Summary of Prop. 84 IRWM Project Economic Analysis Requirements 
· As part of the project review process, the economic feasibility of a project must be considered.
·  DWR’s “Economic Analysis Guidebook” (Guidebook), outlines methods for economic analysis for water resources planning.
· A preliminary economic analysis must be included as part of the criteria in the project selection process based upon an original assessment of the proposed project or studies conducted within the past five years and updated to most current data available. 
· Either a cost-effectiveness or benefit-cost analysis may be used for the preliminary assessment depending on the nature of the project. 

PLEASE NOTE: This is just a summary and overview. Please consult the Prop. 84 Guidelines and PSPs (links provided below) in order to meet all DWR requirements. 

For more information on general economic analysis see page 50 of proposition 84 and proposition 1E available at the following link: http://www.water.ca.gov/irwm/docs/Guidelines/Prop84/GL_Final_07_20_10.pdf 

The DWR’s Economic Analysis Guidebook is available at the following link: www.water.ca.gov/economics/guidance.cfm


Benefit Requirements

Each applicant must provide the following information: 
· Narrative description of the project’s economic costs. 
· Cost details for the entire project 
· Narrative description of all of the project’s expected water supply benefits, including those achieved by restoring, protecting, or enhancing beneficial uses, which shall address the following items: 
· Estimates of without-project conditions 
· Estimates of with-project conditions 
· Description of methods used to estimate without- and with-project conditions. 
· Description of the distribution of local, regional, and statewide benefits. 
· Identification of beneficiaries. 
· When the benefits will be received. 
· Uncertainty of the benefits. 
· Description of any adverse effects. 
· Narrative discussion that describes, qualifies, and supports the values entered in the tables. 
· Documentation to support information presented in the project, including studies, reports, and technical data. 
· If the project includes a suite of projects, describe the relationship of each project to the overall project costs and to the overall water supply benefits. 

Cost Requirements
All costs, both initial investments and operational costs, associated with the project necessary to accomplish full implementation of the project and achievement of the stated benefits, must be included. Applicants must use the following guidelines and assumptions in an economic analysis for the project: 
· The economic analysis must be completed for the entire project and must be consistent with other data and information provided in the project. 
· The economic analysis should be based on a comparison of expected conditions with- and without-project over the period of analysis. 
· The economic analysis will be based on a project life cycle specified by the applicant, which shall include the construction period and operational life. 
· Any costs associated with the project, regardless of who bears the cost and regardless of the funding source is considered an economic cost. 
· Opportunity costs should be included, but sunk costs should be excluded. 
· Because costs and benefits are evaluated over the life of the project, they must be discounted to reflect the value of money over time. All applicants must use a 6% discount rate. 
· All costs and benefits will be expressed in 2009 dollars. When using economic data from past years, costs should be escalated to account for inflation. 

For more detailed information on specific cost/benefit analysis requirements check out Exhibit C, page 38, in the Proposal Solicitation Package available at this link:
http://www.water.ca.gov/irwm/docs/ImplementationGrants/Prop84_Round1/Imp_PSP_Final_07_20_10.pdf 

Economic Analysis Attachments for Project Proposals

 For the Economic Analysis- Water Supply Costs and Benefits Attachment
· For the “Attachment Name” in the naming convention of BMS, use “WSBen” for this attachment. 
· There is no page limitation; however, applicants are encouraged to be clear and concise. 
· A qualitative analysis can be provided if it is not feasible to quantify the benefits and the applicant provides adequate justification. 
· The information contained in this attachment will be evaluated by DWR using the Scoring Criterion and will be used for “comparative analysis” of one grant application against another grant application 

For the Economic Analysis- Flood Damage Reduction Costs and Benefits Attachment
· For the “Attachment Name” in the naming convention of BMS, use “DReduc” for this attachment. 
· This attachment will provide estimates for the flood damage reduction benefits for applicable projects. Only include this attachment if projects in the proposal claim flood damage reduction benefits. 

Cost Benefit Summary Attachment
· For the “Attachment Name” in the naming convention of BMS, use “BSummary” for this attachment. 

More information on attachments and formatting is available on page 21 and 22 of the following link: http://www.water.ca.gov/irwm/docs/ImplementationGrants/Prop84_Round1/Imp_PSP_Final_07_20_10.pdf

More information on scoring criteria is available on pages 27 and 28 of the following link: http://www.water.ca.gov/irwm/docs/ImplementationGrants/Prop84_Round1/Imp_PSP_Final_07_20_10.pdf

