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Executive Summary

The Sites Reservoir Project is a proposed 1.5-million-acre-foot off-stream storage facility in the Sacramento
Valley intended to improve California’s drought resilience by capturing excess Sacramento River flows during
wetter periods for use during dry and critical years, while also providing environmental and operational benefits.
The Metropolitan Board has only authorized participation in the planning phase to date. This planning-level share
of participation equates to about 22 percent of the overall project, or 311,700 acre-feet of storage, with an
estimated average annual yield of about 32,000 acre-feet and substantially greater water supply reliability during
drought periods.

The project has secured significant state and federal funding. Major environmental milestones have been
completed, but water rights, remaining permits, and financing agreements are still in process, with Metropolitan
raising concerns regarding proposed operational restrictions and potential reductions in water supply benefits. A
final State Water Resources Control Board water right permit is anticipated in late 2026. Metropolitan staff will
continue to provide the Board with regular updates on project operations, permitting, and water supply.

Fiscal Impact

If in the future the Metropolitan Board chooses to approve participation in the overall project, its current
planning-level share in the reservoir would represent an estimated total capital share of approximately
$1.75 billion in year 2024 dollars. This represents an estimated point-in-time water cost of approximately
$3,500 per acre-foot based on 30-year financing at 4 percent interest, and a long-term lifetime cost of
approximately $1,000 per acre-foot over a 100-year project life.

To date, Metropolitan has approved approximately $30.7 million for planning, while the project has secured
substantial public funding, including $1.1 billion in Proposition 1 funding for public benefits and $780 million in
committed federal funding. Metropolitan’s funding and participation in the overall project implementation, if
approved by the Board, would result in a melded rate increase of approximately 7 percent.

Applicable Policy

By Minute Item 54347, dated December 9, 2025, the Board adopted Legislative Priorities and Principles for 2026,
as set forth in Agenda Item 7-4 board letter.

By Minute Item 53012, dated October 11, 2022, the Board adopted the Revision and Restatement of Bay-Delta
Policies as set forth in Agenda Item 7-9 board letter.

By Minute Item 52791, dated April 12, 2020, the Board authorized the General Manager to sign the Third
Amendment to the 2019 Reservoir Project Agreement with the Sites Project Authority and other participants for
participation in the Amendment 3 Workplan process for an amount not to exceed $20,000,000; and

(b) appropriate $20,000,000 for the Amendment 3 Workplan based on reserving 311,700 acre-feet of storage
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rights, which is equivalent to approximately 50,000 AF of annual water supply reservoir releases, as set forth in
Agenda Item 7-13 board letter.

Related Board Action(s)/Future Action(s)

Metropolitan staff will continue to bring updates to the Board throughout 2026, including project operations,
permitting, water supply reliability, project funding and financial agreement information.

Details and Background

Background

The Sites Reservoir Project is a proposed 1.5-million-acre-foot, off-stream storage facility in the Sacramento
Valley designed to capture excess Sacramento River flows during wetter periods for use during dry and critical
years. The project is intended to address a fundamental challenge facing California’s water system: the
Sacramento watershed has comparatively limited storage relative to its runoff, while climate change is expected to
shift more precipitation from snow to rain and increase winter runoff. Sites would provide additional operational
flexibility, enhanced drought-year supplies, dedicated environmental storage, and cold-water benefits for salmon,
with participation spanning Sacramento Valley, Bay Area, San Joaquin Valley, Southern California, state, and
federal agencies.

To date, the Metropolitan Board has only authorized participation in funding the planning phase, which includes
environmental review and permitting efforts for the proposed Project. That planning-level phase of participation
corresponds to a 22 percent share of the project, or about 311,700 acre-feet of storage capacity.

The project’s overall modeled average annual yield is approximately 215,000 to 260,000 acre-feet, with
Metropolitan’s share estimated at 32,000 acre-feet per year on average; importantly, deliveries increase
substantially during dry and critical conditions, when the water has the greatest reliability value. Modeling
indicates Metropolitan could receive up to approximately 138,000 acre-feet during a one-year drought and
276,000 acre-feet over a three-year drought, while total deliveries to agencies within Metropolitan’s service area
could reach 188,000 and 378,000 acre-feet, respectively.

At Metropolitan’s current planning-level phase of participation, the estimated capital share of the overall project is
approximately $1.75 billion in year 2024 dollars. This represents an estimated point-in-time water cost of
approximately $3,500 per acre-foot based on 30-year financing at 4 percent, and a long-term lifetime cost of
approximately $1,000 per acre-foot over a 100-year project life.

To date, Metropolitan has appropriated approximately $30.7 million for planning, while the project has secured
substantial public funding, including $1.1 billion in Proposition 1 funding for public benefits and $780 million in
committed federal funding. Metropolitan staff estimates Metropolitan’s participation would result in an overall
melded rate increase of approximately 7 percent.

The project has advanced through several major environmental and regulatory milestones, including completion
of the Final Environmental Impact Report in November 2023, issuance of state incidental take permits in

October 2024, and federal biological opinions in December 2024 and July 2025; however, water rights and
several remaining permits and financing agreements remain critical near-term milestones. Metropolitan has raised
concerns regarding the State Water Board’s draft water-right permit, including reduced water supply benefits,
operational restrictions, Bay-Delta Plan preemption, public-trust balancing, and conditions affecting State Water
Project water rights. A revised draft water-right permit is anticipated in September 2026 and a final permit in
November, followed by project financing and loan agreements. Metropolitan is planning on receiving additional
information that can be discussed at the Board meeting on operations and supply reliability, and financial
agreement information. This will allow the Board to consider funding and authorization actions in 2027.



