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CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK 

AGENDA ITEM 

STAFF REPORT 

 
ISSUE: 
The Imperial Irrigation District ("IID") has requested that the State of California 
provide a loan guarantee in order to better assure that they can issue revenue 
bonds required to finance water conservation measures designed to ensure that 
California continues to receive the maximum amount of water from the Colorado 
River.  Pursuant to the CIEDB enabling statute, including Government Code 
section 63060, the CIEDB has broad authority to provide loan guarantees.  At the 
May 28, 2002, meeting of the CIEDB Board, Criteria, Priorities and Guidelines 
(“Criteria”) were adopted for a potential Imperial Irrigation District Loan 
Guarantee.  A Preliminary Loan Guarantee Application has been received from 
IID for a Preliminary Loan Guarantee Commitment.  The application is consistent 
with the Criteria. 
 
BACKGROUND 
On April 29, 1998, IID and the San Diego County Water Authority (“SDCWA”) 
entered into a 45-year water conservation and transfer agreement ("Transfer 
Agreement") for the transfer of up to 200,000 acre-feet per year of water supply 
to SDCWA based upon IID water conservation.  The Metropolitan Water District 
of Southern California (“MWD”) and the Coachella Valley Water District 
(“CVWD”) challenged the IID/SDCWA transfer, resulting in Key Terms of a 
Quantification Settlement Agreement (“QSA”), which outlined a series of 
agreements to settle disputes and allow the Transfer Agreement to proceed 
("QSA Agreements" and together with the Transfer Agreement, the 
"Agreements").   
 
The parties to the QSA are historical users of Colorado River water; a resource 
relied upon by several states.  California’s use of Colorado River water will in the 
future be limited to a 4.4 million acre-foot annual apportionment, or up to 800,000 
acre-feet less than California’s historical use.  In January 2001, the Secretary of 
the Interior adopted Interim Surplus Guidelines ("Guidelines") that would make 
available additional surplus Colorado River water to California for a period of 15 
years to provide a “soft landing” for California to reduce its long-term use of 
Colorado River water to its basic 4.4 million acre-foot apportionment.  Under the 
terms of the Guidelines, the additional surplus water is only available if the QSA 
Agreements were executed by December 31, 2002.  This did not occur and the 
Secretary of the Interior suspended the special surplus criteria of the Guidelines.  
As a result, California could lose more than 620,000 acre-feet of Colorado River 
commencing this year unless the Guidelines are reinstated.   Major reasons for 
the lack of approved QSA Agreements by the deadline included concerns about 
two early termination provisions contained therein and expected and potential 
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unexpected environmental mitigation costs associated with actions undertaken 
pursuant to the Agreements. 
 
The first cause for early termination arises from the fact that the Agreements will 
be executed years before the completion of a Habitat Conservation Plan under 
federal law and a Natural Community Conservation Plan under State law 
(collectively, "Environmental Plans").  The funds pledged to implement the 
Environmental Plans exceed current estimates of the cost of the environmental 
mitigation, but unknown future costs of environmental mitigation could exceed 
the financial commitment of the parties to the Agreements.  Therefore, the 
Agreements include an early termination provision if actual mitigation costs 
exceed those funds available to meet those costs.    
 
The second cause for early termination involves negotiation of the transfer price.  
Pursuant to the Agreements, SDCWA is required to pay MWD for exchange of 
the water supply made available to SDCWA because of IID conservation 
measures ("Exchange Fee").  The parties have only negotiated the Exchange 
Fee for 35 out of 45-years in the term of the Agreements.  If the Exchange Fee 
for the remaining years is above a contractually defined maximum, then the 
Agreements could terminate in 2037.  SDCWA must give notice of its intent to 
exercise this early termination provision prior to 2017.   
 
When it unanimously approved Assembly Concurrent Resolution No. 251 last 
Fall, the California Legislature recognized the importance of the successful 
implementation of the Agreements.  The Legislature acknowledged that Colorado 
River water is oversubscribed and that, for many years, California’s use has 
exceeded the State’s annual apportionment of 4.4 million acre-feet.  The 
Legislature further recognized that the proposed IID/SDCWA transfer is an 
integral part of California’s plan to reduce its use of Colorado River water.  The 
Legislature found that the potential loss of up to 800,000 acre-feet per year 
“would have a significant impact on California’s economy, environment, and 
quality of life, and could force a greater reliance on water from the fragile 
ecosystem of the California Bay-Delta to make up the lost water.”   
 
Early termination would eliminate the contract revenues that IID and its 
landowners would rely upon to finance the water supply capital improvements 
constituting IID water conservation.  The purpose of the proposed loan guarantee 
is to address these financial risks and enable IID to issue sufficient revenue 
bonds to finance the water supply project.    
 
RECOMMENDATION 
 
Staff recommends adoption of Resolution 03-18 which constitutes a Preliminary 
Loan Guarantee Commitment for the Imperial Irrigation District. 
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