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Public Works Department
16489 Orange Way
Fontana, CA 92335

    909-350-6760
November 22, 2005
California Public Utilities Commission
Division of Strategic Planning
505 Van Ness Avenue

San Francisco, CA 94102-3298

Attention:  Edward Howard

SUBJECT:
CPUC Proposed Water Action Plan Comments

Dear Mr. Howard:
The City of Fontana is in receipt of the Proposed CPUC Water Action Plan and submits the following comments regarding this proposed document.
· First of all, the comment period for this document is inadequate to review this significant of a document in two weeks.  Customarily a 30 day review and public comment period is standard.  The 30 day period would allow for a more detailed analysis of the proposed Water Action Plan.  The City of Fontana requests that the Commission extend the review period until after the Holidays in order to complete its review and comments.
However, since the Commission has not currently allowed for this extension, the City submits the following comments and concerns regarding the Water Action Plan.

· Review of the Principles and Objectives of the proposed Water Action Plan on the surface appears to create some level of duplication of service with Department of Health Services regarding water quality objectives.  It is unclear to the City the role the CPUC is intending here.
· Strengthening water conservation programs is an admirable objective.  The City is concerned that this may be cause for the Water Utility Company’s to further impact the rates.  The utility may see this area as last revenue and find other ways to recover lost profit.
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· Promoting water infrastructure investment by the Utility seems a nebulous objective.  Does this mean replacement infrastructure or new development investment?  If this is new development, the City suggests that a Capital Development Fee be established for this area.  The current system provides no incentive for contribution in “kind” development because there is no rate of return.  Furthermore, most municipal utilities develop a Water Master Plan to address growth issues and capital asset replacement.  Replacement assets are built into the rate elements and banked until needed for use.
· Assistance to low income rate payers.  This area is troubling to rate payers due to the fact that they carry the load for already higher rates than most municipal water companies.  It seems inconsistent “reasonable rates”.

· Streamline CPUC Regulatory Decision making process.  This area is by far the most troubling aspect of the proposed Water Action Plan.  It appears after reviewing this document, that we are giving the Water Utilities “Carte Blanche” with no public review process.  This is tantamount to giving the keys for the Hen House to the Fox.  The reason for the CPUC is to provide rate payer protection from these for profit water utilities.  As I read this proposed plan, it appears the Commission wants to eliminate any meaningful review or oversight.

· Set rates that balance Investment, Conservation, and Affordability.  The City agrees with the concept but clearly thinks this plan is flawed and would love to be part of a workable plan that can meet those objectives and limit debate.

As we read further into the document, there are some areas that seem to need further massaging.

Page 5 – Item 5.  Provide incentives for the acquisition or operation of small private water utilities by large water utilities.  These companies require no incentive other than the profit they will gain from an increased customer rate base.  The City would suggest that the small companies be absorbed by local municipal not-for-profit water agencies to better serve the rate payers.

Page 6 – Item 4.  Encourage increasing block rates where feasible, to promote greater conservation.  This would be a dynamic shift in the current culture of rate making and should be analyzed closely.  It could make things worse for a profit driven company.

Page 7 – Item 5.  Remove current financial disincentives to water conservation.  This area could be another dynamic shift that may lead to more exorbitant rates and unfairly distribute revenues from larger water users such as schools, cities, and other government users.
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Page 8 – Item 6.  Establish utility financial incentives for greater conservation.  This objective while well intentioned, still creates a higher profit for a natural resource, a staple of life.

Page 9 – Item 8.  Collaborate with EPA to reduce greenhouse gas emissions.  This area seems to create another layer of government bureaucracy at additional pass through cost to rate payers.  There are currently oversight agencies such as South Coast Air Quality Management Board to provide government regulation.  

Page 10.  Promote Water Infrastructure Investment - The City believes that it is the Water Utilities responsibility to develop a well thought out  Master Plan of capital facilities in the most economical and efficient way.  It is clear that the Water Utility is rewarded now for being inefficient with capital investment.
The only incentives these companies clearly have is to load as much capital to rate base to net out the highest dividends for its company.  The proposed change suggested seems to open up the gates to cost rate payers more dollars.  Is this proposed system “writing a blank check” to the Water Utility?

Page 11 – Item 3.  Work with other state and local agencies toward a common goal of maintaining reliable water supplies.  The City supports this type of effort and would like to be a part of this development process.

Page 12 – Item 1.  Develop low income rate assistance program for water companies.  The concept is a good one, however the results negatively impact all the other rate payers.  Frankly, when your City already pays 45% more for water service in your local area this rate pass through is not particularly attractive.
Page 15 – Item 1-6.  Streamlining CPUC Regulatory Decision-making.

The very first paragraph has no clear cut direction and speaks in general terms.  The concept is tough to get behind when this plan is discussing using “Advice Letter” status to approve rate cases.  It should not be considered in the least.  This eliminates the Public review process and gives the appearance of a blank check to these water utilities.

Page 17 – Item 1.  Review utility rate case revenue requirements for both short and long term planning.  The City supports this effort as it requires the utilities to look at the most economical strategies and gives ORA and CPUC some level of commitment from the water utility.  Creates an improved level of accountability.
Page 18 – Item 3.  Set rates which provide sufficient revenue to promote adequate investment in infrastructure.
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This section is extremely troubling as our private water utility has the highest rates anywhere in the Inland Empire and they seem to be financially afloat in cash.  The City believes that the current rate making process for water needs severe overhauling.  The utilities are guaranteed dividends at a higher rate than any stock market items.  The rate payers suffer the risk in this area, not the company.
Page 20 – 14 BMP’s.  These BMP’s lack an area for recycled water and customer service  areas.

The City would like to meet with CPUC staff to further understand this action plan and also requests that the comment period be extended for an additional 30 days to better evaluate the proposed document.
Respectfully,

Curtis Aaron

Director of Public Works

cc:
Mayor and City Council


City Manager


Deputy City Manager







