



aqueduct water?

A | would rather state it as that's our estimte,
which is shown on Table A, which also shows the range
and the standard deviation. |In other words, there are
some statistical neasures that describe our nunber
there. | know the statistical neasures attached to the
Jones and Stokes nunbers. Your question was which is

nore accurate?

Q Let me revise ny question, Dr. Wade. \Which set of
nunbers do you believe this Board should use in maki ng
its decision?

A Oh. There, | believe there is no doubt. |
believe this Board can only rely on nunbers that cone
froma reasonabl e sinulation

Q Al right.

A And that the sanpling procedures used by Jones and
Stokes is an inadequately scientific based approach

Q Isn't it correct that your revised analysis
indicates that the incremental inpact in terns of water
supply is actually less than that suggested by Jones
and Stokes' analysis? Here | nean the inpact of going
fromthe point of reference scenario to the 83.5 foot
alternative.

A Is actually the last part -- which you nean, |
bel i eve, their nunber is 40,000 acre-feet?

Q 42.

A And our nunber --

Q And yours is 347

A Yes. | would, in fact -- I, in fact, | ooked at
that and inferred that the difference nust be in the
statistical noise and paid no further attention to it.

M5. KOEHLER:  Thank you. |1'mfinished
HEARI NG OFFI CER DEL PIERO  Thank you very much.
Ms. Scoonover or M. -- M. Scoonover.
M5. SCOONOVER: | have a few questions.

CROSS- EXAM NATI ON BY Ms. SCOONOVER
Q Good nmorning. My nane is Mary Scoonover, and |'m
an attorney representing the State Lands Conm ssion and
the California Departnent of Parks and Recreation.
I have a few questions for you first, Dr. Carson
and then a few for you later on, Dr. Wade.

Dr. Carson, you testified you have extensive
experience in val uing non-market groups. |Is that
correct?

A BY DR CARSON: Correct.

Q And that you' ve worked on such issues as the O ean
Water Act, drinking water safety concerns, groundwater
aquifers, and a variety of other issues?

A Correct.

Q Wul d you say that you are an expert in these

fields?
A Yes.
Q You are an expert in the field of groundwater

assessment, clean water, clean air?

A In the environnmental aspects.

Q So you're an expert in evaluating in the
non- mar ket val ue of each of these el enments?



A I"man environnmental econom st within that field.
My sub field is the valuation -- the non-narket

val uation of those issues.

Q kay. So as | understand it, then, you rely on
others to determi ne the scientific underpinnings for
your econoni ¢ assessnent ?

A Correct. We take those as given fromthe
scientists.

Q Ckay. | believe you testified that the raw
househol d wi | I i ngness to pay nunbers suggest that
public trust benefits increased substantially as one
nmoves from a seriously degraded Mono Lake ecosystemto
a viable Mono Lake's ecosysten?

A Correct.

Q So the viability of Mono Lake is not sonething
that is -- let me rephrase that.

So your econom ¢ assessnent, then, depends on at
what | evel Mno Lake is viable. 1Is that --
A Right. This is defined -- yes. | should say --
Q | appreciate your restraint. | have a couple of
nore questions and that may give you an opportunity to
fill in the answers which you wi sh to give

If, for instance, the information presented in the
survey that you've discussed with M. Flinn actually

cont ai ned sone misstatenments of the inpacts to | ake

| evel on particular elenents, would that, then, change
your analysis of the market value of these el ements?
A Yes.

Q Thank you.

Dr. Carson, who do you believe is in the best
position to determne the costs to Metropolitan Water
District of supplying additional water to its service
area?

A My perception here that probably Metropolitan has
a staff of people who do this.
Q Thank you.

I noted that there were -- that the Draft
Envi ronnental Inpact -- in your witten testinony, you
noted that the Environnmental |npact Report
underesti mates the demand of water during hot years.
I's that correct?

A Yes.
Q Are you al so aware that the Draft Environnental

| mpact Report is based on the Los Angel es Urban Water

Managenment Pl an and actual |y underesti mates the anount

of conserved water because it does not include the

potential water savings fromthe inplenmentation of best

managenent practices?

A ["mnot actually that familiar with the L. A water

plan so -- | just --

Q That's fine. |1 won't ask you any nore questions.
You al so testified that the Draft Environnenta

| mpact Report contains an optimstic estimate for the

yield of water reclamation. 1s that accurate?

A Yes.

Q | assunme you're -- would you like to expand a

little?

A That's from sone specific projects which are



effectively rated as al ways yi el ding 100 percent of
project yield. And what happens is that operationally,
that tends to be an inpossibility.

Q Are you aware that there are neasures underway to
expand t he success of water reclanmation?

A | presunme that there are, yes.

Q Are you aware of the Department of Health Services
and the Departnent of Water Resources' investigation
into the potential for potable reuse of fully treated
reclai med water of which the State Water Resources

Control Board is also participating?
A | amfamliar with sone aspects of this program
and do understand that there are investigations

underway for this purpose.
Q Thank you. That's all | have for you, Dr. Carson.
Brace yourself, Dr. Wade. | don't have that many
guestions, Dr. Wde.
You nmentioned you were using -- you mnentioned
several times the use of Departnment of Water Resources

economni ¢ ri sk nodel ?

A BY DR WADE: Yes.

Q | believe you al so nmentioned that the assunptions
concerning local water supply and average demands had

been updated by DWR Bul l etin 16093?

A Yes.

Q Are you aware that DWP Bulletin 16093 is not yet

avai l able to the public?

A Yes.

Q This was the best information you had to use at
the tine, | presune?

A Yes.

Q Are you aware that these nunmbers may change and
that they -- are you aware that these nunbers may
change, that this is a non-published draft on which you

rely?

A Yes. The nunmbers were provided to us in March, as
| recollect. As a matter of fact, they have changed.
The demand nunbers have changed, they have gone up
slightly fromthe version that we used.

Q And as | understand it, the draft for publishing
this report will be public next nonth, public hearings
in January and February, and then a final version to be

publ i shed sonetime in the spring. |Is that al so your
under st andi ng?

A " munaware of the cal endar.

Q But are you aware that there will be a nunber of
opportunities for nodifications or at |east public

comment and potential nodifications before the draft is
finalized sonmetine within the next cal endar year?
A Yes.

Q I"mal nost afraid to utter the words "DWRSIM " but
["Il assure you that ny know edge of DWRSIMis fairly
l[imted as well. And so | have one fairly basic
question, and that is would you agree with ne that

DWRSIMis the subject of sonme considerable controversy?
A No. | wouldn't agree with you on that. Do you
want ne to el aborate?

Q Let me try one followup question, and if that
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doesn't get it, you can help nme out.

DWRSIMis a widely accepted nethod with which to
project State Water Project supplies. |1s that your
contenti on?

A Yes.
Q Are you aware of organi zed or individua

opposition to DARSIM as it currently exists?
A Do you -- I'"munaware of that. Do you literally
refer to the nodel or to the assunptions running the
nodel ?
Q Both or either.
A I think you actually refer to the latter, the
assunptions. And it was reported in the press | ast
week wi de di sagreenent about the assunptions being used
in the nodel leading to estinmates of between a mllion
and three mllion acre-feet of reduced diversions
t hrough the delta based on those assunptions. Not,
however, based on the nodeling al gorithns.
Q So you woul d agree with nme, then, that the
assunptions on which the nodel was based or upon which
the nodel is run are, at tinmes, controversial?
A | would only agree with you that they were
controversial |ast week.
Q That's fine. Thank you.

You spoke with both M. Flinn and Ms. Koehler --
A I would al so add to that that that controversy
reveal s a very fundanental problemin the water

bureaucracy right now The nodelers can't agree what
the effects of the EPA standards are, the Endangered
Species Act, and other limtations. |In short, the

wat er bureaucracy is flying blind into these policy
decisions with respect to what the effect of these
policy decisions mght be on the water supplies for the
future. 1In short, uncertainty is ranmpant. Reliability
is down fromwhere it was.

Q | think we'll nmove on. Thank you.

You spoke with M. Flinn and Ms. Koehl er about
Metropolitan Water District's alternate supplies of
water. And by "alternate,” | mean apart fromthe State
Water Project. 1'd like to continue with that |ine of
inquiry and specifically ask you a few questions about
the California, Arizona -- the Central Arizona
Proj ect.

Are you aware that the Central Arizona Project was
determi ned to be substantially conplete as of Cctober 1

this year?

A Yes.

Q And that after 25 years of construction, the
project was conpleted at a cost of some $4.0 billion?
A " munaware of the cost.

Q Are you aware that the governor of the state of

Arizona assenbl ed a 34-nenber task force and charged it

wi t h devel opi ng recommendati ons to assure the long-term
viability of the Central Arizona Project?

A |"mspecifically unaware of that, but I'mwlling
to assune it.

Q And are you aware that this task force has cone



out with its recomendati ons as of Cctober of this

year ?

A No.

Q You referred earlier to an agreenent between the
farnmers and the Central Arizona Project where the

farmers woul d purchase water for approximately $15 an
acre-foot fromthe Central Arizona Project.
A Yes.

Q Is this an agreenent that you know about in
detail ?

A It's not -- | think I finally recounted npst of
the facts | know about it.

Q Do you believe that a cost of $15 an acre-foot for
wat er woul d be enough to even cover the annua

operation and nai ntenance costs on a $4.0 billion
facility like the Central Arizona Project?

A | do not know, but | would be willing to stipulate
to that.

Q Do you know or are you aware that the governor has
recomended that the Arizona Departnment of Water
Resources study arrangenents at California and Nevada

t hat unused entitlenent and canal capacity to store

water in Arizona in exchange for the right to increase
Col orado R ver diversions?

A ' m somewhat vaguely aware of that, yes.

Q Do you believe that this, along with some of the
other projects that you've discussed with Ms. Koehl er
and M. Flinn, | believe, the |1 D Conservation Project,
Coachella and Al Anerican Canals, Palo Verde test fal
on program that in conbination, those prograns an
adequate to assune a 1.2 mllion acre-foot supply for
the Metropolitan Water District through its Col orado
Ri ver aquifer?

A No. You can't assune that.

Q So your figures, your study, are based on

approxi mately 600, 000 acre-feet annual average supply?
A 626, and | gave you nunbers to suggest how
additional firmyield on the Col orado Ri ver aqueduct
woul d reduce our estinmated danages or benefits of added
liability.

Q And these figures are without including -- or

wi t hout considering the governor's Central Arizona
Project Advisory Committee report?

A These figures have nothing to do with that.

Q Thank you.

Wthin the State of California, the Metropolitan
Water District has been active, | believe, in trying to
secure water sources outside of the State Water Project
and outside of its Colorado River aqueduct. |Is that
accurate?

A Yes. As have other urban water agencies.
Q And is it accurate that in 1991 Metropolitan

purchased 215,000 acre-feet at $175 dollars per
acre-foot fromthe governor's drought water bank?
A As | said before, | believe that's true

Q And in 1992, Metropolitan purchased 10, 000
acre-feet at $72 per acre-foot fromthe governor's
drought water bank?



A ' munaware of what they did in 1992.

Q | believe you testified you had concerns about
continued water transfers that woul d occur through the
delta. |Is that accurate? Have | stated that
accuratel y?

A Yes. M concerns fromny direct testinony and
fromny responses this norning are two. A, Nunber One,
there is not the denonstration that there will be the
regul atory and physical flexibility to assure such
transfers, and there is a |lot of work, as everyone in
this room knows, that needs to get done before one can
be certain that transfers will deliver us fromthe

probl ens of Southern California water demand.

And Point Two, the inportant point, is that the
Draft EIR the record upon which this decision nmust be
made, is absolutely noot on the increnmental inpacts to
the delta of any transfers. So, therefore, if you want
to assume nore transfers which, as an econom st, |
woul d support as good public policy, the docunent has
got to deal with that.

Q I"'minterested in water transfers fromthe Central
Val | ey using groundwater storage facilities south of
the delta. Are you famliar with Metropolitan Water
District's agreement with Sem - Tropi c Water Storage
District?

A No.

Q Wth -- are you famliar with Metropolitan Water
District's agreement with the Dudl ey R dge Water
District?

A No.

Q Are you famliar with Metropolitan Water
District's agreement with Areias Dairy Farns?

A Yes.

Q Have you anal yzed t he anount of potential
conjunctive use prograns; that is, using groundwater
storage facilities south of the delta areas, in areas
south of the delta, to potentially neet sone of

Metropolitan Water District's future water needs?
A No. And your question, if | may, begs an answer.
In a certain very real sense, | would not be the
right person to ask that question to. There is --
there are studies ongoing across the state by a handfu
of very well-informed people. It would be those
peopl e, when they conplete these studies, that
deci sions such as this Board makes nmust rely on. Those
studies aren't done. Those nunbers aren't out there in
the record, or they would have been in our data base.
And ny testinony -- or any other w tness that
conmes up here, about these things, except for soneone
specifically informed who can provide factual evidence
as to whether the facts are, when the timng is, and
the certitude of these nunbers are, these acre-feet
nunbers, those are the only things that | woul d assert
this Board can rely on. M testinony, and yes-and-no

answers to your questions are noot, | would assert.
Q Let me get alittle nore specific, then, as far as
what is certainty and what is still just conjecture in
south of the delta storage, your Metropolitan Water
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District.

Are you aware that Metropolitan Water District has
entered contracts to conjunctively use water storage
facilities of water districts within the Central

Val | ey?

A I am unaware of the status of Metropolitan's
contracts. | amaware that there is an abundance of
studies going on trying to evaluate and estimate the
significance in terns of water of conjunctive use.

M5. SCOONOVER:  Thank you. | have no nore
qguestions, M. Del Piero.

HEARI NG OFFI CER DEL PIERO  Thank you very much,
Ms. Scoonover.

M. Frink?

MR FRINK:  Yes.

HEARI NG OFFI CER DEL PIERC Wit a second. W
don't have any other parties?

MR FRINK: | don't believe so

HEARI NG OFFI CER DEL PIERC  Go ahead, M. Frink.

CROSS- EXAM NATI ON BY THE STAFF
Q BY MR FRINK: Good norning, Dr. Wade and
Dr. Carson.
A BY DR CARSON: Good nor ni ng.
Q My first questions and nost of ny questions
actually are for Dr. Wade.

Dr. Wade, on Table B of Page 66 out of your
witten testinony that is displayed up front there, it
conpares the water deliveries and costs that were
cal cul ated by Jones and Stokes with the water

deliveries and costs that you believe are a nore
accurate estimate after maki ng sone revisions in the

approach utilized by Jones and Stokes. [Is that
correct?
A BY DR WADE: Yes.

Q Looki ng at the bottom portion of the table, that's
the portion that you prepared, correct?

A Yes.

Q If we were to subtract the 399,000 acre-feet that
is shown as being the average annual delivery of water
fromthe Los Angel es aqueduct under the 6383.5

alternative as you've evaluated it, fromthe 433,000
acre-feet of water delivered through the Los Angel es
aqueduct, that would give us a decrease of 34,000

acre-feet a year per water deliveries fromthe Mno

Basin to neet the 6383.5 alternative. |s that correct?
A Yes.
Q And | ooki ng over, then, under the col umm Average

Annual Resource Cost, if we were to subtract $184

mllion from$207 mllion, then that would give us a
cost of approximately $23 million in order to -- that
woul d be incurred if we were to adopt the 6383.5 | ake
| evel alternative under your analysis. |s that
correct?

A That's the nunmber shown on Table B, yes.

Q And you prepared Table B?
A | did.
Q kay. Are you familiar with the Mono Lake



Managenent Pl an prepared by the Departnment of Water and
Power ?

A No.

Q Are you -- are you aware that that plan is
reported to result in a reduction -- excuse ne. Are
you aware that that plan has been reported in this

hearing to result in average annual exports fromthe
Mono Basin of 45,700 acre-feet?

A " munaware of what it reports. |'ve never seen
it.

Q Do you know i f anyone has cal cul ated the average
annual resource cost to the City of Los Angel es of

i npl enenting the Mono Lake managenent plan that they' ve
proposed in this hearing?

A The only calculations I'maware of are the ones in
the Draft EIR and nmy own.

Q And those did not evaluate the average annua
resource cost to the City of Los Angel es of

i npl enenting the Mono Lake managenent plan. |s that
correct?

A My assignment, Sir, was to evaluate the Draft

EIR | did not deal with this other docunent that you
are referring to.

Q Whul d you agree that reducing water exports from
the Mono Basin to the 45,700 acre-foot per year |evel
that is estimated under the Departnment of Water and
Power's Mono Lake Managenment Pl an woul d have a resource
cost to the City of Los Angel es?

A Yes.

Q And woul d you agree that there would al so be
indirect cost to other water users in the MAD service
area frominplenenting the Departnent of Water and
Power's Mono Lake Managenent Pl an?

A Yes.

Q Dr. Carson, | believe you testified yesterday in
response to a question on cross-examnation that the
really relevant thing to exam ning in assessing the
economi ¢ cost of various alternatives is not the

absol ute covers that nmay be assigned to a particul ar
alternative, but rather the relative costs one
alternative as conpared to another. |Is that accurate?
A BY DR. CARSON: Correct. You |look at the increnental
changes.

Q Ckay. Have you eval uated the increnental changes
that -- or the increnmental costs that would be incurred
in inplementing the 6383.5 alternative under the Draft
Envi ronnental | npact Report as conpared to the Mno

Lake Management Pl an that the Departnent of Water and
Power' s proposed?

A No, I've not. Until just very recently, | had not
seen the City of L.A 's nanagenent plan

Q Ckay. Dr. Wade, in order to nmake the cost figures
in Table B of your report nore understandable, 1'd |ike
to determ ne the average annual resource cost per
acre-foot of water. Now, using the nunbers in your
simul ati on of Table B at the bottom portion of the
tabl e, you assunmed a decrease in average annual water
exports fromthe Mono Basin equal to 34,000 acre-feet.



I's that correct?

A BY DR WADE: Table B shows that.

Q kay. And the average annual resource costs of
that change would be $23 million. So am| correct in
assumng that if we wanted to get a per-acre-foot
average annual resource cost of making that change,
that we would divide $23 million by 34,000 acre-feet?
Yes.

And what nunber did you cone up wth?

$676.

Per acre-foot?

Yes. VWhich | believe is the nodel's narginal cost
for Metropolitan.

Q Al right. The Draft EIR estimated that under the

>0 >0 >

6390 foot |ake level alternative there would be 37,000
acre-feet of water avail able for export to Los
Angeles. And |1'd ask you to assune that the Depart nment
of Water and Power's Mono Lake managenent pl an
estimates that --

VMR BI RM NGHAM  Excuse nme, M. Del Piero.

Pardon ne, M. Frink, for interrupting you, but
the L. A DWP managenent plan has never been introduced
as evidence in this proceeding. It's not an exhibit.
It was actually provided to the Board in connection
with a policy statement nade by a representative of the
Depart ment of Water and Power during one of the public
pol i cy heari ngs.

There have been many questions about it, and I
wonder if, with the stipulation of opposing counsel, we
could actually identify the docunment as an exhibit
and -- so that we can have a better record.

MR FLINN:.  We certainly want it identified.

MR FRINK: That's very agreeable.

MR SMTH  83.

HEARI NG OFFI CER DEL PI ERO: Ms. Koehl er?

M. Thomas? Ms. Scoonover?

MR BIRMNGHAM Then it will be identified as
L.A DW Exhibit 83?

HEARI NG OFFI CER DEL PI ERGC.  So ordered.

(L. A DW Exhibit No. 83 was
marked for identification.)

MS. CAHI LL: And copies will be provided to the
parties?

MR BIRMNGHAM It's ny understandi ng that copies
had been provided to the parties.

MS. CAHILL: | thought you were indicating it was
somet hi ng new - -

HEARI NG OFFI CER DEL PIERO  This is the managenent
plan. | think everyone's got a copy of it. [If they
don't -- M. Canaday --

MR, BIRM NGHAM We have copies at our office that
we' Il have brought over.

MR FRINK M. Birmngham just so we're clear.
The docunent that we've just identified as L. A DWP
Exhibit 83 is this blue brochure; is that correct?

MR BIRMNGHAM That's correct. And it was the
docunent that was supplied to the Board by M. Wckser
during his policy statenent.



MR FRINK: Ckay. Thank you.

DR WADE: And | have seen that, to correct the
record, but I certainly haven't studied it. So ny
answer is | really don't knowwhat's init.

Q BY MR FRINK: Ckay. Okay. | would ask you to
assune that the Mono Basin water exports that are

predicted to occur under that plan are 45,700 acre-feet
per year. And as you recall fromyour review of the
Draft EIR the Mno Basin exports that Jones and Stokes
estimated to occur under the 6390 | ake | evel
alternative are 37,000 acre-feet per year

Now, for purposes of this question, let's assune
that both of those nunbers are reasonably accurate.
The difference, then, in water business in exports if
both estimates are reasonably accurate would be 8,700
acre-feet per year; is that correct?
A BY DR WADE: 1'll agree to that. | wasn't making
cal cul ati ons as you went al ong.
Q At an average annual resource cost to Los Angel es
of $676 per acre-foot, then an additional reduction of
8700 acre-feet per year in water exports fromthe Mno
Basin could be cal culated by multiplying the 8700
acre-foot by $676 per acre-foot. |s that correct?
A No. That woul d not be correct for two reasons.
As ny testinony has shown, that increnental water would
not be available from Metropolitan on the State Water
Project to sell to Los Angel es at $676.
Q Maybe we'll have to back up. Not | ooking at the
costs to Metropolitan, but just |ooking at the costs to
Los Angeles, didn't we establish before that the
average -- the average annual resource cost for each

acre-foot of water exported fromthe Mono Basin is $676
per acre-foot?

A No. We established that the margi nal cost for
water from Metropolitan is $676. W didn't establish
whet her or not the water was there for Metropolitan to
sell to Los Angel es.

Q Your headi ng Average Annual Resource Cost, whose
cost does that refer to?

A That's the cost to the Los Angel es Departnent of
Water and Power, but if | may, Sir, direct you to ny
direct testinony. On the page followi ng Table B, the
first sub head at the top of -- well, actually, I'm
sorry. These are oral notes.

The maj or point made there is that this Table B
revealed to ne the fatal flaw of ny, at that particular
time, and Jones and Stokes' thinking process. The
water is not shown by Jones and Stokes to be there to
sell. M testinony then went through nmy analysis in
time through the last six nonths, went through a |arge
anal ytic | oop and denonstrated that the water was not
there for Metropolitan to sell.

Q Now, as an econom st, wouldn't you agree that
virtually any resource is available at sonme cost?

A Yes.

Q Have you determ ned what the replacenent cost to

the City of Los Angeles will be for an acre-foot of



wat er exports lost fromthe Mono Basin?

A That's a very good question. The exact answer is

t hat what our analysis shows is that on the margin, the
avai l abl e resource is not there, the avail abl e margina

cost is the shortage inflicted on the people of

Sout hern California.

It's also true that on the margi n does not exi st
to the incremental reclamation project. The margin is
short age --

Q kay.

A -- because of the unreliable systemthat is the
baseline in Southern California today which any
shortfall fromthat exacerbates.

Q So it's your testinony that you cannot make up for

the water | oss fromthe Mno Basin?
A It is nmy testinony that it would increase the
short ages.

Q kay. And your shortage costs refers to costs
incurred by other water users within the Metropolitan
Water District, correct?

A My shortage cost is that incurred by all water
users within the Metropolitan service area.

Q Did you attenpt to break out the costs incurred by
the Gty of Los Angeles fromthe costs incurred by

ot her water users?

A No.

Q Was there a reason you didn't do that?

A You can't do it

Q Wul d you agree --

A You could do it, | nean, artificially after the
fact, since shortage cost arises froman estimte of

househol d wi | Ii ngness to pay, one could discrimnate

t he households within the City of Los Angeles from
those within the broader Metropolitan service area, but
it would be a neaningl ess exerci se.

Q In any event, it's an exercise you didn't

undert ake?

A | didn't undertake it.

Q Dr. Carson, would you agree that if one could
determ ne the cost for replacing an acre-foot of water
lost fromthe Mono Basin to the Gty of Los Angeles,
that the way of determ ning the increnental cost of
nmovi ng fromthe Departnent of Water and Power's Mono
Lake managenment plan to sonme other alternative which
woul d decrease exports fromthe Mono Basin by a greater
amount woul d be to subtract -- would be to determ ne
the additional reduction in exports fromthe Mno Basin
and nultiply that by the per acre-foot resource cost to
the Gty of Los Angel es?

A BY DR CARSON: | think I lost something here. Can
you repeat that question in parts?

Q Sure. Let's assune that at sone cost that can be
determ ned, you -- you have deterni ned the repl acenent
cost for an acre-foot of water [ost fromthe Mno

Basi n.

A kay. So we're assuming that water's avail able at
some nunber of dollars, say, X

Q Okay. To begin with, let's assunme $676 an



acre-foot.

A kay.

Q And assune that an alternative identified in the
EIR or el sewhere would result in reductions of water

di versions fromthe Mono Basin by 8700 acre-feet above
what the Department of Water and Power has proposed in
its Mono Lake managenent plan

A Correct. kay.

Q VWhat woul d be the annual costs using those nunbers
to the city, the annual increnental cost of noving from
what the department has proposed in the Mono Lake
managenent plan to the other hypothetical alternative?
A You' d sinply multiply -- if water was avail abl e at
$676 an acre-foot, you would sinmply nultiply the
shortfall by -- in acre-feet by $676.

Q Does 8700 acre-feet tines $676 an acre-foot equa

approxi mately $5,881,200? Does that sound about right?
A If you multiplied those together, I'mgoing to
assunme that that's correct.

Q Dr. Wade, you brought up the transfer of 106, 000
acre-feet of water fromlnperial Irrigation District to
Metropolitan Water District. Do you know what the
approxi mate cost per acre-foot was for the water
involved in the 11 D-MAD transfer?

A BY DR WADE: No. | would assune it's in the | ow
three figures.

Q | believe you were questioned earlier about a
transfer between MAD and Areias Dairy Farnms, and
probably have the pronunciation on that wong. It's
A-RE1-A-S. Are you famliar with that transfer?

A VWll, | read a short paragraph news item 1Isn't
it a fact that he agreed to sell 25,000 acre-feet or
somet hing like that?

Q The report | saw said he agreed to sell up to
35,000 acre-feet over a 15-year period at a cost of
$175 an acre-foot plus $25 an acre-foot to go toward
environnental restoration. Does that sound

approxi mately correct?

A Sounds approxi mately.

Q Assune that water is available to the Gty of Los
Angel es fromwater transfers or sone other source that

woul d not ot herwi se occur in the absence of a change in
di version fromthe Mono Lake Basin. Assune that you
could get that water for $300 an acre-foot.

Dr. Carson, wouldn't the way of determ ning the
i ncrenental cost between sonme hypothetical alternative
and the Mono Lake managenent plan be to determ ne the
difference in water exports fromthe Mono Basin under
the two alternatives and nultiply that by $300 an
acre-foot?
A Yes.
Q The ot her aspect of your Table B, Dr. Wade, was to
identify the shortage costs, and | assune that these
are the kind of indirect costs that occur as a result
of water shortages. |Is that correct?
A Yes.
Q Now, if you were -- if you were able to undertake
wat er conservation as part of a programthat was



devel oped to conpensate for reductions in Mno Basin
exports, and if that water conservation would not

ot herwi se occur except for this reduction in Mono Basin
exports, would you still have this shortage cost?

A Yes. By the explicit direction of your question.
You know, when peopl e decide to be good public-m nded

human bei ngs and use | ess water to wash their cars, to
flush their toilets, to take | onger showers, to

mai ntain their | andscape, they suffer sonme erosion in
their quality of life fromwhat they have ot herw se
known it to be. And what Dr. Carson's nunbers neasured
was the reduction in quality of life associated with

t he reduced use of water, a reduced quantity of water.
So that's explicitly the value associated wth that
publ i c-m nded conservation that you stipul ated here.

A BY DR CARSON: | can anplify this slightly. If,

i ndeed, there were not any costs associated with these
activities, then people would be voluntarily engagi ng
in these activities at the present over the Iong run
Q Assune that you can cover the direct costs of

i npl enenting the water conservati on neasures. Assune
there's mllions of dollars available to put into | ower
wat er - usi ng appliances within the house and neasures
such as that so that you can still get the sane bank
for the buck or use per acre-foot of water. Do you
bel i eve you have that shortage cost, Dr. Carson?

A Yes. Even if you were to, say, provide |owflow
shower heads, which is a good exanple of providing the
actual technology. The public clearly prefers not to
have | owfl ow shower heads. They like to sort of, you
know, get lots of water on themin the shower. They
will, indeed, at sone cost of water, voluntarily adopt
| owf | ow shower heads.

Q So is that the sort of difference we're tal king
about in terns of identifying these shortage costs?

A BY DR WADE: Yes. But to make it nore real and to
har ken how qui ckly we forget the disconfort of living
t hrough the drought, having to transport your |aundry
wat er out to keep your val uabl e bushes alive, the
having to live with an unflushed toilet. 1It's this
erosion in our quality of life that Dr. Carson has
nmeasured that |1've applied in these consuner surplus or
willingness to pay values. Your willingness to pay to
have a certain reliable water system

Q Ckay. Wouldn't this erosion in our quality of
life be a function of the specific water conservation
nmeasures that are adopted?

A Yes.
Q In terms of water reclamation, if you had the
funds available to engage in water reclanmation, do you
still see a shortage cost associated with doing that?
Does that erode one's quality of life?
A Let ne answer, Richard.

You know, on the margin of a shortage reclamation
doesn't replace the water. Reclamation is a good water

policy for the normal years. |In a short year, we need
fresh water because it is fresh water that hunman bei ngs
consunme. Reclamation is a super public policy for the



normal water years. 1In the water short years, it's
shortage that's on the margin, not reclanmation
Q But if you could inplenment additional water
recl amati on projects as a result of additional noney
that's nmade avail able, wouldn't those water reclamation
projects al so have sone effect in water short years?
A Yes. And again, to enphasize a point | nade
earlier this norning, you' re dealing here with the
concept of hundreds of thousands of potential
recl amati on versus seven-figure shortfalls associated
with the hydrologic cycle. So in other words,
recl amati on doesn't substitute for fresh water, again,
to make the point.
Q I would agree. Reclanmation would not offset al
the problens that may occur in Southern California in a
dry year but, again, what we're focusing on here or at
| east what | was trying to focus on with Dr. Carson, is
the increnental difference between inplenenting the
Mono Lake management plan and sone ot her alternative.

If you could reclaiman additional amount of water
equal to that increnmental difference, couldn't you
of fset the shortage costs, Dr. Carson?
A BY DR CARSON: There you need to | ook at basically
what the cost of the reclamation project is, but
certainly, potentially, you could, yes.

Q The cost of the reclamation project are your
direct costs; isn't that correct?
A Yes.
Q And if you could do that, if you had noney
avai l able to cover the direct costs and to save a given
anmount of water, you would elimnate the indirect
shortage costs; is that correct?
A BY DR WADE: You could also elimnate the indirect
shortage costs with desalinization if you're willing to
assune that you can site along our coasts a sufficient
nunber of desal plants to obviate any water shortages,
but you can't assune that. |It's not a plausible
engi neering or environnentally permttable assunption
It's al so not a plausible engineering assunption to
assune that reclamation will replace the denmand for
water which is rising in southern and coasta
California against a static water infrastructure, which
has been static since the State Water Project was
conmpleted in the md sixties, during which tinme the
popul ati on has doubl ed and the gross national product
has tripl ed.
Q I would ask Dr. Wade --
HEARI NG OFFI CER DEL PI ERO  Excuse ne, M. Frink.
MR FLINN. | wanted the Reporter sinply to mark
Dr. Wade's answer there.

Q BY MR FRINK Do you contend to be an expert on the
feasibility of various water reclamati on projects and
desal i ni zati on?

A BY DR CARSON: | do not.

MR, FRINK: Thank you. That's all mnmy questions.
Q BY MR SATKOWSKI :  Good norning, Gentlenen. | have
quite a few questions just to clarify your testinony



and sone others in sonme other areas.

First, for Dr. Carson, On page 56 of your
testinmony at the bottom of the page --
A BY DR CARSON: G ve ne just a noment.
Q At the bottom of the page, you discuss, under the
headi ng 12 Percent Average Annual Cost Increased
Threshol d, you tal k about -- anyway. Well, this
t hreshol d, which is based on the average L. A. DWP
i ncrease in operating costs between 1981 and 1990, in
your testinony you say that the 12 percent figure,
however, includes inflation while the water supply
project costs do not include any escal ati on or
inflation. And you go on to say that, "This conparison
of a nomnal rate of cost increase to a real rate of
cost increase isn't appropriate,” and finally you
mention that, "Correcting this problemwould result in
triggering significant water supply inpacts at |ower

| ake | evels."

A Yes.

Q How do you propose that this problembe corrected
if there is a problen?

A The straightforward way to do this is to use rea
nunbers for L.A 's costs from 1981 to 1990. That is,

take the inflation out of those nunbers so that both
the past and the future are in real ternms. And what

happens if you subtract the inflation which, | believe,
over the period was probably running about 4 to 5
percent, you'll then, you know, cut that cost increase

from12 percent down to 8, naybe a little |ower.
Q Thank you.

Goi ng on, on Page 58 of your testinony, you
nmention that the confidence intervals were omtted in
the Draft EIR analysis. Wat should the confidence
intervals be? Do you have any estimation of that?

A No. Dr. Wade has actually explicitly addressed
this. The confidence intervals on the supply side are
driven by variations in the hydrol ogic cycle and by
forecasting the |ikelihood of various water supplies as
wel |l as variation in the estimates of things |ike
denogr aphi ¢ changes and the [ ocation of people in the
future and econom ¢ grow h.

In other words, if you look at this, there are
actually a large nunber of factors each of which is a

forecast in the future, and this is the point | was
trying to make when M. Flinn asked nme, you know, are
econom sts basically wong because you're forecasting
the future. There's always basically sone uncertainty
around those estinmates, and with the water supply,
there's uncertainty froma very | arge nunber of
sources. And to get a confidence interval on the water
supply forecasts, you need to take account of the
various sources of uncertainty.

And what | suspect that you would see there is a
very -- you would get a point estimate, sort of the
best estimate, but then would you get very broad
confidence intervals. A lot of the discussion that's
gone back and forth here is sinply that a | ot of things
are uncertain and typically, you want to see that



uncertainty summarized in not just a single point
estimate, but a range.

Q But you did not do any sort of analysis, you're
just pointing out the fact that the confidence
intervals were omtted fromthe anal ysis?

A Right. Wich makes it very hard to sort of judge,
you know, is this really going to happen with great
certainty? 1s it a narrow range, or a big range? And
they're just not there, and you need those.

Q Thank you.

Down on -- under Section E, you nmentioned that the
recl amati on estimates are optimstic. Do you know
where in the testinony there m ght be sone better
estimates for reclamation?

A Yeah. | think that the Departnent of Water and
Power is actually -- has a list which I've seen which
is sort of a better estimate, | believe, in this case.

VR SATKOWEKI : Does counsel for L.A know where
these estimates are? What exhibit that is?

DR WADE: | know.

VMR BIRM NGHAM There are estinates in the
testinmony of Jerry Gewe who is one of the witnesses
that we hope to hear fromtoday.

DR. CARSON: My comment here reflects the sinple
fact that some of these projects were basically put in
at a hundred percent, assunmed to be operating at a
hundred percent of rated and just operationally, that
doesn't happen.

Q BY MR SATKOABKI:  Dr. Wade?

A BY DR WADE: L.A DW' s filed comments Table 3-LC,
Page 15, Chapter 3-L. Source to Jerry Gewe.

Q You said that was Page 157?

M5. GOLDSM TH:  Spel led G E-WE.

DR. WADE: Yes. Page 3-L-15 in the comrents.

Q BY MR SATKOWSKI: But that table wasn't presented

in-- as an exhibit directly fromL. A |s that
correct?

MR FRINK: Actually, | believe the coments that
t he Departnent of Water and Power filed on the Draft
EIR are included in one of the staff exhibits,
believe it's Staff Exhibit No. 2, but we can clarify
that later. So it would be part of the record in any
event.
Q BY MR SATKOABKI: Dr. Wade, | wanted to ask you a
coupl e of questions about your Table B which is on Page
66 of your testinony.
A BY DR WADE: Yes.
Q Up at the top of the table, there are two
headi ngs, one is Average Annual Delivery of Los Angel es
Aqueduct Water 1980 to 1990, and then the col utmm next
to it is Average Annual Delivery of MAD Water to L. A
DWP 1970 to 1990. Maybe |I'm m ssing sonething, but why
are those two tinme periods different?

A I don't know. There was no reason. Probably
because of sone availability of nunbers that | had.
Q Do you know whether or not the results would

change substantially if you were to use the sane tine
peri od?
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A | probably don't know because | probably woul d
have used the same tinme periods if | had had the

nunbers. | can't tell you why the periods are

different. There was nothing strategic in the choice,

if that's what you' re wondering about.

Q | was just wondering why they were different.
Under the col utmm Average Annual Delivery of Los

Angel es Agueduct Water, Jones and Stokes estimate, the

poi nt of reference scenario, shows 442,000 acre-feet.
For the 6383.5 foot alternative, it shows 400, 000
acre-feet, and the difference is 42,000 acre-feet. |Is
that correct?

A Yes.

Q For your simulation for the point of reference
scenari o you show 433 thousand acre-feet. For the

6383.5 foot alternative, you show 399, 000 acre-feet,
and the difference in that would be 34,000 acre-feet.
I's that correct?

A As shown in Table B

Q Al right. Could you conclude froml ooking at
these values that the incremental difference between
the point of reference in the 6385.5 alternative for
your analysis is less than for the Jones and Stokes
estimates? In other words, the inpact is less for your
anal ysis than for the Jones and Stokes anal ysis?

A I, nyself, did not conclude that. As | stated
before, | assunmed that the difference was within the

standard deviation and that there was no statistica
difference. To nme, the nost inportant nunbers on Table
B are the changes on the Metropolitan col um.

Q Ckay. Let's go on. On Page 69 of your testinony,
at the bottomof the last full paragraph, you nentioned
that Jones and Stokes assunmed that MAD coul d generally
repl ace or reduce aqueduct deliveries, quote unquote,
95 percent of the replacenent supplies would be from
MAD. |I'mnot sure if | remenber exactly what was in
the EIR Is that 95 percent of after conservation
reclamation is factored into the analysis, or is that
95 percent overall?

A I think that the remaining 5 percent was assuned
to be reclamation. The exact answer to your question

I don't recollect. The point of the paragraph is that
they sinmply assuned it was 95 percent avail abl e,
whereas if they had run the DWRSI M nodel, they would

have seen that it's not there.

Q Down at the bottom of the page, the sanme page, you
di scuss the entitlenment fromthe State Water Project,
and it's listed as 2.01 mllion acre-feet. |Is that the
full entitlenment val ue?

A That's Metropolitan's full entitlenment val ue.

Q Turning the page to Table C, which is | abel ed

Annual Los Angel es Aqueduct Deliveries and Allocation

of Potentially Exportable Water in the Year 2000 -- |et
me back up.

Before we go to that, on Page 71 at the top, you
mentioned that some of your analysis was extended to
1991 by regression analysis. What did you do there



exactly?
A Jones and Stokes provided a tine series to ne to
1989, two tine series, the point of reference tine
series and the 6385.5 tine series. As you know, that
1941-to0- 1989 period doesn't really include nmuch drought
on the eastern Sierra. That's reflected in the |onger
70- odd- year trace

W extended the tine series to '90 and '91 by
regression of those simulated results provided to us on
one of two series of actual deliveries that L.A
aqueduct provided to ne by correlating the nunbers over
15 years or sonething like that and just predicting '90
and '91. That's what we did.

Q Is the regression anal ysis sonewhere in your
testinmony or exhibits?
A It's not.
Q Can we get that regression?
A You can. It really only exists right now on a
hard drive of a conputer in ny office

MR, SATKOWSKI:  |s that okay wth counsel ?

MR, Bl RM NGHAM  Absol utel y.

DR. WADE: W tested two variables, by the way,
and chose the nore conservative that gave the higher
deliveries to Los Angel es.

Q BY MR SATKOASBKI :  Thank you

Now, going back to the table, | believe in your
testinmony that you nentioned that for the fourth
columm, which is | abeled Potentially Exportable Water
March through February from-- and that was sone
results froma run that was done for D 16307
A Yes.

Q Do you know the date of that run or the run
nunber ?
A | do not. However, it could be obtained. There

were some runs done by sonme people in CGeorge Barnes
shop for us.
Q Yes. And we'd like to get that if possible.

Now, in the heading of this table, it nmentions the
year 2000. Do you know what the |level of export and
demand was for this particular run?

A | think 3.7.

Q Now, that -- do you know what that would translate
in ternms of export demand? 3.7, | assune, is the State
Wat er Project demand?

A I think, yes.

Q Do you know what the conversion is?

A The conversion to what?

Q Do you know what the export demand is fromthe
delta? The anmount of water needed south of the delta
versus the entire State Water Project systen?

A No.

Q Now, you said that this DARSIMrun was fromD
1630. Do you know if the State Board used the 2,000
| evel of devel opment analysis in preparation of
Deci si on 16307

A No. | don't know what the state did.

Q Wbul d you be surprised to know that the State
Board did not?



A They were using the Decision 1485. 1Is that your
contenti on?

Q No. Well, what the State Board did is use a 1990
| evel of devel opment not a future | evel of devel opnment
inits analysis, so just to nake the record clear on

t hat .

Isn't it true that using a higher |evel of demand
in the DARSI M anal ysi s woul d decrease the anount of
surplus water available for export?

A Yes. But we're dealing with the year 2000 here.
Q | understand that. And if you were to decrease
t he amount of surplus water avail able, then your

table -- your Colum Four of your Table C would

change. |Is that correct?

A If you want to | ower the demand, then the
potentially exportable surplus would rise. 1s that the
point? | would agree with that. But it hinges on

what's the demand assunpti on.

Q kay. Down on Page 71, which is the third full
par agraph of that page, you nention that aqueduct
deficiencies can be nade up by water delivered any tine
bet ween March and February. 1In this analysis of
DWRSIM did you or did DAR, |l ook to see if there was
actually a capacity in the systemto transfer this

wat er ?

A It's ny understanding that the capacity was
[imting. But |I have to say for the record that that's
hearsay. On ny own authority, | do not know the answer

to your question. But yes, that's an explicit part of
what DWRSI M does as | understand it. Admttedly, only
vaguely do | understand it.

Q In the mddle of the second full paragraph, you
state that, "If we assune that the annual replacenent
wat er can be requested any tine during the 17-nonth
peri od from Cctober through February, the State Water
Project could still provide approximtely 14, 000
acre-feet.

Wy did you add in this analysis for the 17-nmonth
peri od?
A To show that it only goes up a little bit.
Q And why did you pick the 17-nmonth period?
A | didn"t pick it. | wote it. It was provided to
nme So | can't answer the question analytically.
Q VWho was it provided fron?
A My testinmony |ists Roger Mann as ny partner on
wor ki ng with DAR on working out these simnulation runs.
Bot h Roger, ny staff person, knows how t hese hydrol ogic
nodel s work, and the DWR people that ran the nodul es,
t hey know how t hey work.
Q Earlier, Ms. Scoonover asked you about sone of the
controversies of DARSIM Are you aware of the carriage
wat er conponent in DWRSI M?
A As |1've stated twice here this norning, |I'maware
of very little about DARSIMin fact. [|'mnot a good
person to ask hard questions about DWRSI M
Q Are you aware that certain parties, at least in
the Bay Delta hearings, have advocated that the
carriage water conponent or -- carriage water is
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roughly defined as the volunme of water needed to neet
the water quality criteria at the Contra Costa canal

i ntake, that sone parties to the hearings had
recommended that carriage water be zero as opposed to

t he val ues used by DWR?

A My prior answer still stands. | don't know.
Q Let me just ask one |ast question dealing with
that. |If the carriage water conponent was zero as

opposed to what DWR had assunmed, woul d that decrease or
i ncrease the amount of surplus water avail abl e?

A | don't know.

Q Going on to Page 72. At the bottom of the page,
inthe third full paragraph, you nention that,

"I mportant economc risk nodel assunptions for these
runs include DWR Bull etin 160-93 assunptions concer ni ng
| ocal water supplies and average demands." |

believe -- was it Ms. Scoonover that pointed out that
this was still -- DAR Bulletin 160-93 was still a
draft; is that correct?

A That's correct.

Q If these assunptions are inportant, could it be

possi ble that we could get L.A to introduce at |east
the draft version of Bulletin 160-93 and any i nmportant
appendi ces that go along with that?

A I was not -- | do not have a Bulletin 160-93. W
received the data file that is | oaded by the planning
department with Bulletin 160-93, and we woul d be
delighted to make that available to you. In fact, |

t hi nk we have.

M5. GOLDSM TH: Is that the planni ng departnent of
t he Departnment of Water Resources?

DR WADE: Yes.

MR, SATKOWSKI :  Thank you. That's all | have

HEARI NG OFFI CER DEL PIERC M. Smth?

MR SMTH M. Canaday and | discussed ny
concerns yesterday evening, so | defer to Captain
Habi t at .

HEARI NG OFFI CER DEL PIERC.  Captain Habitat.

MR SMTH M. Chairman, I'll clarify that for
you | ater.
MR DODGE: | have a feeling that |I'm never going

to live down that error.

HEARI NG OFFI CER DEL PI ERO: M. Canaday.

MR, CANADAY: "Live" is the pivotal word.

HEARI NG OFFI CER DEL PIERO W' ve been here a | ong
time.
Q BY MR HERRERA: Before we get to M. Canaday, |
guess I'Il -- listening to all this testinony, |'ve got
some real basic questions that linger in my mndis
that we're tal king about nodifying L. A 's exports of
wat er under various | ake level alternatives out of the
Mono Basin, and earlier we were kind of |ooking for the
bottomline of all of this.

Maybe 1'I1 start off by asking a question. Do you

know what the average annual rate of export by L. A DW
has been historically?
A BY DR WADE: Well, as shown in the Table B that we



just | ooked at.

Q And that is?

A Well, for the ten-year period shown, 438,556
acre-feet.

Q kay. And what is that ten-year period?

A 80 to '90.

Q '"80 to '90. Do you know what the export was prior
to any court order restrictions on export? That period
does include sone restrictions.

A I think it was closer to -- | think the design
capacity of the pipe is 550,000 acre-feet. And what
the actual deliveries were are not -- | don't
recol | ect.

Q Let's assune that it was approxi mately 85,000
acre-feet annually. | believe that's --

A Was your question from Mono Lake or from --

Q That's correct, yes.

A I msheard your question.

Q Ckay. Then, again, what was -- what was your
under st andi ng of what the historic annual export from
the Mono Basin prior to the court order restrictions?
A It would be inline with that nunber that you just

sai d.

Q 85, 000? GCkay. And in your conparison of the
6385.5 alternative, how nmuch export did you anticipate
t here?

A | didn't anticipate an absolute anmount. | dealt
wi th a change.

Q And that was a change fromthe point of reference
and not fromthe historic use?

A Yes.

Q Still, what I"mgetting at here is could you tel
me, if you had a known anmount of 85,000 acre-feet of
export and roughly at 6385.5 would allow, let's say,
55,000 acre-feet of water, as a hypothetical there,
that's roughly 30,000 acre-foot reduction in export.
How much is that going to cost an acre-foot? That
reduction?

A vell --
Q In actual costs and in your increnmental costs?
A Well, | appreciate the straightforwardness of your

question, and the straightforward answer is the $95
mllion estimate. Now, the explanation for why that's
the answer is a little nore conplicated and,
essentially, what we have done is this is the baseline
of the problemin Southern California.

Q Wul d you identify that for the record, please?

A It's a poorly | abeled table that we just quickly
jinned up that basically shows what the baseline
damages woul d be without regard to the Mono Lake
decision in Southern California.

HEARI NG OFFI CER DEL PI ERG. Can we have that
identified?

M5. GOLDSM TH: Per haps we could | have this as
exhibit --

MR SMTH  Next in line would be 84.

HEARI NG OFFI CER DEL PIERC. |s that okay with you,
Counsel ?



M5. GOLDSM TH: That's fine for present purposes
HEARI NG OFFI CER DEL PIERC  It's shorter than --
MR FLINN:. Did the Reporter get jinned up?
HEARI NG OFFI CER DEL PIERC. It's a jinned
ver si on.
MR DODGE: It was a quickly jinned up version
DR. WADE: This goes with the unnaned nodel .
HEARI NG OFFI CER DEL PI ERO. That will be nmarked
for the record.
DR. WADE: And it's three pages.
(L. A DW Exhibit No. 84 was
marked for identification.)
DR. WADE: The point being is that living in
Southern California, | guess you could describe, is a

little bit like flying an airplane. Mst of the tinme I
guess it's not so hard, as pilots like to say, but
landing is a real bear. So in Southern California you
basically have -- | have here a table of 52 years of
damages estinmates or econom c | osses per year

associ ated with Metropolitan's baseline and the 6385.5
foot case, point of reference case, conpared to the
6385.5. This picture is sinply a plot of the
baseline. That there are sone hydrol ogi c years that
woul d cause damages to Metropolitan associated with a
42 percent shortage of near $10 billion.

And this is the worst case hydrol ogi c shortage
that exists in the history of California when you run
t hese nodels for the year 2000.

And -- so what you get to when you conpare the
smal |, stated to be seven-tenths of a percent change,
to these shortage costs over each of these 52 years, is
a nunber that ranges fromtheir eight zeros, their six
years, when it's less than a nmillion dollars a year
their five years, when it's less than ten mllion, and
so that's 19 or 20 years when the nunbers are
virtually, you know, small. And there are a |ot of
years --

Q BY MR HERRERA: Small being less than a mllion?
A BY DR WADE: Yes. Less than ten mllion, less than

amllion zero. |In other words, for this 20 out of the
50-year period, Metropolitan has pretty good supply
reliability. But for 30 odd years out of the 52-year
peri od, Metropolitan is |ooking at some shortage which
is incrementally worsened by the 24 or 40,000 acre-feet
associ ated with the Mono Lake deci sion

And the econom c damages or the econonic cost of
that ranged from you know, the |arge nunbers ranged
froma hundred and ten mllion to, | see a nunber of
554 million for one year. And the average of that over
the 52, averaging in the zeros and the very high
nunbers, is the $97 nillion

So what you're looking at is that on the margin,
the I ast 24,000 or 40,000 acre-feet of water governed
by this decision exacerbates Metropolitan's underlying
unreliable system

The corollary to that is that obviously you can't
sinmply say, "Well, Rusty Areias' 25,000 acre-feet nakes
up for that and makes the problemgo away. It



doesn't. It's not that sinple.

Q | understand that. | think part of our problem
here is that, at least fromny perspective, is I'm

| ooki ng at a change in the anpbunt of water that's being
exported. And |I've gotten a $95 mllion nunmber, and
I"mnot sure how !l can relate that to anything other

t han your conparison of the point of reference in the
6385. 5.
A | can relate it in contrast to the Jones and
St okes' nunmbers. Jones and St okes, you may renenber,
for this case estimated a $1.8 million increnental cost
of shortage. Well, our estimtes show that the
i ncrenental cost of sinply the advertising campaign is
roughly $700, 000 based on the very detailed al gorithns
in the economc risk nodel and so, therefore, the
shortage cost elenent itself is in the range of a
mllion dollars. | think that's a trivial nunber
because it just doesn't match with anything that's been
in the record of the Bay Delta hearings.

Agai n, to enphasize the point, that translates to
a 31-cent-a-year household cost of that nunmber. That
doesn't conpute. CQur nunber translates to a $16-a-year
househol d cost nunber, which conpares to the Carson and
M tchell nunbers of 100 to $300 for nuch |arger water
shortages that people evidenced they would be willing
to pay to avoid a reduction in water supplies. So our
nunbers work out to on, an acre-foot basis, sonething
in the range of 3 or $4,000 an acre-foot at the high
end of other known nmeasures of what people are paying
on the margin for high end replacenent costs of water.

Qur nunbers have sone comon sensibility about

them 31 cents a household a year doesn't have a
common sensibility to it.
Q Agai n, you know, | guess in some respects it's an
attenpt to oversinplify things but, again, when I'm
| ooking at various alternatives and | thought well,
just as an indicator I'"'msaying, if I go from6377 to
6385.5 what's the cost, and what you're saying is
there's no sinple answer to that or froma point of
reference of 6385.5.
A More inmportantly, Sir, what ny direct testinony
actually said was there are two inportant nodel s which
are accepted in the planning comunity, the DWRSI M and
the economic risk nodel that should have been consulted
in the DEIR process to ask and answer that question
They were not consulted, and they were not used. And
nmy direct testinony corrects the record on that.
That's exactly what my testinony is directed to. Less
to the absol ute epistonol ogi cal question that you're
trying to answer and nore to the deficiencies of the
record.

MR, HERRERA: That concludes my questions. Thank
you.

HEARI NG OFFI CER DEL PIERO: M. Canaday, before
you -- before you begin, M. Brown has to | eave at
11:30. He has three questions. [1'd like to afford him

the opportunity to ask those.



MR, BROMN:  Thank you, M. Chairman.
CRCOSS- EXAM NATI ON BY THE BOARD

QBY MR BROM: This will be directed to the panel.

The Central Arizona Project, | believe, the water
rights to 662,000 acre-feet; is that correct?
Ther eabout s?
A BY DR WADE: \What is their water right on the
Col orado River?
Q Is that the figure?
A I don't know the figure. | know that the system
is designed for an ultimate capacity of 2.2 mllion
acre-feet.
Q The foll ow up question was of the 662, and | think
that's the figure, would you have any idea of what
they're going to take on that?
A I do not have an idea.
Q Do you know how many kilowatt hours it takes to
bring an acre-foot of Colorado River water into
Sout hern California?

A It's ny understanding -- would you repeat the
guestion, please?
Q Do you know how many kil owatt hours per acre-foot

it takes to bring water in Southern California fromthe
Col orado River?

A | do not.
Q Do you know how many KWH s it takes to bring one
in fromthe State Water Project to Southern California?
A I do not in ternms of kilowatt hours.
Q Do you have an idea of how many kil owatt hours are
generated by the Omens Lake Project in Southern
California?
A I would have in years past in nmy career, but | do
not sitting here today.

MR, BROMN: Ckay. Thank you, M. Chairnman.

HEARI NG OFFI CER DEL PIERO  Thank you very much,
M. Brown.

M. Canaday? O should | refer to you as
Capt ai n?

MR, CANADAY: \Whatever you choose, M. Del Piero.

DR. CARSON: May | request a two-minute rest room
break?

HEARI NG OFFI CER DEL PI ERO  Absolutely. W'l
take a five-m nute break.

(Wher eupon a recess was taken.)

HEARI NG OFFI CER DEL PI ERO  Ladi es and Centl emen,
this hearing will again conme to order. M. Canaday?

CROSS- EXAM NATI ON BY THE STAFF (Conti nued)
Q BY MR CANADAY: W' ve been talking a | ot about L.A
DWP custoners. Yesterday we heard testinony that

the -- fromthe power panel that there were a little
over three mllion custoners.

How many custoners of water does L. A. DWP have?
A BY DR WADE: | turns out | don't have that nunber,
and | don't think Richard has that nunber. | do have
t he nunber of people in households in the counties, but
not the city service area.
Q Can you give nme a magnitude nunber? Are we
tal king --



A BY DR CARSON: It's roughly the sane.
Q About the sane?

A Customers here roughly translates --

CHAl RVAN CAFFREY: | didn't catch that nunber.
Could you clarify what that nunber was?

DR. CARSON: | believe we're | ooking at about

three mi|lion househol ds served, roughly the sane,
electricity and water. Somebody fromL.A DW could
probably come up with the actual nunber.

MR BIRM NGHAM W do have anot her wi tness that
we hope to get to today who will be able to give you
t he specific anount.

HEARI NG OFFI CER DEL PI ERO.  Thank you.

Q BY MR CANADAY: Dr. Carson, you did a CV study in
1987. Could you explain as sinply as you can for
sinmpl e people like nyself what a contingent val uation

study is?
A BY DR CARSON: Effectively in this study what we
asked peopl e about, we said, you know, essentially,
"This is a study being done on behal f of water
utilities, your favorite water utility, and what
they're doing is they' re | ooking at, under the current
situation. They're | ooking at shortages in the
future,"” and we descri bed the magnitude of the shortage
and what that would likely entail. And then we asked,
"Whuld you be willing to pay X dollars,” and that X was
expressed both in ternms of a nonthly change in their
water bill and an annual paynment, "To have your water
utility take actions to prevent having that water
shortage occur? That is, they would basically be able
to deliver the water."

And there were four different shortage scenarios
t hat were val ued.
Q Thank you.
A Basically, you randomy assign these X' s and so
you trace out the percent of the population that's
willing to pay different prices to avoid the water
shortage. Sort of |ike a dose response curve in drug
experinments where you try to see how much of the toxin
will kill the organisns, and here you're | ooking at
increases in water bill and the people going from being

willing to pay that price and not willing to pay that
price.

Q Do you recall what the hi ghest amount was per
househol d?
A The hi ghest amount was for -- was around 200 --

$240 in 1987 dollars. |It's somewhat nore than that
NOW.

Q Per --

A And this was per year.

Q Per year.

A And this was to avoid two water shortages in a
five-year period; one of 30 to 35 percent in nagnitude
and one of 10 to 15 percent in magnitude.

A BY DR WADE: Was the question and answer about the
hi ghest nedi an val ue or about the hi ghest observation
anong those 2,000 respondents --

Q Medi an.



A BY DR CARSON: It was the nedian response.
A BY DR WADE: By the way, | today referred to those
nunbers as ranging froma hundred to $325, which was
sinmply nmoving themup to '92 doll ars.
Q Thank you.
That was in 1987, correct?
A BY DR CARSON: Correct.
Q Do you think those responses woul d have changed

given the history of the water supply picture in
California since 1987 to today?
A They're certainly likely to be some novenent in
those nunbers. At the tine we did them we wanted to
actually look at Northern California conpared to
Southern California. And what you see -- there wasn't
a whole lot of difference in the overall nedian, but
there was clearly a difference sort of in the
distribution. Wat you find is sonme people see the
wat er shortage as |ess inpinging on themthan they had
originally thought, and some people see it as nore. So
certainly there would be changes. | couldn't say
whet her they would actually go up or down based on what
we observed in the 1987 study, conparing it to an area
where they had experienced nore substantial water
shortages, | wouldn't expect dramatic increases or
decr eases.
Q Are you aware of what the Gty of Los Angel es
during that period tried to inplenent as a -- I'm
trying to think of a proper word -- as a water
conservation that would be inplenmented freely by the
wat er users? Do you recall what that nunmber was? That
target?
A Maybe - -

M5. GOLDSM TH: (nj ection. Ambiguous. Are you

tal king about target in terns of price --

MR, CANADAY: Target and percent savings of water
use.

Do you recall what -- there was instituted a water
conservation programin the L. AL DWP service area, and
they had a particular target for savings, the anount of
wat er, percent?

DR CARSON: | think Bill has it.
Q BY MR CANADAY: Fi ne.
A BY DR CARSON: | think it actually varied at
di fferent stages of this.
A BY DR WADE: 1've got the February 1, 1991,

Emer gency Water Conservati on O di nance | npl enentation
Phase Two, in which they went to Phase Two on March 1
1991, and Phase Three on May 1, '91, and Phase Three
will further limt custonmer use to 85 percent of the
anmount used during the 1986 base year

Is that the answer you were |ooking for?
Q Approxi mately 15 percent. Are you aware that the
actual savings that has been -- |'ve heard nunbers,
what nunbers have you heard of the actual savings?
A BY DR CARSON: In sonme nonths the actual savings
exceeded that, and in some nonths the actual savings
were less than that.
Q |'ve heard nunbers thrown around about 30 percent.
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I's that unreasonabl e?

A BY DR WADE: | think the question is better directed
to Jerry Gewe sitting back there who will follow us.

Q Let's assune that it was greater than 15 percent,
and let's assune that it was closer to 30 percent.

A BY DR. CARSON:  Ckay.

Q That would -- you could break that savings down
into two reasons possibly. One that there was an
increased willingness to conserve. GCkay? And suffer

i ncremental costs, increased increnmental costs. O the
anmount of water that the individuals were using was
greatly exaggerated, and they had nore water than they
really need owed in the first place.

A | followthe first one, but -- you' re taking
basically their previous use conpared to their
subsequent use.

Q Ri ght .
A So they were using the water.
Q My question is, or the question that | pondered,

if you could save 30 percent, it seens to me that you
were using a lot nore water than was necessary to begin
wi th, and that the actual inpact to your lifestyle

woul dn't be as great as if you conserved as best you
could and conserved 15 percent.

Q I don't knowthat it's -- that you' re using a | ot
nore water than you had to or wanted to. |In other
wor ds, what was happeni ng before was people were

basi cally using the ambunt of water they wanted. Once
you basical |y announced these targets and put forth a

| arge advertising canpaign trying to adnoni sh people to
cut back, part of that's driven by the fear of not
cutting back now resulting in nuch nore severe
shortages in the future.

You can al so show that these canpaigns to cut back
on water tend to have dimnishing effects. 1In other
words, in an enmergency situation, people will basically
cut back very severely in water, putting off lots of
t hi ngs, and engaging in lots of practices that they

basically would prefer to avoid, prefer to -- are
willing to pay to avoid, both in a, you know, sense of,
"We're all in this together, and if we aren't -- don't
all do this together, things will be basically much

wor se. "

Q But isn't that the way you present your scenario
to the person in a CV study as well?

A Yes. Certainly, it's what they're -- you're
saying, "This is what will basically happen. 1In other
words, you will have to cut back dependi ng on the
scenario, 15 percent or 35 percent, and what are you
willing to pay to avoid that?"

Q Dr. Wade, you said that the increnental costs
based on your projections are what this $95 nmillion
projects to is about a $16 per annum househol d cost?
A BY DR WADE: Yes. Over Southern California.

Q Over Southern California? And Dr. Carson, again,
what was the nedian willingness to pay of your study?
A BY DR CARSON There were four different scenarios



and for the 10 to 15 percent shortage, it was $83 a

househol d, and that was once per five years. and the
high end was up to 40, | believe. And --

Q 240.

A And that was for two shortages in a five-year

peri od; one of those shortages being much nore severe.
Q Dr. Wade, you went through some nunbers earlier

t hat suggested the kinds of shortage, the years in your

52-year record that you generated, if we had shortages
of one -- 15 percent and up to 35 percent every five
years, one of those occurring, would that be equal to
or greater than the shortages you estimated in your
52-year run?

A BY DR WADE: I'msorry. | lost track of your
guesti on.
Q You cited shortages that woul d occur in the

ability of MAD to deliver water to the City of Los
Angel es over that 52-year trace. Wlat I'masking is if

the willingness to pay this $240 based on the
assunption that there would be, out of a five-year

peri od, one year of a 15 percent -- 10 to 15 percent
shortage and one of those other years would be a 35
percent shortage, would that kind of rate of shortages
be equal to or greater than what you estinmate would --
on your trace?

A Your question is a good question, and it's an
answer abl e question with the data that | have. But |
have not taken the data and anal yzed the data in that
way to have the answer to your question. However, to
enphasi ze what I'm-- the point | made just before the
break, we do find that 60 percent of years have sone
shortage, some reasonably |arge shortage, and 40
percent of the years have no or a very tiny shortage.
So six out of ten years there is sone shortage down
there. Is it -- are these shortages in the 10 to 15
percent range or one 10 to 15 and one 30? It could
sinmply be determ ned.

Q Earlier, you testified or used the words,

Dr. Wade, that "there's sone tremendous uncertainty in
the water future.”

A Yes.

Q And the word -- the word "specul ative" for
transfers. You used that word. |Is that correct? O
the ability to transfer water at the present tine?

A It, to pin down exactly how much water will be
transferred, is speculation. Wwen it will be
transferred. WIIl it be transferred when needed? WII
the systemfacilitate the transfers? WII the | aws

change, are speculative. Al of these things are
specul ations. It's not that | say transfers per se are
specul ati ve

Q You also said that the EIR failed to fully

consi der increnental and environmental inpacts in the
delta or various other places where water mght be
transferred from |If the water future is so
specul ati ve and uncertain, how can one expect Jones and
Stokes to, very specifically, analyze increnental and
envi ronnental inpacts of these various water sources?



A By postul ati ng sonme very reasonabl e scenari os and
doing a sensitivity analysis and sitting in a roomwth
i nfornmed water people like yourself for half a day, a
conpetent anal yst would be able to postulate and form
scenari os.

Q My recollection of the EIR is that Jones and

St okes presented a list of potential sources or
activities that the City of Los Angel es coul d undertake
for water supply alternatives. Are you suggesting that
the Board -- and under CEQA, it's generally the agency

with the discretionary approval or who's going to carry
out the specific project, that analyzes the

envi ronnent al consequences. So are you suggesting that
Jones and St okes sonmehow shoul d determ ne what the

wat er supply projects for the future of the Gty of Los
Angel es or as well this Board deci de what those
projects should be?

A No. Rather -- | think | read in the draft EIR --
and, as you know, | was a menber of the technica
advisory commttee -- that Jones and Stokes set out to
find that reclamati on woul d be on the margi n and

di scovered that it was not. And that Metropolitan is
on the margin, and they didn't address where
Metropolitan is going to get the water or at what
environnental or, as |'ve testified, economic cost.

Q Vel l, wouldn't that be a decision for Metropolitan
Water to make of how and where to get that water and,
t herefore, under CEQA statutes, would very likely be
their responsibility to evaluate that environnenta
cost of that additional supply?

A It's a good question. | think probably the
guestion is better addressed to an environnmenta
attorney.

Q Wl |, you were suggesting that Jones and Stokes
had failed, in a sense, under CEQA, in their

envi ronnent al document. |I'mjust referring back to
that to try to understand how you based your opinion
For clarification of the record, both of you,
Dr. Carson and Dr. Wade, participated in the TRT, which
is the Technical Review Team Could you, either one of
you, choose to explain what that was?
A Over the | ast several years of this study, Richard
and I or a nmenber of ny staff, Ms. Wendy Ellingworth,
attended several neetings and reviewed severa
docunents or concepts in devel opnment and the study
findi ng.
Do you want to add to that?
A BY DR CARSON: Right. These conmittees basically

di scussed the socio-econonic things. In particular
focusing on the design of the contingent val uation
survey.

Q And that would be --

A Ri ght .

Q And that would be this particular instrunent here?
A Yes.

Q And so you had --

A Sonme input. But not -- it was not the -- M chael
Henni mren and Thomas Wegge had - -



Q Utimte decision authority?
A Utimte decision, | sinply nade comment, sone of

whi ch were provided and sone of which weren't. W also
di scussed - -

VMR BIRM NGHAM  Excuse ne, M. Chairman. | don't
bel i eve there's a question pending.

CHAl RVAN CAFFREY: Can you put this in the form of
a question, M. Canaday?

MR BIRM NGHAM  Actual ly, that was nore addressed
to the comments bei ng made by the witness.

DR. CARSON: | thought the question was what did
the technical review committee do?

MR BIRMNGHAM It was mny understandi ng that
guesti on had been answer ed.

CHAl RVAN CAFFREY: Al right. We will rule that
it has been satisfactorily answered.

Do you have any ot her questions, M. Canaday?

MR, CANADAY: Let ne see, please.
Q BY MR CANADAY: |1'd like to talk about conservation
and reclamation. 1'Il ask a few questions about that.
VWhat we're looking at, and you stated, Dr. Wade, that

supply futures are rather tenuous of what is on the
hori zon on availability; is that correct?

A BY DR. WADE: Yes.

Q Wul d reclamation of water -- in other words, it's
a source that a district already has in hand and is
used, wouldn't you consider that probably a very firm

supply for second use? A dependabl e supply?

A Yes.

Q And that it would be cost effective because you' ve
already incurred the cost of developing that initial
water or paying for that water, and transporting that
water, whether it's costs for punping, kilowatt hours,
or whether it's actual, the physical structures to
deliver the -- that water, that it would nake economc
sense to capture as much of that water and reuse it
agai n?

A As strictly as you posed the question, the answer
is no. And the reason the answer to that specific
gquestion is no is that the cost of reclainmng water
exceeds the value that you can sell the water for

whi ch nmeans, therefore, that you have to subsidize
reclaimed water with payments captured fromthe fresh
water concerns. So it is not cost effective in that
speci fic sense.

It is cost effective in the sense of a capacity
avoided, if you will, of creating nore fresh water, but
| don't think that's the exact question you asked. So
I want to say no and yes.

Q I have a followup one. Wat if public nonies
were provided, and those noni es were not necessarily
nmoni es of the L. A DW ratepayers and, therefore, a

significant amount of the costs to devel op recl ai nmed
wat er projects were noni es funded by the public at
large? Wouldn't that be cost effective?

A You know, | think the answer woul d be yes, but I
want to add a comment here. You and | sitting and



specul ati ng about the anmount of and cost of
reclamation, | think is not appropriate for this
Board. There are people in this state who know a great
deal about how nmuch reclamation is going to be
forthcom ng and when, and | amnot that w tness.

CHAI RVAN CAFFREY: Yes, Sir?

MR FLINN: M. Chairman, life is short and the
Wi t ness began his statenent by saying, "lI've answered
t he question, and now | want to nake a statenment." |
woul d ask that the w tness be adnoni shed to answer the

guestion --
CHAl RVAN CAFFREY: [|'mgoing to ask the witnesses
to stay closely to the question and -- in the interests

of time, and also in the interests of an accurate
record.

Yes, Ma'am

M5. GOLDSM TH: M. Caffrey, | don't want to cut
off M. Canaday's |ine of questions, but M. Gewe of
the L. AL DWP is going to be here this afternoon
testifying, and I think he may provide nore accurate

i nformation and better answers for the Board than
per haps Dr. \Wade does.

MR, CANADAY: That may be true, but Dr. Wade, in
his testinmony, has provided nunbers in analyzing the
Jones and Stokes docunent and presenting nunbers here
relative to annual resource costs, and | was eliciting
hi s opi ni on.

CHAl RVAN CAFFREY: | think he certainly testified
that he's an expert in that area if he w shes.

M. Canaday, do you have nuch nore?

MR, CANADAY: Just a few nore questions.

CHAl RVAN CAFFREY: [I'mnot trying to stifle you,
["mjust --

MR, CANADAY: Do | need to ask for 20 m nutes
nor e?

CHAl RVAN CAFFREY: That's up to M. Herrera.

Q BY MR CANADAY: |'d like to discuss the logic in the
econom c risk nodel, if | mght. Fromreading your
testinmony, your witten testinony, it's -- it suggests
to ne that when demand cannot neet supply, whether
that's local or inported supply, that there's a

conti ngency conservation el enent of 7 percent?

A BY DR WADE: That kicks in at 7 percent.

Q VWhat limts that to 7 percent? 1Is that just an
assunpti on?

A Yes. It's not that the conservation is limted to
7 percent, it's rather that it kicks in. \What

exactly --

Q I"mjust reading fromyour testinony where it
describes the 7 percent assunption.

A Pages 74 and 757
Q 72 and 73, Sir.

And in this economc risk nodel that you ran, did
you al so include the BMPs that the City of Los Angel es
has signed on to, the full application of the BMPs?

A The BMPs are assuned in the demand forecast which
is loaded into the nodel. By the way, this is an
i nprovenent, therefore, over the demand forecast in the



Jones and St okes docunents.

Q Does this include projected reclamati on use as
wel | ?

A Recl amation is added into the nodel to bring our
nunbers al nbst up to what Jones and St okes assunes.
Q And that reclamation nunmbers was -- do you recal
what that nunber was?

A Vel |, we added 52,000 -- | have sone specific

notes. W added 52,000 on top of DWR s assunption to
represent a nunber close to, but not exactly Jones and
St okes' nunber.

Q And that nunber did not include potenti al

near-termincreases in reclamation use? The near term
' msayi ng between now and the year 20017?

A It was the year 2001

Q And that nunber was -- you got fromthe Cty of
Los Angel es? Was that nunmber provided to you?

A Roger Mann and | made up that nunber.

Q So that was an assunption that you nade.

A Yes.

MR, CANADAY: Thank you. That's all | have.

CHAl RVAN CAFFREY: Thank you, M. Canaday.

| believe Board Menber Forster has sone
guesti ons?

MS. FORSTER  Yeah. But | don't think ny
guestions are for the panel. I'mgoing leave it up to
Ms. Goldsmith to help me with this.

| appreciate and understand the prograns and the
project that you fol ks developed in this response to
what you were asked to do fromL.A Departnent of Water
and Power, and after listening this norning and
yesterday, you probably will not be able to streamine
and sinplify sonme of the nunbers that | think I hear
the Staff asking and sonme of the basic nunbers that I

think that I, as a Board nenber, would |ike to know
So this afternoon -- |'ve been trying to wite
down sinple -- sinple questions, but none of the

guestions cone out too sinply when we get going on
them But for instance, yesterday when the power pane
was here, they were able to say that the cost of power
would be 9.2 million. Right? They were saying you
take a certain level, you take the I evel up there that
you used as a sanple, and the cost of power is 9.2
mllion. | think that in trying to get the EIR to be
as accurate as possible and trying to see where to go
in a sinpler node, it would be nice to have, w thout
taking in all the variables, at a certain | ake |evel,
what woul d be the export? Wat would you have to rely
on MAD for? Wat would be the cost taking the
acre-foot today of cost of water?

And that's just -- that's what M. -- Steve was
trying to get to, and Dr. Wade said, "I appreciate your
directness,” but he can't answer that directly because
that's not the kind of study he had to do.

So | guess what | want to do is, for the record,
just get -- extrapol ate sone basic crossovers because
the public -- you know, | represent the public. |
think one of the things that the public wants to know



in a sinple version is, you know, what -- they won't
ask -- they'|Il say, "Well, what will we |ose from Mono
Lake if we -- in our -- in our goal to preserve it?"
W& have to all agree that our goal is to preserve the

Mono Lake, so we have different alternatives or goals.
VWhat does that alternative nmean in water |oss,
water to be made up, and cost and per household. And
that's kind of what 1'mlooking for, and I don't think
this panel can answer it, but sonebody from Departnent

of Water and Power -- | bet the guy that's going to
speak this afternoon is in the back of the room because
I've seen himbefore, so he's probably -- that's why
I"'msaying all this. He's probably the person that can
sinmplify and just try to show what -- howit all falls
out .

And one of the things that | think will be hel pfu
i s any recommendations that he could bring this
afternoon fromall the work done by these people on how
to try to have our EIR -- there is a big discrepancy.
VWhat coul d Jones and Stokes do to bring this
di screpancy cl oser together? So that when it's al
said and done, people don't say, "My God. They were
off mllions and mllions of dollars.” M goal is that
the EIR is as accurate as possible. So there must be
si mpl e suggesti ons.

M5. GOLDSM TH: Ms. Forster, | think you're right
at the outset. | don't think that's a question that
can be directed to this panel at this tinme. What |
would like to do is consult with themover the noon

hour, see whether, at this tinme, we can cone as close
as possible to what you asked and if we cannot, to see
whet her or not by the tinme we put on rebutta
testinmony, we can provide you with the answers that
you' re | ooking for.

If | understand your point, it's that you'd like
to have sone appl es and apples kinds of things to
conpare.

M5. FORSTER  Right.

M5. GOLDSM TH: And what you have now are
di fferent methodol ogies coming up with different ways
of | ooking at what costs are. | don't know if it's
possible, but if it's possible, we will try and provide
that to you.

MR BIRMNGHAM | think it will be possible to
provide that information this afternoon based on
M. CGewe's testinmony presunming that M. Gewe testifies
this afternoon. As we go along, it appears |less and
less likely, but we can provide that information to
you.

M5. FORSTER And |I'm not discrediting anything
that you' ve done, Gentlenen. |'mjust saying that if
you were going to do a sinple rule of thunmb, you would
say, "You're going to have that nuch |l ess water. You
have to buy it fromMet." You assunme that Met has it.

We all know that Bulletin 160 and things |ike that, but
you assune Met has it. And it just kind of clarifies
and sinplifies. Thunbnail sketch, what does it nean



wi thout all of this extra study and plugging in. |
mean, it's wonderful, but, you know what I'm-- you

know where 1'mgoing? | want to get it sinpler.
M5. GOLDSM TH: | think the critical assunption
and difference between the testinmony that this pane

has provi ded and Jones and Stokes is the assunption
that Met does have it, or that you can predict how nuch
it's going to cost to get it. | think there's a great
deal of speculation in that, and that's why there's
been a different approach

CHAl RVAN CAFFREY: M. Frink, before you conment,
| want to hear fromthe gentlemnen.

MR FLINN: M. Chairman and Ms. Forster, | do
believe -- I"'mhoping | did hear, Ms. Forster, you say
that you would want to know at |east assum ng Met had
the water avail abl e, because we are going to here from
Met and they' Il tell us, | guess. |I'mhoping -- | know
that's a goal that |I have on recross. And |I'm hoping
that in the course of today sonehow we can get that --
at |least that one question answered, although, | know
that there's not totality of agreement with regard to
whet her Met will have the water or not.

CHAl RVAN CAFFREY: Al right. Thank you, Sir.

| assume that's all fromthe counsel ors?

M. Frink?

MR FRINK: Yes. Chairnman Caffrey and Board
Menber Forster, | just wanted to clarify for the record
that Staff's understanding, certainly of CEQA and of

the role of this water right hearing, is that the EIR
is not intended in any way to present all the evidence
that the Board would be interested in considering in
reaching a water right decision. If it were, we

woul dn't be at the hearing.

The contents of the EIR are in response to the
statutory requirements as to the information to be
provided in an Environnmental |npact Report or, in this
case, a Draft Environnmental Inpact Report, and CEQA is
fairly clear that -- and the inplenenting regul ations
under CEQA are fairly clear that a Draft Environnmenta
| mpact Report is not required to contain highly
specul ati ve anal ysis of econom c inpacts that others
m ght endure as a result of a project but, rather, the
focus of the Environmental |npact Report is on the
envi ronnent al i npacts.

Staff, | think, is fully in agreenent and, in
fact, sonme of the issues listed in the hearing notice
attenpt to define the econom c inpacts of the various

alternatives and, certainly, information on that is
very relevant in this hearing. It remains speculative
and there's a |lot of disagreenent, but hopefully, we
can clarify it as you asked. The parties before you
can help clarify it.

CHAI RMAN CAFFREY: Thank you, M. Frink.

Anyt hi ng el se before we break for lunch? W'l
| ook forward to the testinmony of the experts that
you're going to bring up and what they m ght say
regarding this matter

W will resunme again at 1:30, and M. Del Piero



will be back at that tinme to regain the Chair.

Thank you.

(Whereupon the lunch recess was taken.)

MR FLINN: It falls to me to give the daily Bruce
Dodge afternoon procedural point, and it is this. The
reason I"'mdoing it it's nmy personal issue. M wife is
on an airplane [ anding in Washington D.C. now where she
is apparently going to hel p the government spend sone
new tax dollars, but she has left our son with the
babysitter who has to |l eave at five o' clock, which
neans | have to be back in Palo Alto at five o' clock to
take over parental roles, which neans | have to | eave
here 2:30-i sh.

HEARI NG OFFI CER DEL PIERO. |'d say you ought to

start packi ng.

MR FLINN: |'mpacked. I|I'mready to go. The
only problens are these because the next two witnesses
were both mne, M. Kuebler and M. Gewe. | was told
M. Kuebler would go first, and so | asked M. Dodge to
be prepared for M. Kuebler, which he was. And so
we're sort of ready to, as long as | get ny recross
before 2:30, and as long as M. Kuebler is next we're
fine. But if that's deviated fromin sone way, then
we' ve got a problem and | understand M. Birni ngham
woul d maybe want to deviate fromthat.

HEARI NG OFFI CER DEL PI ERO. M. Birm nghan?

MR BIRM NGHAM  Yes, thank you. And thank you
for raising the issue, M. Flinn, | appreciate it.

In fact, I was going to propose a deviating from
what | had indicated to M. Flinn yesterday. When |
told himthat we would be calling both M. Kuebler and
M. Gewe this afternoon with the expectation that this
panel would not take as long as it's taken. | thought
that we woul d conplete both of these witnesses,

M. Kuebler and M. Gewe this afternoon.

HEARI NG OFFI CER DEL PIERC: M. Birm ngham |
don't nmean to interrupt you, Sir, and | don't know if
counsel for various parties have discussed this during
the lunch hour in ny absence. Do we have any certainty

or even potentiality of conpleting redirect and recross
on the panel by 3:30 or four o'clock?

MR BIRMNGHAM | would say that we have got
virtually no chance of acconplishing that, and that's
why | was going to propose --

HEARI NG OFFI CER DEL PIERO M suggestion then,
Sir, inasnmuch as I've got tinme limtations, | know
you've got this panel sitting here, but it's nmy sense
that we probably aren't going to call themtoday, then
unless I"'mreally wong and unl ess recross takes a | ot
shorter period of time than cross-exam nation has
taken, and I don't think that's going to happen

MR BIRMNGHAM | don't, either, M. Del Piero,
and, in fact, we had not intended on calling
M. Kuebler and M. Gewe as a panel. But imediately

before the lunch recess, Menber Forster asked sone very
speci fic questions.

HEARI NG OFFI CER DEL PIERO  You see, now -- now
you know why | never |eave this room



(Laughter.)
M5. FORSTER | just waited. All these days |
waited for you to go.
(Laughter.)
MR BI RM NGHAM  Menber Forster --
HEARI NG OFFI CER DEL PI ERO  Conpose yoursel f,

M. Birm ngham
(Laughter.)

MR, Bl RM NGHAM  Menber Forster asked sone very
speci fic questions about water supply issues, and
that's the subject of M. Gewe's testinmony. Wat | was
going to propose doing in light of M. Flinn's need to
| eave early and in light of the fact that it's unlikely
that we woul d conplete the cross-examnation of this
panel today in any event, | was going to propose that
we postpone the redirect of these wi tnesses and recross
of these witnesses, this panel, and put on M. Gewe who
probably can conplete his entire presentation this
aft ernoon, including direct and recross, and he can
answer the very specific questions that Menber Forster
asked.

M5. GOLDSM TH: M. Del Piero?

HEARI NG OFFI CER DEL PI ERO.  Yes.

M5. GOLDSM TH: In addition, | anticipate having
redirect of about half an hour, and | anticipate asking
for additional ten mnutes in light of the very, very
extensi ve cross-exam nation that these w tnesses have
undergone. So I'mnot sure that we could, in any
event, assure M. Flinn of his full cross-exam nation
by the tinme he needs to | eave.

MR BI RM NGHAM  But --

HEARI NG OFFI CER DEL PI ERO.  Gosh, you know? |'m

not going to lunch anynore.
(Laughter.)

MR BIRM NGHAM | understand the point that
M. Flinn has nmade about their preparation to
cross-exam ne M. Kuebler as opposed to M. Gewe.
However, 1'd like to point out that the Mno -- the
attorneys, legal representative for Mono Lake
Conmittee, National Audubon Society, as well as other
counsel, were advised that we intended on calling both
of these witnesses today, M. Kuebler and M. Gewe.

Further, we have bent over backwards trying to
acconmodat e t he schedul es of our opposing counsel,

i ncl udi ng del ayi ng wi t nesses yesterday because

Dr. Stein couldn't be here. W delayed the redirect
and cross-exam nation of Dr. Beschta. There have been
a couple of other instances where we have really tried
to accommodat e the schedul e of our opposing counsel, as
t he Board has.

And | don't see any prejudice to any party if we
post pone the cross-exam nation and redirect of this
panel and put M. Gewe on to answer the very specific
guestions that were asked by Menmber Forster.

M5. KOEHLER M. Del Piero, | amprepared to
address M. Gewe's testinony, so ny objection is not a

scheduling one. | object on substantive grounds. This



panel is in the mddle of its testinmony. | think there
are a nunber of questions that are before the Board

t hat have not been resolved. | have a |ot of
confidence that the questions asked by board nmenber
Forster can be addressed in |arge nmeasure in the
redirect and in the recross of this panel, and while
I"mcertain that M. Gewe can shed nore light on this,
| think it's inappropriate, and | think it would be
di sruptive to bring in a whole new set of issues
because M. Gewe is not testifying sinply on those

i ssues brought up by Board Menmber Forster.

And so | would object on behalf of Cal-Trout to
changi ng the order of witnesses at this point.

HEARI NG OFFI CER DEL PIERO | think we're going to
continue with redirect and recross on this panel.

MR BIRM NGHAM Then may | ask a question, a
procedural question of the kind that M. Flinn and
M. Dodge frequently ask?

In the event that M. Flinn is unable to conmplete
his cross-exani nation of these wi tnesses today and we
are able to conplete them are they going to be
excused, or are we going to be expected to bring this
panel back so that M. Flinn can ask further recross
after he's had two weeks to prepare?

MR FLINN: | got a solution to that, although
it's sonewhat at ny disadvantage. |1'll do ny recross
before the redirect.

MR BIRM NGHAM  But we woul d object to that.

MR, FLINN: The point is that the other
cross-exam nations and the wi tnesses are very good at
maki ng sure that points get nmade in the cross. There
are issues -- | can take ny tine up now, and |I'll waive
the opportunity to respond to anything that's elicited.

HEARI NG OFFI CER DEL PIEROC.  Let ne resolve this.
kay? | spend six hours a week and have done that for
the better part of over 100 weeks now on the road
bet ween Sacranmento and the coast. It will take you
approxi mately two hours and 15 minutes to get to Palo
Alto. Okay? If M. CGoldsmth begins her redirect now,
she will be conpleted, if she -- her representation is
truthful, in 30 mnutes which will put us at 2:25. If
you | eave here at three o' clock, you can get hone by
five, I"'massuning. |If you drive through Tracy and
580.

If you can't conplete your recross in 30 mnutes
and if we can't conplete this panel by four o'clock, ny
remar kabl e patience is going to be tested. GCkay?

So, with that, Ms. Goldsmith, if you'll begin your
redirect, we won't | ose any nore tinme.

M5. GOLDSM TH:  Ms. Forster, inasnmuch as
M. Birmnghamis diligently trying to get the answer

to your questions fromothers, | did not ask this panel
over the lunch hour to respond. | was busy doing the
redi rect preparation.

HEARI NG OFFI CER DEL PIERO Lest there be any
guestion about it, I'mmaking sure | get all the
guestions Ms. Forster wants answered during the course
of this hearing.



M5. GOLDSM TH: | think that's a good goal
REDI RECT EXAM NATI ON BY Ms. GOLDSM TH

Q Do you have, Dr. Carson, NAS Exhibit 215 and
215- A?
A BY DR. CARSON: Yes, | do.
Q These are the -- the materials that were invol ved
in the CV or contingent valuation survey that was done
concerning the I ake. Do you remenber M. Flinn asking
you about your opinion about the prom nence with which
Tufa was featured in these material s?
A Yes, | do.
Q And | believe you testified that you didn't think
that they were over enphasized; is that right?
A Yes, | did.
Q VWat is the basis for your belief that they were
not over enphasized?

A The Tufa at Mono Lake are the basic distinguishing
features which tends to nake the | ake uni que standi ng
out anmong of the other |akes which support a | arge
amount of wildlife.

Q Do you know what the npst visited sites are at
Mono Lake?

South Tufa and the visitors' center?

And the visitors' center is right on H ghway 395?
395.

Is South Tufa right on 3957

South Tufa's off of 395, and it's basically about
eight to ten mles on a paved road and then a little
over a nmle on a gravel road to get to the actual site.

>O>rO0>

Q But it still supports |arge nunbers of visitors?
A Yes. That's the case.
Q Now, concerning the accuracy of the descriptions

on the cheat sheet, which is NAS Exhibit 215, you were
asked by M. Flinn on direct about the accuracy of the
snowy plovers, and | believe you may or may not have
been asked about its accuracy concerning Tufa towers.
And 1'mgoing to ask you about its accuracy concerning
t he phal aropes, and 1'mgoing to ask you to tell us
what Exhi bit 215 says about phal aropes at different

| ake | evels.

A &oing fromthe no-action level to ProgramA, there

woul d be no change in the phal aropes. Going from
Program A to Program B, the phal aropes are said to
beconme nore visible to visitors, and going from Program
B to ProgramC, there is no change, but they're nore
visible to visitors relative to Program A
Q If that statenent were incorrect and there were no
difference in the visibility of the phal aropes between
any of these |ake level alternatives, would you expect
the valuation of Program B and Program C to be sonewhat
| ower ?
A Rel ative to Program A, yes, that's correct.
Q &oi ng back to the design of the materials that
went into the CV analysis, given your current
under st andi ng of the Mono Basin, if you were
redesi gni ng the cheat sheet today, would you nmake any
changes?

MR, FLINN: Objection. Relevance.



HEARI NG OFFI CER DEL PI ERC.  Response,
Ms. Goldsmith?

M5. GOLDSM TH:  The rel evance has to do with the
statenent of the different alternatives.

HEARI NG OFFI CER DEL PIEROC. |'Ill overrule the
obj ecti on.

Go ahead and answer the question.

DR. CARSON: The one thing | would change on the

sheet here which is 215-A?

QBY M5. GOLDSM TH  It's 215.

A BY DR CARSON: 215. 1Is the depiction of the dust
stornms. The inpression that a person gets fromthese
dust storms is that the |ocal residents and the
visitors would be affected by the dust stornms. 1In the
bi g panphl et on one page --

Q Which is Exhibit NAS 215- A

A There's a statenment which makes the correct point
that the dust storns are on the east side of the |ake
away frommajor visitor sites, but if you |l ook at the
description on the individual prograns that were

val ued, what you see is actually a depiction which
woul d have given people the inpression the dust storns
were nuch nore wi despread.

For instance, on ProgramB, it says, "The
reduction in exposed | ake bed woul d noderately decrease
the severity and frequency and the extent of dust
stornms in the Mono Basin."™ That actually conveys an
i naccurate inpression of where the dust storns are and
who woul d be affected by it.

MR FLINN. M. Del Piero, I'"'mgoing to renew the
objection M. Dodge nade in ny absence. | appreciate
it, but this is not on relevance. This is on
conpetence grounds. This witness is not an expert in

air quality. He admitted he's not an expert in Tufa.
And his testinony about what's an accurate description
of the conditions at Mono Lake is sonething he's not
qualified to tell us.

HEARI NG OFFI CER DEL PI ERO:  Ms. ol dsmith?

M5. GOLDSM TH: | can rephrase this as a
hypot heti cal .

HEARI NG OFFI CER DEL PIERO Then I'mgoing to
sustain that objection.
Q BY M5. GOLDSM TH: Assuming that the statenent in the
Exhi bit 215 for no action which states that the dust
stornms woul d occur on the east side of the | ake away
frommajor visitor sites and residences is accurate.
A kay.
Q You are an expert in conveying material and CV

studi es; are you not?

A Yes, | am

Q Do you have an opi ni on whet her or not the synopsis
of dust stormeffects on Exhibit 215 is accurate?

A It is not. Wthout that clarification being very
strongly nmade to the respondent, the presunption is

that telling people about the dust stornms and they're
violating state air quality standards, would be
assum ng that they're having an adverse effect either
on local residents or visitors.



Q It's true, isn't it, that the fact that these dust
stornms occur in the eastern part of the | ake away from
visitors is not nentioned even in Exhibit 215-A for
Lake Level B or Lake Level C?

A Correct.

Q VWhat was the process of the CV survey that was
done? How was it done?

A Principally, Mchael Henninen and Thomas Wgge
were in charge of designing the contingent val uation
survey, went through a process of pre-testing on
respondents and sone work to insure that it worked. It
was reviewed on several occasions as to the genera
statenments nade by the technical reviewteam

Q Then what happened to it?

A Then what happened to it? Then, you know, from
that point out, they finalized the survey and went out
and admi nistered it to roughly 600 respondents.

Q How was it admi ni stered?

A It was administered in a conbination

mai | -t el ephone survey where people were first called by
phone and asked if they would be willing to participate

in the survey. It was then -- these materials here --
Q Referring to 215 and 215- A?
A -- were sent out to the people who agreed to

participate in the survey. Those people were then

| ater called on the phone again and asked questi ons
regardi ng Mono Lake, whether they had gone there, and
were read descriptions of the prograns and told to pul
out this card and have it in front of them

Q What we've referred to as the cheat sheet; is that
right?

A Yes. And they were then asked whet her they were
willing to pay specific anmounts for Prograns A, B, and
C

Q So in actually respondi ng on the tel ephone, we
know t hat they were asked to pull out the cheat sheet,
Exhi bit 215 specifically, and were responding from

t hat ?

A Ri ght. Yes.

Q Do you know whether all the respondents read the
| arge panphl et ?
A Clearly, sonme respondents didn't read the

panphl et, and that's because we knew that we had to
actual ly send back out questionnaires to sone people
who said they had never seen it and also in

mai | -t el ephone surveys of this type, people tend to set
the thing aside and wait for you to call. So sone
peopl e woul d have read it and some people woul d have
not read it. And when they would have read it woul d
have differed, you know, within -- some people may have

read it the day of the interview Sonme people may have
read it a week earlier.

Q But we know that they were asked specifically to
refer to the cheat sheet?

A Right. This was supposed to be pulled out and in
front of them as they went over whether they were
willing to pay specific anmounts for each of these



prograns.
Q Now, if people erroneously assuned that these dust
stornms were affecting tourist areas and the western
parts of the | ake where visitor centers are, do you
think they m ght have nore greatly val ued the reduction
of such storns than if they had correctly understood
the | ocation?

A Yes.

Q Now, M. Flinn al so asked you, assuming that the
snowy plovers would not be affected by changes in | ake
| evel , he asked you to assune that, and he asked you to
assume that the Tufa effects were overstated in the

survey material. Do you renenber that?
A Yes, | do.
Q He asked whet her under those circunstances, the

points that were arrived at for Prograns B and C woul d
be higher. Do you remenber himasking you that?
A Yes, | do.

Q And do you renenber that you stated that --

A | should make a -- yes, if the point for C would
be hi gher.

Q My notes say B and C.

A kay.

Q And did you -- do you renmenber your response that
was that it would be somewhat higher?

A Yes, | do.

Q Now, in your direct testinmony at Page 55 you
stated that the maxi mumvalue for public trust benefits
based on the CV survey was likely closer to Point A
than to Point B, and that it would be a snooth curve.
Do you renenber that?

A Yes, | do.

Q How woul d a change -- an increase in the val ue of
Point C affect your conclusion concerning the |ocation
of the maxi mum point of public trust benefit?

A As long as Program C remai ned substantially bel ow
Program B, it's not going to affect the general shape
of the curve which places the naxi mum between Prograns
A and Prograns B.

Q I"mgoing to ask why that is, but since when |I ask
you why that is, I'munable to understand it, |'m goi ng
to ask if you can illustrate that for us. Be sure and

take the m crophone.

A VWhat |'m going to display here --

Q Is this Figure 1 fromDr. Henninen's testinony?
A Yes, it is.

Better?

HEARI NG OFFI CER DEL PIERO It doesn't hold, so if
you want to pull it up, the reason that you' ve got the

clip belowit is you can work the clip up to hold it in
place. This is the nineties, the decade of limted
expect ations.
(Laughter.)
M5. GOLDSM TH: Wbuld you like ne to hold it?

DR. CARSON: No. | think I've got it right
t here.

Essentially, what M chael Henninen in doing this
curve -- what Jones and Stokes did is assume this



straight |ine between Prograns A and B and anot her
straight Iine with ProgramC.

Q BY M5. GOLDSM TH: Wi ch you' ve now drawn in green?
A BY DR CARSON: VWhich I've now drawn in green.

Things in economcs are typically much snoot her than
that, so you woul d expect the curve to be snmpboth. Wat
he also didn't recognize in doing this is that the
no-restrictions scenario is down here, so there are
actually three points. You can ignore what Cis

al together and just take the first three points and you

get roughly the same shaped curve, which puts the
maxi mum sonewher e between Prograns A and B

You can al so raise Program C up substantially, and
it doesn't change the fact that the nmaxi mumis between
Programs A and B. kay? So we're |ooking at
willingness to pay for the public trust benefits per
househol d, and so this area right here is sort of the
i ncrenent fromgoing from 6375 to whatever level this
Program B represents --
Q You' re tal king about the nunbers on the vertica
access?
A Be it 6390 or 6383. So what that's saying is that
those public trust benefits are at a maxi mum somewhere
past 6375 before you get to ProgramB

Q How much hi gher woul d Point C have to go in order
to affect that concl usion?

A Point C would -- what |'ve estimted here i s Point
Chas to -- it's basically at zero right now, and it

woul d have to get up into about the 60, $65 range, so a
dramatic increase over where it is now.

Q Are you famliar with Dr. Stein's testinony
concer ni ng Tuf a?

A Yes, | am

Q And 1'mgoing to read to you from Page 7 of his
testinmony, which is identified as NAS and Mbno Lake

Committee No. 1-T, where he --

MR FLINN: Go ahead. I1'mgoing to object to it,
but finish your question.

Q BY Ms. GOLDSM TH:  Where he di scusses --

MR, Bl RM NGHAM  Excuse me. Before you ask that
guestion and M. Flinn objects, may | confer just a
noment with Ms. Gol dsm th?

HEARI NG OFFI CER DEL PI ERGC  Yes.

Dr. Carson, while they're conferring, can you put
t hat back up?

DR CARSON:. Yes, | can.

HEARI NG OFFI CER DEL PIERO | want to ask you a
few questions. |Is that chart dependent upon an
assunption that the highest point is Point B?

DR. CARSON: It depends on --

HEARI NG OFFI CER DEL PIERC.  Could it not be that
if an alternative were chosen between the | ake
el evation of Program B and the | ake el evation of
Program C, that a point higher on the scale could have
al so caused the apex of that curve to be higher?

DR. CARSON: If you can get Point C up high
enough.

HEARI NG OFFI CER DEL PIERO |I'mnot tal ki ng about



Point C. I'mtalking about in terns of the survey, if
t here had been a nedian --

DR. CARSON: Between A and B?

HEARI NG OFFI CER DEL PI ERO.  Between B and C.

DR. CARSON: Between B and C.

HEARI NG OFFI CER DEL PIERO Is it possible that if
an alternative had been avail abl e between rel ative
el evations of B and C, could a point higher than Point
B on that chart be a possibility?

DR. CARSON: Yes. Unlikely but possible.
Q BY Ms. GOLDSM TH:  Now, Points A B, and C are
identified on survey instruments with specific |ake
levels; is that correct?
A BY DR CARSON:. Correct.
Q And what they really describe is a set of
conditions; is that right?
A That's correct.
Q And if the set of conditions differs fromthe | ake
| evel that's been identified in the contingent
val uati on survey, they would be nore accurate for
what ever the conditions are; is that right?
A That's correct.

Q Now, are you famliar with Dr. Stein's testinony?
A Yes, | am
Q I"mgoing to read to you a portion of that

testinmony from Page 7 of National Audubon Society and
Mono Lake Committee Exhibit 1-T on Page 7 at the top

where he di scusses conditions at Lee Vining G ove, Tufa
Grove in sumary.

A This is the visitor's center.

Q The | ast sentence of that summary says, "At a | ake
| evel of 6400 feet, roughly 5 percent of the Lee Vining
Tufa towers are still visible with nost of them water
based, and when the | ake reaches 6410 feet, all towers
are subnerged.”

I"malso going to read you from Page 10 of that
same exhibit fromhis summary of conditions at South
Tufa Grove. The | ast paragraph of that summary says,
"At a |lake level of 6400 feet, approximately 90 percent
of the small towers at South Tufa G ove would be
toppl ed, roughly 5 percent of the towers of this grove
woul d remain visible. Mst would be water based. As
t he | ake approached the nanagenment alternative |evel of
6410, all small towers would be toppled. Al Tufa,
standi ng or toppled, would be submerged.”

Assuming that Dr. Stein's statenents are correct,
are the survey instruments consistent with those
st at enment s?

A Yes, they are.

Q And based on the oral responses, the
anplifications that the survey respondents gave, is it
likely that Point C would rise nuch above the val ue

t hat was given?

A No, indeed. Because at Point C, the Tufa at the
nost visited places is basically all subnerged, which
is consistent with the statenent "nobst of the | ake's
towers are covered with water." There would be no



reason to expect that Point C would rise, and Point C
has to rise substantially for the maxi mumnot to be
bet ween A and B.

Q Now, Ms. Koehl er asked you whet her you were
famliar with Dr. Henninmen's testinony concerning
pricing studies as conpared with contingent val uation
studies. Do you recall that?

A Yes, | do.

Q And | believe you were concerned about the
accuracy of her characterization of Dr. Henninen's

testi mony?
A Yes, | was.
Q Have you had a chance to review his testinony, his
witten testinony -- and I'msorry, | don't renmenber
the exhibit nunber of it. Is it onthe front? It's a
State Water Resources Control Board exhibit.

MR, SATKOWSKI:  Is that Henninmen's exhibit on the
curves?

DR. CARSON: Yeah, the witten testinony.

VR SATKOWEKI : 34

QBY M5s. GOLDSM TH: It was the State Board Staff
Exhi bit 34. Have you had a chance to review that?

A BY DR CARSON:  Yes, | have.

Q And did Dr. Henninmen state in his testinony that
the pricing approach is nore accurate than the

contingent -- wait for me to ask the question, please.
A Right, I am

Q Is nore accurate than the contingent val uation or
t he ot her way around?

A Dr. Henninmen's testinony does not address the

rel ati ve accuracy of either approach in the abstract.
Q It's nice to see that you don't discrimnate

agai nst attorneys. What did he say in his testinony?

MR FLINN:  Just in the order of tine, his
testinmony is what it is. W don't need to have this
wi tness take all of her tine reading sonething that's
already in the record.

M5. GOLDSM TH: It may already be in the record,
M. Del Piero, but there were sonme points that
Ms. Koehl er was making that are relevant, and | think
that the record on this cross-exam nation should be
accurate. And they relate to sone of the questions
that | have to ask.

HEARI NG OFFI CER DEL PIERO Let me point out you
have six mnutes left of your 30 mnutes. Ckay?

M5. GOLDSM TH:  In the 30 minutes? | would ask
for an application for nore tinme and the reason is that
there was roughly four or five hours of
cross-exam nation in which the cross-exam ners got
mul tiple opportunities to extend their tine, and I
believe that this is a subject that needs clarity.

MR FLINN:. M. Del Piero, | would oppose if that
time is given now | do not oppose, if Ms. Goldsmith
gets nore redirect after |I leave. | would oppose her
having it now.

M5. KOEHLER M. Del Piero, if | may add sone
clarity to this.
HEARI NG OFFI CER DEL PI EROC.  You, too, have



somet hing to contribute.

M5. KOEHLER: | do have sonething very short to
contribute.

HEARI NG OFFI CER DEL PIERO  You' ve been sitting
next to Dodge too | ong.

M5. KOEHLER: I'msorry if | was unclear in ny
qguestions this norning. M questions were not wth
regard to Dr. Henninmen's witten testinony. They were
with respect to his testinony on direct and
cross-exam nation. | was not naking any
representations with regard to Dr. Henninmen's witten
testinmony this norning.

HEARI NG OFFI CER DEL PI ERO. Ms. ol dsmith?
M5. GOLDSM TH: Al t hough, | would prefer to

continue with the direct, I will yield to M. Flinn,
and | would hope that I will have the time |I feel |
need for redirect. I'Il yield right now | think

we're going to a new subject.
HEARI NG OFFI CER DEL PIERO. Fine. M. Flinn, are
you prepared?

MR FLINN. I'mready. | apologize --

HEARI NG OFFI CER DEL PIERO | need to point out
that if recross and redirect in whatever order takes
pl ace is not conpleted by four o' clock, I'm]leaving.
Staff's | eaving.

M5. FORSTER |'IIl stay.

(Laughter.)
HEARI NG OFFI CER DEL PIERO. |'mtaking the Court

Reporter. She's got to do Big Bear tonorrow norning at
ei ght o' cl ock.
(Laughter.)
MR BIRM NGHAM Ms. Forster, we have nore
Reporters back at our office.
(Laughter.)
HEARI NG OFFI CER DEL PIERO. No. You don't you use
the same firm
kay. M. Flinn.

RECROSS EXAM NATI ON BY MR FLI NN
Q I"mrevisiting -- | apologize for it. This wll
be very quick -- Table 3 and 14, and | just want to
revisit with you gentlenen the suggestion that was nade
by a nunber of people yesterday that we ignore a point
of reference and sinply take a | ook at the increnental
changes on each one of these values starting fromthe
no restriction and going forward. And I'll represent
to you gentlenmen that | did just that with each one of
the colums to the right shows what the val ue woul d be
if you normalize the no restriction to zero.

Fol l ow ne so far?

A BY DR CARSON:  Yes.
Q If you do that, would you agree with ne that --
strike that.

I know you gentl enmen di spute the absol ute val ue of
the 759.7 mllion. You explained that yesterday. You
don't need to revisit that again. But if you accept
t hat number as accurate, would you not agree that you
woul d have to have shortage costs on the order of $700
mllion at any of these |lake levels in order to get a



negati ve econom c benefit of restoring the public trust
at Mono Lake?

A BY DR WADE: Those nunbers are expressed in absolute
val ues up there? That nunber 746? | would -- as a

matter of fact, we put into the record absol ute val ue
nunbers, two billion, five billion, six billion. Wich
one do you want ?

A BY DR. CARSON:  Maybe --

MR FLINN:  Could I have the question read back
and could I have an answer to ny question?

(Whereupon the record was read as requested.)

DR. CARSON: No, | don't. | should explain that
answer, and if | could have that graph back up, I'lI
explain what the problemis
Q BY MR FLINN.  Your answer no is fine, Sir. 1"l
take your no. You disagree with that, and we'll put on
sonmebody el se who could say that that's perhaps
different.

Let me go and visit another subject because | have

alimted anount of tine. In the answers to sone
questions M. Frink asked, | believe it was you,
Dr. Wade, who gave us the acre-foot cost of your -- of

the water that under your analysis MAD was actually
able to deliver at approxi mately $676 an acre-foot. Do
you recall that question?

A BY DR. WADE: Yes.

Q And then M. Frink asked you sone questions about
that, and we didn't get too far. And | spent sone tine
doing up this table, and I'lIl have this typed up and

mar ked as our exhibit next in order for the record.
And what | did was | put in the first columm three
different alternatives, the L. A nanagenent plan, 6390
that M. Frink asked, and 6410. And then |I took the
45,700 acre-feet, which | understand to be L.A"'s
estimate of its exports under its managenent plan, and
then the Draft EIR s 3700 and -- 37,000 and 22, 000
exports at the two other alternatives fromthe Draft
EIR 6390 and 6410. And | did a little arithmetic and
sinmply subtracted from 6390 the difference fromthe
managenment plan and subtracted the same for 6410. And
then what | did was | nultiplied those differences
times six -- $776, and we have 5.9 mllion and 16
mllion incremental costs between 6390 and 6410.

Now, with that explanation of what this chart is
all about, Sir, I'll ask you a very sinple question
If you assune, and | know neither one of you agree with
this assunption, but if you assune that MAD does have
the additional 8700 or the additional 23,700 avail able
to supply to the City of Los Angel es, and assum ng that
t hey bought it at your cal cul ated cost of 700 -- $676,
am| not correct that the costs annually of the 6390 is
approximately 5.9 mllion, and at 6410, 16 mllion?
A M. Flinn, you' ve opened a whol e new can of worns
here, which is a deficiency both in ny analysis and in

the Jones and Stokes' analysis. Neither ny analysis
nor the Jones and Stokes' analysis dealt with the front
end nunbers of years of diversions to the lake to fil



the lake to either one of these levels. And so, in
fact, the analysis -- the arithmetic that you have
there, while | would not quarrel with that arithnetic,
it turns out that it's a neaningless -- it's
meani ngl ess, it's the front end | oading of the filled
water that is the key difference in cost that is
omtted in the Jones and Stokes' analysis and was al so
omtted in ny anal ysis.

Q If you assune that -- again, | know you don't
agree with the assunption, assunme that MAD can supply
that fill water and assune that they can supply that at
$676 an acre-foot, for each additional acre-foot of
fill water you need, you just add $676 to that. |Is
that right?
A Yes.

Dr. Carson --

Q
A BY DR CARSON:  Yes.

Q Let me back up here. |If | can get this back from
M. Birm ngham Here. 1've got a hard copy of that.
Let me get this back for a second.

You'd agree with nme that once we fill the |ake,
assum ng the things | asked you to assume, that's the
number ?

A BY DR WADE: | don't think you asked me anything

other than is 23,700 tines 706 $16 mllion, the answer
to that question is yes.

Q Dr. Carson, in answer to Ms. Koehler's questions,
she asked you about whether or not the respondents in
the Carson-Mtchell CV study were -- had at the tine

t hey gave the study were experiencing increasing bl ock
rate pricing. | recall that you said the answer to

t hat question was yes.

A BY DR. CARSON: In a nunber of the water districts
where the survey was done that was true. In sone water
districts, there was basically a flat rate. So in

ot her words, over the area in which the survey was
done, there was variation in this.

Q Isn't it true that in your study the Northern
California sanmple was nuch small er than the Southern
California sanpl e?

A Yes, it was.
Q Isn't it true that in 1987 nobody in Southern
California with the exception of Goleta had an

i ncreasing block rate structure?

A | don't think that statenent is true, but if you
have got some docunent which makes that statement, we
have -- what's confused in nmy mnd nowis that we've

been putting together a list of cities and their bl ock
pricing structures which have a huge anount of
variation in them

Q Is the answer to my question that you don't know?
A Yes.

Q Dr. Wade, when you were answering, | believe it
was Staffs' questions about the fact that there was all

this uncertainty about water transfers and that should
have been in the EIR, and | wote down sonet hi ng about
you coul d have sat down with sone people for half a day
and conme up with a set of reasonable scenarios on water



transfers? Do you recall that testinony?

A BY DR. WADE: Yes.

Q Was there any reason why you didn't sit down for
half a day with sone reasonabl e peopl e and get sone
reasonabl e water transfer scenarios?

A | was never invited.
Q | take it that if the Water Board got testinony
that it was the equival ent of a reasonable person

gi ving sone reasonabl e scenari os about water transfer
that woul d satisfy you about the non-specul ativeness
about water transfers?

A Not wholly, as a matter of actual fact. A lot of
reasonabl e peopl e have conme and will cone before this
Board, and |'ve read their testinony making clains

about transfers, about reclamation, and about ot her
things, that are really not far renmoved from
woul d- have, coul d-have, shoul d-have's.

I would recommend to this Board that a nuch higher
standard of proof be required such as those as is
president across the street at the California Energy
Conmi ssion, specifically during the eighties when
appeared there a nunber of times related to
co-generation projects which were very sexy and stylish
in the eighties. And they were backing out generation
capacity fromthe utilities which made them sonewhat
unhappy, and there was a huge war over that issue. And
the fact as to what was a real as opposed to a
potential or wanna-be a project becane a very inportant
i ssue which was decided as a matter of policy. And
woul d suggest sone sort of a policy be adopted by this
Board with respect to these wanna-be projects.

Q Do you have an opinion, Sir, as to which is nore
specul ative if by the year 2000, there will not be 1.2
mllion acre-feet available in the Col orado aqueduct,

or that these water transfers m ght be possible? Which
of those two is nore speculative in your opinion?

M5. GOLDSM TH: (nojection. Calls for specul ation.

MR, FLINN: Does he have an opinion as to what is
nmore |likely than the ot her?

HEARI NG OFFI CER DEL Pl ERO. Excuse ne --

MR FLINN: | withdrew the question

HEARI NG OFFI CER DEL PI ERC.  You withdrew the
guestion?

MR FLINN: | withdrew the question

HEARI NG OFFI CER DEL PIERO | had hoped to rule on
it, but please proceed.
Q BY MR FLINN. Do you have an opinion, Sir -- you can

answer this yes or no whether you have one or not -- as
to whether or not it is nore speculative to count on
water transfers or nore specul ative to count on MAD

| osing approximately half of its current California
aqueduct deliveries?

A BY DR WADE: | personally believe that transfers are
the future in the California water business, and that's
a personal speculation on nmy part. But if you exam ne
t he nunbers, the econonic cost and benefits of noving
water around, it has to occur. But that's a
specul ati on because | cannot |ay before you the path



that's going to make that happen

Q I want to talk once nore about shortage costs and
probably to you, Dr. Carson. You were testifying as to
the use of an ultra-lowflow shower head incurs a
shortage cost because it deprives people of the |uxury
of all that water pressure and all that flow of water?

A BY DR CARSON:  Yes.
Q How about an ultra-lowflush toilet. Assum ng
that an ultra-lowflush toilet is efficient at doing
the thing that toilets do as a regular toilet, is there
a shortage cost associated with that? Beyond the cost
of the device itsel f?
A At least the initial generations of |owflush
toilets created |lots of problens and resulted in |arge
nunbers of consumer conplaints. Supposedly, designs
now bei ng used elim nate those problens. 1f, indeed,
that's the case, there would not be any cost other than
the cost of installation
A BY DR WADE: | would report, however, though those
probl ens are not going away, and it remains a problem
in the water conpanies of California and probably
Arizona. There is consuner dissatisfaction with a
nunber of these devices.
Q Do either of you proffer yourself as an expert on
the effectiveness or efficiency of ultra-Ilowflush
toilets?
A | would say assuredly I am | have one, and it
doesn't work, and I amnot crazy about it.
HEARI NG OFFI CER DEL PI ERO. Gentlenen, |'mnot --
| really amnot going to tol erate havi ng anybody
attenpt to establish what the paranmeters are for an

expert in lowflush toilets.

Wiy don't you continue?
Q BY MR FLINN: | want to go back to your Table B
Dr. Wade. | don't know if we've got a blow up of that
or not. It could be found while |I'm asking these
guesti ons.
A BY DR WADE: It's right there. Table B as in boy?
Q Yes. Yes. You said that your ERM nodel used
demands that included best nmanagenent practices; is

that right?

A That's correct.

Q Is that the same demand figures that show up in
Table B, or are they different demand figures?

A They're different. Table B is a conparison of the
Jones and Stokes' nunbers and their sanpling approach
to the Jones and Stokes' nunbers in our sinulation
approach. So we have the demand nunbers and supply
nunbers that are identical or virtually identical in
the top and the bottom and the difference between the
top and the bottomis one correction --
Q I haven't asked you about the difference between
the top and the bottom | may get to that.

Let me just -- the assunptions in Table B with
regard to demand, |ocal groundwater, reclamation
supplies, were all the same ones as in the Jones and

St okes' nodel s?



A Correct.
Q kay. Let me put another overhead up here, if |
can. It's not one we've seen, but for the record, this

is a copy of National Audubon Society and Mono Lake
Committee Exhibit 4. Let nme tell you a little bit
about it to the extent it's not self-explanatory.

This is a chart that attenpts to do two things.
It attenpts to depict historically between 1978 and
1992 or '3 what L.A 's historical demand and from what
sources that demand was net, and then shows the results
of a sinmulation nodel that will be presented by
Cal - Trout and Audubon. So I'mnot going to ask you any
guesti ons about the projections, so I'mgoing to draw a
line here at 1992 and just sort of ignore this for the
ti me bei ng.

Are you gentlemen generally famliar with L.A"'s
hi storical supply and demand figures from'78 to '92?
A Well, as indicated in the Jones and Stokes' Draft
EIR and in my own adoption of those.
Q So not hing here junps out at you as plainly wong
about those nunbers; is that right?
A | would say |I'd have to conpare those nunbers on
the table to nunbers | mght have on the table. |
couldn't answer the question. Wy don't we just go on

and agree with you?

Q Sure. Let me ask you to assune they're accurate.
Am 1 right that --

A BY DR CARSON: It would be hel pful if you could
sinmply point out what was what. Actually, | suspect

this shows up real well in color. So at the bottom
we're | ooking at the Mono Basin --
Q ["Il just draw little arrows here. This is Mno,

and this is Ovens. This is groundwater, and excuse ne,
and this is MAD, | believe. Yes.
A kay. So do these things add on top of each
other, or are we going up cunul atively?
Q They add on top of each other so the top line is
the total denmand

Am 1 right that this graph shows a dramatic
decline froma peak in 1987 of over 700,000 acre-feet
to bel ow 600, 000 acre-feet between the peak in '87 and
1992?
A BY DR WADE: It looks to nme |like the drop off is
between '90 and '92, isn't it?
Q ["Il just represent to you that the actual very
peak, the nost L.A ever used in water was in 1987. It
was approxi mately 712,000 acre-feet, and the actua
nunmber for 1992 is |ess than 600, 000.
A Probably associated with an anonmal ously dry, hot

year in 1987 following a very wet year in 19867
Q Who knows?

My next question to you is sinply between 1987 and
1992, did the Gty of Los Angel es endure a shortage of
the type that your shortage costs that you' ve been
telling us about at $4,000 an acre-foot were endured?
A No. The City of Los Angel es endured sone shortage
in 1991.

Q Not 1992 at all?



A Not really. 1992 was a much better year.
Q So even though 1992 was the | owest -- was 100, 000
acre-feet less than the population used in 1987, it was
a larger population in 1992, they weren't enduring any
shortage costs?
A The question is perhaps best answered wth
reference to the time frames for the progranms. The
City of Los Angeles went into its Phase Three of its
Wat er Emergency Managenment Plan in May 1, 1991. It
went into Phase Two in, | think, March 1991. 1'm not
quite sure when they came out of that --
A BY DR CARSON: 1992 you're also starting to see a
massi ve contraction of the Southern California
econony.

MR HERRERA: Two minutes, M. Flinn.

DR. WADE: To cut to the chase, Metropolitan was

i n Phase Five of its managenent plan from March 1991
until February 1992, and then it was backed off. So
they were both out of their water managenent plans in
early 1992.

Q BY MR FLINN: Dr. Carson, |I'd asked the Reporter to
mark sone testinony, and we can find it if you don't
recall it. But | recall that | heard you say that

recl amati on and water conservation were not expected in
the Gty of Los Angeles to be a nethod of neeting

i ncreased demand. |s that accurate?

A BY DR CARSON: | believe maybe Dr. \Wade mmde t hat
st at enent .

A BY DR WADE: But | didn't nake that statenent.

Q kay. So whatever's in the record --

A BY DR CARSON: Maybe we coul d have the record read.

Q We could do that, but 1've only got a few nore

mnutes, and I'll just try to ask the question.
Nei t her one of you would quarrel with the

proposition that the City of Los Angel es can neet

expected increases in demand by a conbi nati on of water

recl amati on and denmand reduction?

A BY DR CARSON: Those nethods will certainly help to

contribute to neeting the denmand.

Q But they can't neet it by thenmselves. 1s that

your testinony?

A | should say I"'mnot sufficiently famliar with
what projects could technically be done to answer that.
Q So you don't have an opi nion one way or the other
on that subject?
A Correct.
Q Now, since 1988, L.A.'s done w thout any Mno
Basin water; isn't that right?
A Correct.
Q And - -
A At | east according to your chart.
Q As one of the lawyers involved in getting the
i njunction to acconplish that, I'll ask you to assune
that's the case.

L. A. has been able to replace the water with MAD s
supplies and ot her nechanisns; is that right?
A BY DR WADE: Yes.
Q If you accept as true --



A They' ve been able to replace the water with
Metropol i tan supplies virtually exclusively and

seem ngly associated with the production and demand
driven both by the dem se of the Southern California
economny and drought in 1991.

Q If you accept as true the proposition that

i ncreased demand will be net by reclamation and demand
producti on nmeasures and if MAD's ability to deliver

water at |east does not dimnish as it is now, then
you'd agree with me that L. A could continue to do
wi t hout any Mono Basin water at all?
A I wouldn't agree or stipulate to your |ast
condition about Metropolitan. Metropolitan's ability
to continue to make these large deliveries to MAD are
unknown.
Q | ask you to assume that their ability at | east
woul d not dimnish. If you accepted those as true, you
woul d agree with nme that L. A. does not need any Mono
Basi n wat er?
A Yes. But the reason we've sat here this norning
is dealing nmostly with the question of whether or not
Metropol i tan can make the deliveries.

MR, HERRERA: Your tinme is up.

MR FLINN:. "Il stop now.

HEARI NG OFFI CER DEL PIERO  Thank you very much.
Have a safe trip.

MR, FLINN:  Thank you. And | appreciate the
consi derati on.

HEARI NG OFFI CER DEL PIERC. Ms. Goldsmith, had you
reached your 20 m nutes?

M5. GOLDSM TH: | think I had seven m nutes |eft.

HEARI NG OFFI CER DEL PIERO M. Herrera?

MR, HERRERA: That's correct.

HEARI NG OFFI CER DEL PIERO | assune you're goi ng
to request an additional 207?

M5. GOLDSM TH: | probably am

HEARI NG OFFI CER DEL PIERO  Fine. You take the
first seven, and then let nme know how nuch nore.

M5. GOLDSM TH:  Fi ne.
MR, HERRERA: Could you nove the m crophone,

Ms. Col dsmith?

REDI RECT EXAM NATI ON BY Ms. GOLDSM TH ( Cont i nued)
Q Al right. M. Koehler had asked you about
Dr. Henninmen's testinony, oral testinony, concerning
pricing studies as conpared with CV, and we had
established, | think, that the statenents that she made
and the characterization that she nmade of his testinony
is not contained in the witten testinony which you
reviewed. 1Is that right?
A BY DR CARSON: That's correct.
Q Al right. Wll, assume that in his
cross-exam nation, he said that the pricing study
conducted by Giffith was nore accurate than yours and
that's why it was used. Do you agree with that?
A | don't agree with that. That is a statenent
which is consistent with his witten testinony that he
made a conparison between two particul ar studies, not
bet ween two particul ar net hods.



Q Do you believe that Giffith's shortage cost
valuation is nore accurate than the one which the
Carson-M tchell study estimates?

A No, | don't.

Q Why not ?

A There are a couple of very substantial problens
with the Giffith work. At just the nost cursory view,
it was based on a very limted anount of experience.
This is clearly acknow edged in the Giffith report.
In other words, when you estinmate sonething on past
behavi or, you prefer to have a lot of data. And this
actually had a very small anount of data relative to
how t hese things are typically estimated.

The second -- and a problemwhich I believe is the
much nore severe -- is that at the time this study was
conducted, Met and L. A. DWP and ot her water agencies in
Sout hern California had cranked up a nmassive increase
in their advertising canpaign to attenpt to persuade
people to voluntarily conserve water.

Now, what the Giffith study does, it acknow edges
this in some ways, but thinks that it accurately
controlled for this but msses the large increase in
advertising, is it confounds the price -- the effects
of increasing price in reducing demand with the effects
of the advertising adnoni shing people to voluntarily

reduce demand for fear of nuch nore severe future
i npacts if that was not done.

This is a case where you can't have it sort of
both ways to the extent that advertising was causing
peopl e to reduce their demand to be good citizens, then
the price -- then assigning all of the effects of
reducing the water to the price effect, massively
underestimates the price that it would have taken had
price al one been used to reduce the water consunption

There are some further problens with the work that
are just based on just, again, the limted anmount of
data and the people they drew -- another inportant
aspect to point out, though, is because the Giffith
study sinply pulled the records of residential houses
that were on the upper end of the block pricing schene.
It ignores any inpact on businesses, and this was a
time period where these water shortages and the
potential for future water shortages was having a
relatively severe inpact on future business decision
maki ng and on their actions at the tinme.

So the Giffith study -- the price effect greatly
underesti mates for the residential sector alone what
t he shortage cost woul d be.

Q Now, the Giffith study was the basic study that
under pi nned the Los Angel es mayor's bl ue ribbon panel ?

A Right. And what's to recognize is Los Angeles did
a very, very good thing by nmoving to a block pricing
structure with increasing prices. It's sonething that
any good econom st woul d basically recommend that they
do, and it did, indeed, have some effect on reducing
denand.

The problemw th that study is it attributes al



the reduction of demand solely to the increase in
price.
Q Thank you.

Now, you mentioned that there was a very extensive
advertising canpaign. Wuld those costs normally be
included in this shortage cost? Yes or no?

A No. But they perhaps -- they're certainly not
included in the Carson-Mtchell shortage costs. There
woul d be an el ement of perhaps doubl e counting that
could be sorted out because it's not conpl ete double
counting, but part of those costs should probably be
added.

Q Ckay. Now, the two --

A BY DR WADE: Could I read the offending paragraph
where the factual error is nmade?

Q I'd prefer not.

A Al right.

Q The two criticisns that Dr. Hennimen nay have had

your Carson-Mtchell study was, first of all, that it's
outdated. Do you agree with that?
A BY DR CARSON: Certainly, you would like to do these
studies nore often and a newer study has been
conmi ssioned. Relative to nost of these economc
nunbers that run around in these nodels, a nunber which
is only five years old is basically a current nunber.
Q And are you aware of any events or circunstances
that, in your opinion, would have drastically changed
t hose esti mates?
A As | testified earlier, certainly you woul d expect
some change in the distribution as people's
expectations were fulfilled sonewhat differently than
what they thought at the tinme, but given our
exam nation of Northern California which experienced
nore water shortages than Southern California, you
woul dn't expect very drastic sort of changes.
MR HERRERA: That's seven m nutes,
Ms. Gol dsmith.
M5. GOLDSM TH: 1'd like to ask for another 20
HEARI NG OFFI CER DEL PI ERO. G anted.
Q BY Ms. GOLDSM TH: The other criticismthat
Dr. Henninmen had --
HEARI NG OFFI CER DEL PI ERO. Excuse ne,
Ms. Goldsmith. | think it's probably also safe to

assune that we are not going get done with this pane
at four o' clock.

M5. GOLDSM TH: Qur next day is Decenber 1st, if
I"mcorrect.

HEARI NG OFFI CER DEL PI ERC.  How many nore
wi t nesses do you have?

MR BIRM NGHAM  Total, we have two w tnesses and
then an additional panel that consists of two
Wi t nesses.

HEARI NG OFFI CER DEL PIERC  And that's it?

MR BIRMNGHAM And that is it.

HEARI NG OFFI CER DEL PIERO  So it's probably
reasonable to assune that we'll be done with you on the
1st of Decenber?

MR BIRMNGHAM | would -- yesterday, | would



have said that was reasonable. Today |I don't know.

M5. GOLDSM TH: One of the -- the last panel has
to do with hydrol ogy.

HEARI NG OFFI CER DEL PIERO. Has to do with
hydr ol ogy?

MR BIRM NGHAM The | ast panel will also have a
ot of information on the Los Angel es Departnent of
Wat er and Power Management Pl an, and many of the
guestions that have been asked by the Staff during the
exam nation of other witnesses will be answered during

t hat presentation.

HEARI NG OFFI CER DEL PIERO  No econoni sts on
t hat ?

MR, BIRM NGHAM  There are no economi sts.

M5. GOLDSM TH: There are water nodel ers, though.

MR DODGE: Just to indicate that, at |east our
little table here, we'll have very few questions for
t hose fol ks.

MR BIRM NGHAM Then it may be reasonable to
expect we'll finish in one day.

M5. GOLDSM TH: One of the things that's been
concerning me in terns of the session that's planned
over the nountains is whether or not we're going to go
until dark and beyond on the 2nd, and I would venture
to say that certainly Los Angeles in --

HEARI NG OFFI CER DEL PIERO Ch, we're going to
break early on the 2nd.

M5. GOLDSM TH: -- in chief would be done by the
time --

HEARI NG OFFI CER DEL PIERO W're going to break
early on the 2nd. WMaybe | didn't indicate that
yesterday, but I was talking to M. Canaday of breaking
like at three o' clock in the afternoon on the 2nd in
order to accommodate travel over to -- | think we're
doi ng June Lake?

VR CANADAY: Pardon?

HEARI NG OFFI CER DEL PI ERC.  June Lake? \ere are
we goi ng? Have we got a | ocation?

MR SMTH  The visitor's center.

MR, CANADAY: We will be doing it at the Forest
Service visitor's center in Lee Vining.

HEARI NG OFFI CER DEL PIERO. That's on the 3rd,
right? |1 had assuned that we were going to break
between two and three on the 2nd in order to facilitate
travel over the Sierras that night so that everyone
could be there the foll ow ng norning.

MR, CANADAY: M. Del Piero, do you wish to start
at 9:00 a.m that norning or later?

HEARI NG OFFI CER DEL PI ERO. M. Dodge?

VR DODGE: Well, | don't want to waste the hour
we have left, but one thing that we've tal ked about
informally is possibly taking aircraft over Friday
nmor ni ng and coming back Friday evening. And | -- |'ve
talked informally to M. Birm ngham about that and al so
to Staff as to how nany peopl e mght be representing
the Water Board goi ng over.

HEARI NG OFFI CER DEL PIERC.  Well, 1'I11 tell you
what. We'll figure that out when I'm gone, and
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M. Canaday can negotiate the transportati on schedul e.
M5. GOLDSM TH: | think there's a reasonable

likeliness that our case can finish by the afternoon of
t he 2nd.

HEARI NG OFFI CER DEL PIEROC. | was just given
aut hori zation by the Chair of the Board to del egate
that authority to you, M. Canaday, SO you can arrange
what ever wor ks out.

MR, CANADAY: W'l have ganbling bus |eaving --

(Laughter.)

HEARI NG OFFI CER DEL PI ERO.  Thank you.

CHAl RVAN CAFFREY: We're going to call you Captain
in this capacity.

M5. CAHILL: M. Del Piero, could | raise one
other issue that we might start thinking about? |
think that the first portion of the Department of Fish
and Gane's case will be the El don Vestal deposition
which is on tape, and | don't know whether it has been
your intent to play it here in the hearing roomor if,
in the interests of conserving tine, you had wanted to
make ot her arrangenents to see it. That would give us
some flexibility if Los Angeles finished early on the
2nd, we could play the Vestal tape.

HEARI NG OFFI CER DEL PI ERO: How many hours is it?

MB. CAHI LL: | think about three and a hal f.
M5. GOLDSM TH: I n-flight novie.
MR FRI NK: | think with the breaks, it's |ess

t han three.

M5. CAHILL: It's three to three and a half.

HEARI NG OFFI CER DEL PIERO Do we have copi es of
it nade?

MR, CANADAY: We have one copy.

HEARI NG OFFI CER DEL PIERO Can we have duplicates
made?

MR, CANADAY: How nmany copies do you want ?

HEARI NG OFFI CER DEL PIERC.  Five, one for each
nmenber of the Board.

MR BI RM NGHAM  Excuse ne, M. Del Piero. 1'd
like to note for the record that the Court Reporter,
who has a financial interest in making copies, is
noddi ng her head affirmatively that copies can be made.

HEARI NG OFFI CER DEL PIEROC.  Actually, it's
Ms. Anglin's husband who does that, but |I'msure
she'll pass that information on to him

HEARI NG OFFI CER DEL PI EROC. Five copies,

M. Canaday, if you would. |It's probably safe to
assune that we will not have that played during the
course of the hearing. The Board nmenbers will afford
t hensel ves the opportunity to review that since
cross-exam nati on of a videotape --

M5. CAHILL: It seens to ne likely that -- I'm
trying to figure out when we start -- it |ooks like
probably we wouldn't start on the 2nd. If we do start
then, why don't we play the tape?

HEARI NG OFFI CER DEL PIERO. | don't know. \Wo do

you have planned for your w tnesses after the tape?
M5. CAHILL: It would be Dr. Stein would be our



first w tness.

HEARI NG OFFI CER DEL PIEROC. | would strongly
recommend you have Dr. Stein ready to go on the 2nd

M5. CAHI LL: He's not available in the norning on
t he 2nd.

HEARI NG OFFI CER DEL PI ERO  Wen's he avail abl e?

M5. CAHILL: In the afternoon on the 2nd.

HEARI NG OFFI CER DEL PI ERO.  What tine?

M5. CAHILL: He teaches "til 12?7 Wich is about
the tine we tal ked about breaking.

HEARI NG OFFI CER DEL PI ERO.  Pardon ne?

MR, CANADAY: It would be about 1:30 I|ike we had
t he ot her day based on his class schedul e.

HEARI NG OFFI CER DEL PIERO.  You tell himto be
here at 1:30 on the 2nd. [I'mstill not convinced
L.A.'s going to be done on the 1st. | keep hoping that
we're going to make one of these predictions of mne
W haven't nmade one yet, but we'll try.

Ms. Goldsmith, you' ve got, what, how many nore
m nut es does she have? 207

MR, HERRERA: She's got 20 short five seconds.

Q BY Ms. GOLDSM TH. The other criticism and it wasn't
a criticismof the study because Dr. Henninmen did say
that it was a fine piece of work, but in ternms of using
it in connection with the EIR the other comment that
he had is that because it covered nore than just the
area of Los Angeles, he felt that the Giffith study
was nore appropriate to use.

Can you comment on whether or not that's a fair
criticismof whether it would be accurate to use that
st udy?

A BY DR CARSON: Cenerally, one likes to use a study
specific to the area. Wat shoul d probably have been
done here would been to have taken the raw data, and
the sanple for the G eater Los Angeles area is actually
| arger than the sanple for the CV survey that was used
for Mono Lake. So L.A. area specific estimtes could
have been derived, and ny nenory of having done those
estimates once upon a time suggests that they' re not
greatly different fromthe estimtes for the overal
state report.

Q Now, conparing just in general in the abstract,
and to save tine, I'mgoing to try and put it in ny
words of having to agree or disagree. Is it fair to

say that there are problenms with both the pricing

approach and the contingent val uati on approach?

A Yes.

Q And the problemw th the contingent val uation
approach is that people are getting hypothetica
answers to hypothetical questions, and there's not as
solid as one might like reality; is that right?

A Ri ght .

Q And the problemw th the pricing analysis is as a
| ady pointed out, is that it assunes that whatever
response you're seeing is not wholly due to price?

A Ri ght .

Q And at the tine that the Giffith study, which was
used in the EIR, was being conducted, there was an



advertising canpaign as well, there was a severe
drought ongoi ng, and there were mandatory restrictions;
is that right?

A Correct.

Q Thank you.

Is it reasonable to presunme or to assune that the
sort of water reduction that you'll see people engage
ininacrisis situationis likely to be a long-term
effect?

A No. Indeed, these big reductions that you see
can't be maintained over a many-year period.
Q And so would you agree with nme that the I evel of

conservation that you see in that sort of a situation
is not sonething that you would plan |ong-tern®

MR, DODGE: (bjection. Anbiguous as to whet her
we' re tal ki ng about mai ntaining a decline, or whether
we' re tal ki ng about a continuous decli ne.

HEARI NG OFFI CER DEL PI ERC  Sustained. You can
rephrase the question.
QBY M5. GOADSMTH: In terns of maintaining a
conservation |level that has been initiated and has been
denonstrated during a severe drought, is it reasonable
to assunme that that |evel of conservation can be
mai nt ai ned | ong-tern®
A BY DR CARSON: No. What you tend to see is that
wat er consunption tends to creep back up toward its
former |evels.
Q Sonme questions to Dr. Wade. You testified that
the ERM shortage estimates included consideration of
factors related to D 1630; is that right?
A BY DR. WADE:  Yes.
Q And they did not include consideration of water
requirenents related to the Endangered Species Act and
mai nt enance of the delta?
A The nodel i ng assunpti ons do not include anythi ng
rel ated to the Endangered Species Act.
Q And the nodeling assunptions also did not include

any consideration of a two-part-per-thousand salinity
standard in the delta; is that right?

A No.

Q If the study had included those factors, how woul d
it have affected shortage in the Metropolitan Water

Di strict service area?

A Based on the results distributed |ast week in
Sacranento, the anmount of water available for diversion
woul d be reduced substantially sonmewhere between
550,000 and three nmillion acre-feet are the nunbers
reported in the press, substantially nore requirenents,
nore water fromboth the ag and the coastal urban water
users would be required for ecosysteminprovenent.

Q Ms. Koehler stated that this proceeding is not a
pl anni ng procedure. Wuld you agree with that?

A I would not.

Q And in a planning process -- why would you

di sagree with it?

A Well, the decision here ultimately has to do with
the allocation of water between conpeting benefici al
uses, the City of Los Angeles and the Mno Lake



ecosystem The decision here has to do perhaps with
the distribution of environnental inpacts between the
Sacr ament o- San Joaquin Delta and the Mono Lake
ecosyst em

Q And does the decision here have to do with a
consideration of the reliability of supplies for the
demand in Southern California?

A It has to do with the considerations of
reliability of supplies in Southern California versus
t he needs of the Mono Lake Basin.

Q VWhen engaged in a planning process, is it
generally wi se to base decisions on firm supplies

rat her than specul ative supplies in water?

A Yes. | would counsel that sone policy be adopted
to require sonme standards of proof for the nunbers that
t he various experts, including nyself, would bring
before this proceeding with respect to the assunptions
about demand and conservation, reclamation, water
transfers.

Q I'"d like totalk alittle bit about water
transfers because they were the subject of quite a |ot
of the cross-examnation. And would you agree that if
water transfers are too specul ative to include for

envi ronnent al i npact assessnents, that they're too
specul ative to base future water supply planning on?
A That would seemto be -- have sone fairness to it.
Q O her than the Inperial Irrigation District
transfer to MAD, Metropolitan Water District, are you
aware of any long-termtransfers that have been

consumat ed south of the delta?

A The only other transfer |I'maware of as an assuned
fact is the Rusty Areias transfer for Metropolitan

di scounting the all Anmerican canal. | think you
probably al ready assunmed that one.

Q Are you aware that Thomas G aph and the

Envi ronnent al Defense Fund several years ago offered
to find water through transfers to provide a

repl acenent supply to Los Angel es?

A Yes, | am

Q Are you aware of how nuch water they found for

transfer for Los Angel es?

A | don't think they've been successful

Q So they found none?

A Zero.

Q Concerning the price at which water can be

obt ai ned, we're tal king about shortages of rather |arge
proportions; isn't that right?

A Yes.

Q And as the amount of water transferred increased,
woul d transferabl e water becone nore scarce, would you

expect ?
A That's reasonabl e.
Q And as it became nore scarce, would the price of

transferable water go up?

A One woul d expect that.
Q Is it valid in calculating the anount of
repl acenent costs for |loss of Mono Basin supply, is it



valid to assune that the cost of the first block of
water, the |ower cost water for transfers, would be
dedi cated to replacing the Mono Lake supply rather than
reduci ng the already existing shortage that Met has?

A Metropolitan's water supply outlook is actually,
as is well recognized by this Board I'"msure, so dire
that they nmust make a nunber of -- they nust find water
in a nunber of new ways to sustain their service area
over the next 30 years of the usual planning.

MR, DODGE: Mve to strike. Nonresponsive.

M5. GOLDSM TH: Wbul d you read back the question?

HEARI NG OFFI CER DEL PIERO It was nonresponsive
to the question. | don't know if you're satisfied with
t he answer.

M5. GOLDSM TH: |'ve forgotten the question.

HEARI NG OFFI CER DEL PIERO I'mgoing to overrule
t he obj ection because --

M5. GOLDSM TH: Fine. I'mtrying to hurry through
t hi s.

MR. HERRERA: You have ten m nutes.
Q BY M5s. GOLDSM TH: |I' m confused as to whet her or not

the questions relating to the current price of

transferred water is appropriate to use in considering
the likely price of replacenent water for the Mno
Basi n.

Wul dn't the appropriate price of water be the
mar gi nal cost of water?

MR, DODGE: (bjection. Unintelligible.

HEARI NG OFFI CER DEL PIERO  You want to rephrase
t he question?

M5, GOLDSM TH: | will try.

HEARI NG OFFI CER DEL PI ERO  Ckay.
QBY M5s. GOLDSM TH: I n the context of my prior
guestion to you, increasing scareness of transferable
wat er and the reasonabl eness of assuming that the first
bl ock of |ow priced water woul d be the water that
shoul d be assigned as the replacement cost of Mono

Basin water. |s that a reasonabl e assunption?

A BY DR WADE: I'msorry. | didn't follow your
guesti on.

Q | guess M. Dodge was right.

A It's that tinme of the afternoon. | could try and
answer anyway because | have a notion in ny head, but

I"mnot sure it's the question.

Q VWhat | want to know is since MAD s al ready | ooking
for a large block of water and since you have agreed
with ne that as transferable water gets scarcer, the

price is going to go up, wouldn't you agree with ne
that the proper replacenent cost for |ost Mono Basin
supply woul d be the nost expensive transferred water
rather than the | east expensive transferred water?

A Yes. And we don't know what that's going to be.
W may know what they have bought recently, but we
don't know what they will buy to replace this.

Q Now, Metropolitan Water District supplies a great
deal of the water in Southern California; isn't that
right?

A Yes.



Q And if Metropolitan Water District had a shortage
and knew it was going to have a shortage of sone
substantial proportions, what do you expect the
econom ¢ inpact in the Los Angel es area woul d be?

A Well, they had a shortage in 1991, and it

coi nci ded, unfortunately, with the downturn in the
economnmy. So we don't have any enpirical data, but the
studies that |'ve done have shown substantial |osses
related to drought and to | arge shortages.

Q Wbul d inhibition of growh in Southern California
be a Iikely response?

A Actually, there's no evidence on that. W | ooked.
Q Does Metropolitan Water District have an

interest -- an institutional interest in assuring its

constituents that it will be able to provide adequate
water supply to themin the future?
. DODGE: (bjection. Calls for specul ation
HEARI NG OFFI CER DEL PI ERC  Sustained. You can
rephrase the question.
M5. GOLDSM TH: 1'll wi thdraw the question.
HEARI NG OFFI CER DEL PI ERO.  Ckay.
Q BY M5s. GOLDSM TH: At the very end of the
cross-exam nation, there was sonme di scussi on between
the panel and the Board Staff about the extent to which
the EIR is required to consider the inpacts which may
occur fromtransfers. And is it true that the EIR
suggests that water transfers may be a source of
repl acenent water?
A BY DR WADE: Sort of superficially, yes.
Q Do you believe that it would be irresponsible for
the Board to sinply ignore the effects of water
shortage that woul d be exacerbated by a decision in
this action?
A That was ny direct testinony.
Q And wouldn't it be necessary for an informed and
responsi bl e deci sion maker to at | east want to know the
general environnental inpacts of its decisions?

MR, DODGE: Calls for a |legal conclusion

HEARI NG OFFI CER DEL PIERO. |'msorry. MW
attention was drawn away. | apol ogize.

M5. GOLDSM TH: The question was woul dn't an
i nfornmed and responsi bl e deci si on maker want to know
the Iikely environnmental inpacts of its decision?

MR, DODGE: That wasn't the question. He already
answered that one, and then you went on to ask him
whet her it was necessary to do so. That's the one
obj ected to.

HEARI NG OFFI CER DEL PI ERC: The basis of the
obj ection, M. Dodge?

MR, DODGE: Calls for a |legal conclusion

HEARI NG OFFI CER DEL PI ERO.  Sust ai ned.

M5. GOLDSM TH: Do you object to the question that
| just asked?

MR DODGE: He's already answered it, and | don't
m nd your asking it again.

Q BY Ms. GOLDSM TH:  Wbul dn't an infornmed and
responsi bl e deci sion maker want to know the |ikely
environnental inpacts of its decision?



A BY DR WADE: | would think so.

Q And in this case, do you believe that the Board
can know those effects if the environnmental inpacts of
transfers are not discussed in the chief environnental
docunent, the EIR?

A They cannot.

M5. GOLDSM TH: | have no further questions.

HEARI NG OFFI CER DEL PIERO  Thank you very much,
Ms. Gol dsmith.

Ms. Koehler? I|'msorry, Ms. Cahill?

MS. CAHI LL: No questi ons.

MR DODGE: M. Del Piero, | have just a couple of
guesti ons.

VMR BIRM NGHAM  Excuse ne, M. Del Piero. |
bel i eve that the National Audubon Society and Mono Lake
Conmittee has conpleted their cross-exam nation of
their witnesses. M. Flinn was given that opportunity
and M. Flinn concluded and depart ed.

M5. GOLDSM TH:  In fact, he didn't use his entire
time.

MR DODGE: Really ny point, he didn't use his
entire tinme.

HEARI NG OFFI CER DEL PIERO  How many questi ons do
you have, M. Dodge?

VMR DODGE: Two minutes.

RECROSS- EXAM NATI ON BY MR DODGE

Q Dr. Carson?
A BY DR CARSON. Carson, yes.
Q Good afternoon. You were read sone testinony,
witten testinony, by Dr. Stein, and we're talking
about the 6410 elevation, and the upshot was that at

the Lee Vining Tufa Grove, 5 percent was still visible,
and at the South Tufa Grove at 6410, it was all
subnerged. And then -- trust nme on this. That's what
it said.

And then Ms. CGoldsmith asked you is the survey
consistent with that result, and you said Point Cis
not likely to rise. These are the nost visited
pl aces. Do you recall that testinony?

A BY DR CARSON  Yes, | did.

HEARI NG OFFI CER DEL PIERC. M. Dodge, I'd point
out you have two mnutes |eft.

MR, DODGE: Thank you.

Q BY MR DODGE: Wy is it inportant that these are the
nost visited places?

A BY DR CARSON: Because people go to Mono Lake, at

| east a | arge nunmber of them to see the Tufa.

Q Now, if hypothetically if, at 6410, the second
nost visited Tufa grove still had approxi mately 55
percent of -- excuse ne. Still had approximately 50
percent of its towers remaining, would that change your
answer ?

A That woul d be substantially | ess than Program B
and, hence, that would tend to make -- al nbst guarantee
that Program C would fall lower than B. 1In other

words, if you wiped out half the Tufa and the Tufa that

remai ned was nuch nore covered with water, so | ess was



pr ot r udi ng.

Q Now, | et me back up. At 6410 on the two groves
that Ms. Goldsnmith talked to you about, only 5 percent
remai ned in one grove and none remai ned in the other
A Actually, it says that at a | ake |l evel of 6400,
roughly 5 percent are still visible. When the |ake
reaches 6410, all towers are subnerged.

Q Hypot hetically, if at the second nost visited
grove there was still, at 6410, approxi mately 50
percent of the towers remaining, wouldn't that tend to
push Point C higher?

A Yes. But it would still be substantially |ower
t han B.

Q Can you quantify how much higher?

A No. | nean, the two nost visited places are the

visitors' center and South Tufa. So if you could tell
me what place we were tal king about --
Q I'"mtal ki ng about a hypothetical place right now.
It's the second nost visited Tufa G ove, and at 6410,
approxi mately 50 percent of the towers remain. 1Isn't
it afact that that would tend to push Point C higher?
A Yes.
MR, BIRM NGHAM  (bj ection. Asked and answered.
MR DODGE: Yes.

HEARI NG OFFI CER DEL PIERO  Thank you very much.

M. Koehl er?

M5. KOEHLER:  Thank you.

HEARI NG OFFI CER DEL PIERC | have to tell you,
Ladies and Gentlenmen, I'mreally |ooking forward to
goi ng down to San Bernardino and listening to
M. Somach

MR BIRM NGHAM That's because we |ike each other
so rmnuch.

HEARI NG OFFI CER DEL PIERC  And M. O Brien.
can keep them under control

MR, Bl RM NGHAM  Excuse me, you can keep Stuart
Somach under control ?

HEARI NG OFFI CER DEL PIERO |I've got a nore direct
line in terms of throwing the gavel. He's keeps
calling me your Honor when I'm down there. Mich nore
i mportant than | do here.

(Laughter.)

RECROSS- EXAM NATI ON BY M5, KOEHLER
Q I'd like to see if we can nove down the road
towar ds answering Board Menber Forster's questions
about the bottomline, and I'd like to do that by
starting to ask you, Dr. Wade, what is it that your
testinmony is not about? 1Is it correct that your
testinmony is not about the cost of replacing Mono Lake

water with other -- with water from ot her sources?
Isn't that correct?
A BY DR WADE: That's kind of a conplicated question.
Wy don't we rephrase it as a positive rather than a
doubl e negative?
Q No. 1'd like to phrase it the way that | did
phrase it. So why don't | try again, so that it's
cl ear for you.

In your testinony you did not provide any



i nformati on about the replacenment cost for Mono Basin
water fromthe Col orado River, do you? Your testinony
i s about shortage cost, not about replacenent cost;
isn't that correct? The $95 nillion estinate?

A No. We assuned sone repl acenent.

Q The $95 million estimate is, as | understand it,
the cost of a shortage based on a contingent val uation
study; is that correct?

A That's correct.

Q That study does not include the cost to buy water
when there's replacement water available. That is cost
of a shortage; isn't that correct?

A Partially correct. That $95 nillion is the result
of first asking what water's available to purchase from
the State Water Project and what remains a shortage.

Q And the $95 nmillion cost is the cost of shortage

as neasured by the Carson-Mtchell 1987 contingent

val uation study; isn't that correct?

A And as neasured by the hydrol ogi c uncertainty on
the State Water Project.

Q Fine. But it does not include the cost of buying
Col orado River water, does it?

A No.

Q It is assuned that that water's not available. It
does not include the cost of buying additiona

groundwat er, does it?

A No.

Q It does not include the cost of buying water from
the I ocal supply or buying |ocal supplies?

A Pretty soon you're going to be selling air because
I don't think --

Q In addition -- we're talking -- | amtrying to
tal k about water to replace Mono Basin water. That is

not a cost that's included in your $95 million
estimate; isn't that correct?

A That's correct.

Q Al right. To put it positively now, if you'd
like to. Your $95 mllion estinmate is the cost when
there is no water available and you are neasuring the,
if youwill, lifestyle cost of not -- of foregoing
water; isn't that correct?

A Yes. That's one way of expressing it, lifestyle
cost.
Q Thank you.

A Changed quality of life.

Q Fine. As long as we're clarifying for the Board
that we are not tal king about the cost of additiona
alternative supplies of water. That's what |I'mtrying
to get across here.

Turning to the shortage costs, you' ve testified,
if | understand your testinony earlier, you have --
it's your position that those shortage costs are very
sensitive to the assunptions that you' ve made about
avai |l abl e water supply; is that correct?

A That's correct.

Q And your water supply assunptions are relatively
conservative. |If | can review and nake sure

under stand, you've assuned no water transfers



what soever ?

A Not true.
Q From sources other than the Col orado river?
A | assuned 106, 000 fromthe Col orado Ri ver.
Q I"msorry. Let net make that -- let ne rephrase
t he questi on.

You assunme that there were no water transfers
avail abl e from sources other than the Col orado R ver

and the irrigation district?

A That's correct.

Q Al right.

A There are no other transfers in the record.

Q There are no other transfers in the record? |I'm
sorry. Didn't we establish earlier that Metropolitan

had, indeed, transferred 200,000 acre-feet in water as
recently as two years ago?
A Yes.
Q Thank you.

You al so assunme that -- again, |I'mjust naking
sure | understand your prior testinmony -- that there

will be no Colorado River water avail able other than
the firmyou already discussed; isn't that correct?
The 500 plus the -- the 600 --
A Yes. That's planning assunption.
Q That's it. Right.

And you assune that there will be |ocal supply
availability that's sonewhat |ower than predicted in

MAD s recent planning docunent. | believe we
established that earlier?

A | don't believe that we established that it was
lower. | think we had sonmething like 1.3 mllion

Q You estimated 1.3 mllion. MAD estimates 1.6. So
then it's -- is it fair to say, then, that your
estimates of shortage cost depend on the evidence that

will be submitted to this Board regarding the certainty
or the firmess of other sources of water supply over

the next -- over the planning period to 20107
A Yes. And | have al so suggested, pontificating, if
you will, that sonme standards of proof be required

around those.
Q That's right. You have done so.

And is it correct to say that you' ve assuned that
there really will be no new water fromany of those
sources we've just discussed between now and 2010 firm
enough that you feel this Board can rely on those
sources?

A As is in the record today in California, that's a
fact.

Q Al right. Do you believe it's appropriate to
advise this Board to nmake its decision in this
proceedi ng assum ng that there will be no water
transfers fromthe Central Valley over the next 20
years?

A I"mgoing to repeat the sane point | nade before.
I think this Board should adopt as a policy --
Q | didn't ask you that question. | asked you a

very specific question, and I only have 20 m nutes, so
" mgoing to request that you answer it.



A Whul d you repeat the question, please?

Q My question is do you think it's appropriate to

advise the Board to make its decision in this

proceedi ng assum ng that there will be no water

transfers to MAD from Central Valley in the next 20

years?

A My answer to the question is | think this Board

shoul d make its decision based on firmfactua

know edge of what water resources will be avail able.
M5. KOEHLER | request the Board to ask the

wi tness to respond.

HEARI NG OFFI CER DEL PI ERO  The answer was not
responsi ve, Doctor. Do you want this question read
back one last tinme?

DR. WADE: | understand the question, Sir. The
answer to that question would have to be no.

Q BY M5. KOEHLER  Fine. Thank you. | appreciate

t hat .

A BY DR WADE: And | have to caveat with the answer.
Q Ms. Scoonover asked you several questions on
DWRSIM Do you know whether or not the Metropolitan
Water District agrees with the assunptions in DARSIM

that you relied on in your analysis?

A I do not have specific factual know edge of
that -- Metropolitan Water District enploys a
consultant to run DARSIM W had nunerous

conversations with him but we did not go line by line
with that fellow | don't think we're wi dely disparate
on that.
Q Thank you.

Turning to Dr. Hennimen's witten testinmony. |'m

sorry | confused you earlier in ny representations.
have several questions.

You indicated, Dr. Carson, that the data is not
updated, that it's only five years old. Isn't it
correct, Sir, that your 1987 data is actually based on
a survey having to do with the earlier drought
1976- 1977 drought ?

A BY DR CARSON  No.

Q That's incorrect?

A Yes.

Q Al right. Are you aware that Dr. Henni men nakes
hat representation in his witten testinony?

A He does not.

Q Let me read to you, Sir, fromDr. Henninen's
witten testinony. At the tine of your -- |'m

par aphrasi ng here sonewhat. At the tine of your
survey, now |I'mquoting, their only experience of
drought woul d have been ten years earlier in 1976-1977.
I was concerned that things mght have changed at | east

—

somewhat since then, and | prefer data that
i ncor porated people's actual experience with the recent
dr ought . "

A That is correct, but that's not -- the question --
Q That's fine.

A The question that you asked for clarification here
is did the survey ask about willingness to pay to avoid



a future drought. It did not specifically deal with
anyt hing on the past drought. But that was

experience --
Q But --
A That was your experience base.

Q That was the experience base of your survey?

A Ri ght. But what people were explai ned was what
steps would be taken in a drought, and those were
fairly sinple and easy to understand.

Q kay. Moving along to Dr. Henninmen's other
concerns. |I'mgoing to read to you here so you don't
have any questions about what Dr. Henni nen does and
does not think. "The second reason -- " and this is

t he second concern that he has with using -- "Not with
your study generally, but with using your study for
purposes of this Draft Environnmental |npact Report, is
conceptual and has to do with how one anal yzes the CV
data and whet her or not one allows for the possibility

of price rationing in the event of a drought, which is
what actually occurred in Los Angeles in 1991." And
then |I' m ski pping, "The result is what econom sts cal
a selectivity effect. The outage costs associated with
actual water reductions that occur are not drawn evenly
fromthe entire spectrum of water users but
di sproportionately nmore fromthose with | ower outage
costs. This reduces the aggregate gate outage cost.
"The existing analysis of the Carson-Mtchell data
does not allow for this effect and is, therefore,
upwar ds bi ased upwards, at |east to sone degree."

Do you agree with that paragraph? First answer
yes or no.
A No.
Q You don't. Al right.
A | should caveat the general statenent that M chael
Henni men's trying to make here is that price rationing

does i ndeed reduce the cost of the shortage by all ow ng
t he nost hi gh-val ued people to obtain the water, and
that's a very good thing.

VWhat happens, though, is you' re looking at a
medi an wi | | i ngness-to-pay nunber, so the people who are
at the very top of the curve are actually way above the
medi an. So you're not changi ng the nedian, so on the
statenment that it's biased upward is m staken.

Q Thank you.

You stated that the Giffith's work for the L. A
bl ue ri bbon comm ttee ignored inpacts on business.
Isn't it true that the Carson-Mtchell CV study al so
did not include inpacts on business?
A No. That's not correct because in our contingent
val uation study, we infornmed people that there would be
i npacts on business. And in the discussions of that
study, it was basically assumed that we had included in
our estimates sone of the business inpacts but not all;
that is, that we had included part of the business
i npacts, but not all.

By the nature of the Giffith study, since they
only sanpl ed residential water household bills and
estimated a price reaction, by the way that study was



constructed, they could get none of the business
i mpacts. In that regard, both studies thus
underestimate the water shortage costs to business; one
| ess so than other.
Q Thank you.

| have a clarifying question, Dr. Wade, with
regard to the inpact of the anticipated EPA package, if
you will, of standards, EPA and the other federa
agenci es, that are comng out in Decenber. You
i ndi cated that according to the press reports that you

had read, the inpacts were going to be extrenely high
is that correct?

A BY DR WADE: | indicated that the press reports had
suggested a range between a half a mllion to three
mllion acre-feet.

Q Al right. It's that range 1'd like discuss with
you. Are you aware, then, that there are two sets of

nunbers? EPA has a set nunbers, and DWR has a set of
nunber s?

A Yes, |'maware of that.

Q Do you have any reason the believe that one set of
nunbers is nore accurate than another set?

A I haven't exam ned either set of nunbers. Each
new set of nunbers does have one nunber in commbn, one

mllion
Q Right. That's right.

My | ast question goes to the | egal standards at
issue in this proceeding. Are you aware, either of
you, that there are two separate | egal standards that
are governi ng these proceedi ngs?

A BY DR CARSON: Vaguely, but | couldn't really
describe --

Q I"mnot asking you to. I'mjust trying to find
out if you know anythi ng about them

A No. The answer is, | know CEQA has sonething to

do with this and I know this has been renmanded by a
court, but that's the extent of --

Q Let me suggest to you, then, since | don't want
you to be making | egal conclusions, that under Fish and
Gane Code Section 5937, the Board will be required to
make its decision about flows that keep fish in good
condition without regard to econom c inpacts whereas,
putting it sinply, the public trust issues may be at

t hat poi nt when the public trust considerations cone
into play, at that point economc inpacts may be -- may
be consi dered.

Does your analysis of economic inpacts allow for
this -- do you allow for -- let ne find another way to
put this. Does your analysis allow the Board any neans
of separating out the increnmental econom c inpact of
the public trust issues in this case as opposed to the
Section 5937 fish issues?

A Certainly, perhaps not inpossible, what would you
actually have to do is to separate out what the

physi cal and bi ol ogi cal inpacts were first before an
econom st coul d make some separation

Q So you're saying that that analysis could be done.
Is there anything --
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A Potentially.
Q -- in your testinony that allows the Board today

to determ ne the econonic inpacts of the public trust?
A No. Because what -- you'd have to specify the
physi cal and bi ol ogi cal inpacts before you could
address the econom c inpacts.

Q Then as you testified today, your testinony before
the Board does not allow themto nmake that distinction?

A If you had -- if you had the physical and
bi ol ogi cal --
Q | didn"t ask you if you had that information. |

asked you as you're sitting here today, does the
testinmony that you' ve submitted allow the Board to nmake
that distinction in economc inpacts?
A No. But you could certainly go back
Q You coul d go back, but that wasn't ny question
Dr. Carson. Thank you
HEARI NG OFFI CER DEL PIERO  Thank you very much.
Ms. Scoonover ?
M5. SCOONOVER:  Yes. | have a few questions.
RECROSS EXAM NATI ON BY Ms. SCOONOVER
Q Once again, I1'd like to start with you,
Dr. Carson. The majority of my questions were raised
by Ms. Goldsmith on redirect, and so that will be the
focus of the majority of questions.
Are you an expert on air quality or air quality --
air toxics?

A BY DR CARSON: |'ve done a substantial anmount of
work on EPA grants on air quality. [|'ve done sonme work
on air quality nodeling. |'ve done substantial work on

epi dem ol ogy, and my work has played a part in a nunber
of EPA criteria docunents.

Q Do you know the federal primary health-based
standards for the P.M Ten for a 24-hour?

A It's been about eight years since |I've done air
quality nodeling, and so the answer is with regard to
the current P.M Ten standard, | couldn't rattle it off

the top of ny head.

Q Are you aware that in May of 1993 during Mono Lake
stornms, there were three gross exceedances of the
federal primary health based standards in one nonth?

A In sonething | read, that sounds correct. In
doi ng epi dem ol ogy work, you | ook at exceedances and
exposure.

Q Are you aware that one of those exceedances
reached 981 m crograns per cubic neter.

A No. But I'Il take your word for it.

Q Are you aware that dust stornms at Mono Lake have
covered hundreds of square mles?

A No. | actually have not seen anything to that
effect.

Q Are you aware that aside fromthe Omnens Basin,

Mono Lake has the worst P.M Ten viol ati ons anywhere in
the United States including downtown Los Angel es?

A No. | have not seen a conparative thing, and this
woul d depend on where the air quality nmonitors were

pl aced.



Q Do you know the source of mpjority of the P.M
Ten -- the P.M Ten source nmaterial at Mno Lake?

A Do | know the source material ?

Q What the source of the P.M Ten substance is?
A Basically, an alkaline material from around the

ake, as far as | know
Q Do you know at what |evel this alkaline materi al
fromaround the |ake will no | onger be exposed?
| have, at one tinme, actually when | was on the
technical review conmttee, gone through all that. |
couldn't tell you the exact -- as the | ake |evel rises,
t he dust stornms go down.
Q Are you aware that state park rangers at Mono Lake
advised visitors not to go into areas when there are
dust storns appearing?

M5. GOLDSM TH: (ojection. M. Del Piero, this
i ne of questioning goes well beyond any expertise that
Dr. Carson has even expressed and anounts to
testifying.
M5. SCOONOVER: M. Del Piero, on the contrary, |

>

believe Ms. Goldsmth asked the Doctor a series of
guestions about air quality at Mono Lake and whether or
not Mono Lake Conmittee Exhibit 215 and 215-A
accurately reflected the exposure to al kal i ne dust at
the | ake. The Doctor responded that the |ake -- that
the source of the dust was nmuch nore limted than was
described in 215-A. The questions went on fromthere.
" mal nost finished.

HEARI NG OFFI CER DEL PI ERO. Ms. ol dsmith?

M5. GOLDSM TH: | asked Dr. Carson a hypot heti cal
that had to do with whether or not the description was
accurately stated and the inpression it would give on
the respondents to the CV survey, not about his
personal experience or expertise concerning the origin
of dust stornms at Mno Lake.

M5. SCOONOVER: If | may, that | believe asking
the Doctor his opinion of whether the information in

215-A and 215 is accurate is directly reflective of
what the witness is alleging as fact. That's all I'm
trying to get at. | don't nean to be argunentative.
M5. GOLDSM TH: | believe | asked himto assune.
(Whereupon the record was read as requested.)
HEARI NG OFFI CER DEL PIERO I'mgoing to overrule
the objection, but if you go nuch farther into this,
Ms. Scoonover, I'mlikely to sustain a simlar
obj ecti on.
M5. SCOONOVER: | under st and.
HEARI NG OFFI CER DEL PI ERO  Go ahead and answer,
Doct or.
DR CARSON:  Yes.
MR, BI RM NGHAM  You' ve answered, Doctor.
M5. SCOONOVER:  Thank you.
Q BY M5. SCOONOVER: | believe Ms. Goldsmth asked you

some questions about Tufa as well and asked you to nmake
some assunptions, so I'mnot going to go into the
under | yi ng assunpti ons.

The only thing I want to ask you is what the basis
of the information on Tufa and Tufa | oss i s upon which



you' re relying?

A BY DR CARSON: The devel opnent work for the
contingent valuation study consisted of several focus
groups and a nunmber of pre-tests. There are also
verbati mresponses in the questionnaire. And --

Q ["msorry, Dr. Carson. | didn't state that
guestion very clearly.

A BY DR CARSON: | thought that was what were you

aski ng.

Q No. What |I'masking is the information on what
happens to the Tufa at varying |ake levels is -- that's
the area that I"'minterested in. Upon what did you

base your assessment of what happens to Tufa at the
varying | ake | evel s? Wat information did you use?

A Scott Stein, in the original devel opment work for
t he contingent val uation survey, provided the origina
i nformati on which is included in the contingent

val uati on survey.

Q Very good. Thank you.

| believe, Dr. Wade, | have a couple of questions
for you. Isn't it true that this period of time, this
post - drought period of time, the Gty of Los Angeles is
still saving 20 to 30 percent in water?
A BY DR WADE: It's true that demand in Los Angeles in
1993 is down. | don't think it's down 20 or 30
percent.
Q Let's assune that it is down 20 to 30 percent. Do
you believe these people are still suffering the -- an

impact to their quality of life, or are they, perhaps,
better infornmed due to the |large-scale public

i nformati on programthat was di scussed earlier?

A I think a conbination of a ot of things including
that, including some hardware changes, which will be
per manent, which will also harden demands, including
declining economc activity, including a | ot of

things. Behavior. Conservation is conposed of
technol ogy and behavi or, and the behavi or changes wil |

di ssi pate.
Q Thank you.

You al so answered a question that
Ms. Goldsmith asked and then Ms. Koehl er again
di scussed the issue with additional EPA restrictions on
delta water exports, what the inpact would be on -- to
the Metropolitan Water District supply. You said you'd
seen figures between one-half and three mllion
acre-feet as the inpact?

A As the inpact to all diversions from above and
bel ow the delta.

Q Is DARSIMthe basis for one or nore of these
assessnent s?

A Yes.

Q Now, you say that water transfers are too
specul ative to base future water needs on. |Is that
accurate?

A Not precisely as you' ve witten it, as you've
stated there. 1've said that how water transfers are
going play out is a matter of speculation. | think
they will play out. | cannot speculate as to how or
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when, how nmuch water will be transferred at what cost.
| don't know that, and no one in the room knows that.
Q How do existing south-of-delta transfers affect
future water -- neeting future water demands?

A How do existing south-of-delta transfers affect

nmeeting future water denands.

Q Not very well stated. Let nme restate it for you.

I think I"'mtrying to put several things together in an

effort to do it quickly, and I'mafraid it's been at

the expense of clarity. So let ne go a little slower.
In your analysis, you | ooked at the likelihood of

nmeeting future DWP demands with a majority of MAD water

based on the assunptions made in the Draft

Envi ronnental |npact Report. Your concern, as |

bel i eve, and pl ease correct ne if |I'mwong, was that

it has been not been proven that there will be adequate

supplies of MAD water to supply the Departnment of Water

and Power's additional requests. Now, we've gotten --

is that accurate?

A That's precisely accurate.
Q Now, we've gotten to the point where we're talking
about predicting the Metropolitan Water District being

able to neet DW's dermands and whet her or not water
transfers can be factored into that equation or whet her
they are too specul ative.

My question to you is, can you, in that equation
where you're trying to figure out whether there's
adequate supplies of Metropolitan Water District water
to neet the Departnment of Water and Power's future

demands, factor in or have you factored in existing
sout h-of -del ta water transfers?
A Yes. | have factored in the Inperial Irrigation
District south-of-delta water transfer of 106, 000
acre-feet.
Q Are there any ot hers?
A There are no others except the Rusty Areias
transfer, which is allegedly going to be signed in the
very near future.
Q So you are aware of no other south-of-delta water
transfers --
A There are no other long-term--
Q -- with the Metropolitan Water District?
A There are no other long-termtransfers.
Q Thank you.

In response to anot her question from
Ms. Goldsmith, | believe you stated that the task of
this Board was to bal ance conpeting uses. It was in
response to a question Ms. Koehler asked about what the
pur pose of these proceedi ngs was. Do you recall that
di scussi on?
A The public trust doctrine requires the bal anci ng
of competing beneficial --

MR, DODGE: (bjection. Nonresponsive. Myve to
strike.

M5. SCOONOVER: Let ne try it again, and I'lIl be a
little nore specific.
MR, DODGE: Can | have a ruling, please?



HEARI NG OFFI CER DEL PIERC. 1've refrained from
striking coments. 1've not ruled in that fashion
since the beginning of this hearing. |'m sonmewhat
reluctant to do it because if | had done it uniformy
t hroughout the entirety of the hearing, neaning no
di srespect, but 50 to 60 percent of the testinony
delivered in the |l ast day and a half woul d have been
struck.

I"mgoing to overrule the objection

MR, DODGE: Thank you.

Q BY M5. SCOONOVER: Let ne ask the question a little
differently. Are you famliar with the California
Supreme Court case referred to conmonly as the Nationa
Audubon Case that defines public trust doctrine with
respect to Mono Lake?

A BY DR. WADE:  Yes.

Q Thank you.

| believe Ms. Goldsmith asked about sonme work that
Tom G aph and the Environnmental Defense Fund did a
nunber of years ago to find replacenment water for Mno
Lake water. Do you recall those questions?

A Yes.
Q Are you famliar with that work?
A Yes.
Q Did you participate in that work?
A .
Q Do you know if this work was -- strike that. Let
me start over.

Were you asked to review this work professionally?
A No.
Q Do you know i f there was any kind of final report,
final findings, or any other published docunent
relating to this work?
A | do not. | thought the final product was to be

ransferred.

Do you know i n what context Tom G aph undert ook
is work? Do you know for whom he was wor ki ng?

It was a joint project. It's vague in ny mnd. |
think it was joint state funded. | really can't
renenber any nore details than that.

Q Thi s nost recent drought that we've just cone
t hrough, would you classify it as perhaps the worst or
second worst in history since, say, 18507

M5. GOLDSM TH: (nbjection. Calls for a conclusion
out side his area of expertise.

HEARI NG OFFI CER DEL PI ERO.  Sust ai ned.
Q BY Ms. SCOONOVER: Let's assume, Doctor, that this

—

b gate)

past drought we've just cone through has been the worst
or second worst since 1850. 1In a tinme of drought,
woul d you assume that the cost of water would go up, go
down, or remain the sane?

A BY DR WADE: It should go up, but there are
institutional rigidities and California water pricing.
Q As Metropolitan Water District's costs go up, are
you aware whether or not nenber agencies are securing
their own reliable sources of water?

A ' maware of nenber agenci es adopting very
aggressive recl amati on prograns and very aggressive



conservation prograns.

Q Your econom c anal ysis assuned, | believe, a
certain level of replacenent water. 1'd like to -- to
set up a hypothetical for you, and | want you to work

with ne onit alittle bit here.

Let's assune that the | ake has stabilized and that
fromcurrent diversions, the anount of water to be
exported to Los Angeles is being reduced by 47,000
acre-feet. So let's assune it's 47,000 acre-feet
that's going fromthe [ ake and is no | onger being
exported to Los Angel es.

Now, let's further assune that, say, 40,000 of
those acre-feet are required to maintain streamfl ows
under the standards that Ms. Koehler was alluding to

earlier. So let's assune that instead of 47,000 feet
being required to maintain a | ake | evel, we have 40,000
feet being required, or -- now, |I'mconfusing nmyself as
wel |l as you, |'msure.

W' ve assuned 47,000 acre-feet that were no | onger
exported to the Basin. Assune that 40,000 acre-feet
per year is required to nmeet the streamfl ow
standards. Assune then that you have 7,000 acre-feet
that's being required to neet the public trust
requi renents of the | ake itself.

If your econom c analysis was to replace 7,000
acre-feet annually as opposed to 47,000 acre-feet
annual ly, would a majority of the inpacts that you' ve
di scussed be greatly reduced?

A Have you renoved water from Los Angel es?

Q Los Angel es was previously getting 47,000
acre-feet that Los Angeles is no | onger getting, but
40, 000 of those acre-feet is required under court
order. So we're only tal ki ng about maki ng up 7, 000
acre-feet, so assume, instead, you're replacing 7,000
acre-feet of water that Los Angel es was previously

getting.
A The nmodel runs that we did with the economc risk
nodel sinply deal with quantities of water not wth

respect to whether or not they' re required under this

or that |aw
Q | guess what |'masking, Dr. Wade, is if the
gquantities of water for which you have run the nodel s
are reduced, would not the inpacts |ikew se be
significantly reduced?
A By that, do you mean that the physical quantities
of water being diverted fromthe City of Los Angel es
are reduced?
Q Yeah. |'m asking you to assunme that you're only
maki ng up 7,000 acre-feet annually. That's all. 7,000
acre-feet of water annually.
A If the shortage -- if the shortage that we
neasured was over 7,000 acre-feet instead of the 40,000
acre-feet, the incidence of shortage, the probability,
the Iikelihood of shortage would be snaller

M5. SCOONOVER: Thank you. That's all. | have no
further questions.

HEARI NG OFFI CER DEL PIERO  Thank you very much.

M. Frink?



MR FRINK: Yes. | think | can do it in two
mnutes. 1'll try and nake them very sinple.
RECROSS EXAM NATI ON BY THE STAFF
QBY MR FRINK Dr. Wade, you testified in response to
Ms. Goldsmith's question that as the nunber of water
transfers increases, the cost of water available for

transfer will also increase. Have you done any studies
conpari ng changes in the price per acre-foot of the

wat er transfers which occurred in the years 1986

t hrough 1991?

A BY DR WADE: No.

Q So was your response to Ms. Goldsmith's question
essentially based on the sinple assunption that as
demand goes up, price also goes up?

A It was nore or |ess based on the rising shape of a
supply curve. The question was hypothetical and
answered theoretically.

Q Ckay. | appreciate that.

As an econoni st, would you agree that having an
efficient narket avail able can also influence the cost
of the commodity sol d?

A Yes.

Q One of the purposes of having an efficient narket,
isit not, is to reduce the transaction costs incurred?
A Yes.

Q Do you believe that the water transfers in
California beginning in the md 1980s have been
acconpl i shed within the structure of an efficient
establ i shed water narket?

A Absol utely not.

Q | believe you stated at one point in your

testinmony that you personally would foresee an

i ncreased reliance on water nmarketing in California.
I's that correct?
A | did.
Q If that occurs, do you believe that a nore
efficient water market will develop in California?
A | would certainly hope so.

MR FRINK: Thank you. That's all | have.

Any ot her staff questions?

HEARI NG OFFI CER DEL PI ERO. M. Sat kowski ?
M. Smith? M. Herrera? M. Canaday?

Don't feel pressured, Jim

MR HERRERA: M. Frink did it in a mnute 37.

HEARI NG OFFI CER DEL PIERO And | was i npressed.

MR BIRMNGHAM | was inpressed at the responsive
answers.

MR. DODGE: The difference is, | wasn't supposed
to nention it, that M. Frink didn't get an answer to

his | ast question.

MR FRINK: | believe | did.

HEARI NG OFFI CER DEL PI ERO.  Yes, you did.

MR, DODGE: The question referred to an
expectation and the answer referred to a hope.

HEARI NG OFFI CER DEL PIERO One can interpret the
hope wi th the expectation

M. Canaday?



Q BY MR CANADAY: Doctor, | only have one question
but it is a long one.
HEARI NG OFFI CER DEL PIERO  Several parts. Take

not es.

(Laughter.)

M5. GOLDSM TH: (bj ection. Conpound.

(Laughter.)
Q BY MR CANADAY: Dr. Wade, in sone of ny -- ny
previ ous questions to you and | believe your response
to Ms. Goldsmith, you replied that inforned decision
maki ng with regards to water transfers and future water
supplies, that this -- you felt that decisions that
L.A. -- replacenent for L.A supplies, L.A DW
supplies may be | ost because of any decision by this
Board. 1Is it the responsibility of this Board?
A BY DR WADE: | don't think |I stated that. 1'm not
sure what the question was.
Q Let me read you sonething fromthe EIR and this
is fromthe executive summary S-10. The EIR says as it
describes the environnmental |y superior alternative, it
says, "The Gty of Los Angel es may conpensate for
reduction in water supply fromthe Mono Basin in a
variety of ways, each of which could have different
environnental effects on the Los Angel es area and ot her

areas of the state. Wthout know ng what particul ar
actions the City may take, it would be speculative to
attenpt any detail ed analysis of the effects of those
actions."”

In your testinony on Page 62 you state, "Any
solutions to replacement -- any solutions to replace
reduced Mono Lake supplies nmust or may inmpact the delta
or other areas. |Ignoring these inpacts, as one was
done in the EIR is not defensible.”

Do you still stand by that statement?

A | stand by that.
Q Inthe EIR, it was identified by Jones and Stokes
as mitigation neasures, the following nmtigation

measures could be inplenented for the 6383.5
alternative and all higher |ake level alternatives:
Nunmber One, L. A DWP and the Mono Lake Committee shoul d
jointly apply for the renmaining $48 mllion, and we'l|l
hear testinony on that |ater of how nuch of that is
still there, of Assenmbly Bill 444.

The second point would be the HR 429 comonly
known as the MIller-Bradley Bill, and in that bill
there were points that there was specific | anguage to
devel opi ng 120,000 acre-feet per year of reclainmed
water in Southern California specifically designed to
repl ace water diverted fromthe Mno Basin. The second

point of that bill was authorizing water transfers from
agricultural users to urban water districts such as
L. A DwWP

Anot her mitigation neasure identified is L. A DA
shoul d participate to the maxi num degree possible in
any MAD rebate prograns.

Anot her mitigation neasure identified was L. A. DW
could pursue other state and federal funding sources to
assist it inits efforts to gain the capital financing



necessary for devel oping water reclamation projects to
meet its water reuse goals of 250,000 acre-feet by
2010, 600,000 acre-feet by 2050, and 800,000 acre-feet
per year, these figures are per year, by 2090.

Anot her mitigation is L.A DW should continue to
devel op demand-site reductions fromits water -- from
its water conservation program and inplenent and
nmoni tor conpliance with all BMPs identified in the
urban wat er managenent plan

And finally, L.A. DWP could assess the feasibility
of future projects that conserve additional anounts of
[ ocal stormwater runoff.

Now, the EIR suggests or options that the Cty of
Los Angel es has, are you suggesting that this Board
shoul d pick options for the City of Los Angel es and,
therefore, do the environnmental analysis and direct the

Cty as such?
A No. Rather, the intent of nmy comment was to say
that the Jones and Stokes supply analysis had assuned a
Met ropol i tan repl acenent, which was shown by DWRSI M
runs not to be available. Therefore, if they're to get
the water from Metropolitan, they have to be inplicitly
assum ng water transfers, which creates sone potenti al
for increnmental inpacts to the delta. And | called
attention to considering those increnental inpacts.
Q The ultimate deci sion of which contracts to sign
for water transfers would be the responsibility of the
Cty, would it not?
A The ultimate --
Q To enter into contracts to transfer water?
A I think that would be the purview of Metropolitan
rather than the Gty --
Q O her than the Board, it would be Metropolitan?
A I woul d think.

MR, CANADAY: Thank you.

HEARI NG OFFI CER DEL PIERO. It's amazing. Truly
amazi ng.

MR BIRMNGHAM M. Del Piero, may this panel be
excused?

HEARI NG OFFI CER DEL PIERO This panel may be
excused, M. Birm ngham

Did you have a question, M. Brown? You did?
RECROSS EXAM NATI ON BY THE BQARD

Q BY MR BROWN: To the panel, we've tal ked about L.A.
Department of Water and Power. Has any di scussion been
had about the state and the inmpacts of the rest of the
state on water marketing? Was that considered in the
anal ysis? The current shortfall within the state and
what's projected to be the shortfall?

A BY DR WADE: | guess we've been tal ki ng about that
perhaps in context with the EPA standards and such |ike
that. Water supplies are going down, and demands are

goi ng up.

Q Right. That was -- so that was considered in your
anal ysi s?

A Not -- no. M analysis was done based on Deci sion
1630 considerations. Those that are being considered

now are nore restrictive than Deci sion 1630.



HEARI NG OFFI CER DEL PIERO. Al right.
Gent | emen, thank you very much.

M. Birm ngham this panel's excused.

Ladi es and GCentl emen, when next we neet is
Decenber 1st. | think it's safe the assume we will
have a ni ght session unless M. Canaday tells ne
there's sonme reason we can't have a ni ght session on
the 1st.

MR, CANADAY: W have antici pated an eveni ng
session that night, Sir.

M. CAHILL: M. Del Piero, can | just inquire
with regard to the so-called Orange report that we were
to be getting fromDr. Hardy?

HEARI NG OFFI CER DEL PIERO The Orange report. |
recall the Orange report now. M. Birm nghan?

MR BIRM NGHAM Dr. Hardy had said he would go
back to Utah and mail it to us. | did not receive it
on Friday. | have not been in nmy office yet this week.

HEARI NG OFFI CER DEL PIERO Really? W share a
common interest, M. Birm ngham

MR BIRMNGHAM So | can't tell you if we have
received it. If we have, we will have it duplicated
and pass it out on Monday at Mono Basin to the parties
on tour, and otherwi se, we will have them avail abl e on
the 1st.

The other reports that Dr. Hardy had referred to
during his testinmony were purged of work product.
Those are supplied to the State Board Staff, and I'm
not sure what the status is on the copies.

HEARI NG OFFI CER DEL PIERC. M. Bi rm ngham
i nasmuch as -- I'mgoing to assunme Dr. Hardy --

Dr. Hardy's Orange report is delivered to you sonetine
today or tonorrow or Friday. And I'malso going to

assune that you're going to make copi es.

For those individuals that are not going to be
going on the field trip, if you could nake those copies
available to M. Canaday so that -- the field trip's
Tuesday; is that true?

VMR, CANADAY: That's correct.

HEARI NG OFFI CER DEL PIERO  Are you working on
Tuesday or Wednesday?

MR, CANADAY: Next week? Al ways.

HEARI NG OFFI CER DEL PIEROC. |If you coul d nake
t hose copies available to M. Canaday, the other
parties that may not be on the field trip can avail
t hensel ves of M. Canaday's assistance, and he'll be
happy to provide those copies to you either on Tuesday
or Wednesday of next week. That way everybody's had a
chance to see them before the 1st.

MR BIRM NGHAM One additional matter. Figure 1,
the Mylar copy of Figure 1 fromDr. Henninen's
testimony, which Dr. Carson used during his redirect,
may we have that marked next in order?

HEARI NG OFFI CER DEL PI ERO  Yes. \hatever nunber
is --

MR SMTH  85.

HEARI NG OFFI CER DEL PI ERGC  85.

(L.A DWP Exhibit No. 85



was narked for
identification.)

M5. GOLDSM TH: We will have reproducti ons nade
for the next session which begins at 8:30?

HEARI NG OFFI CER DEL PIERO. We'll begin on the
1st. That's a Wednesday. Wednesday, right? Yeah.
W' Il begin at 8:30 in the norning.

Ladi es and Gentl emen, have a good week and a half
of f and have a happy hol i day.

(Wher eupon the proceedi ngs were adj our ned

at 4:05 p.m)
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