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Attention: Edward Howard

Dear Mr. Howard: 

My comments on the draft Water Action Plan prepared by Commission staff are attached. I previously sent these comments using Word’s “track changes” format, and I have now, at your request, reformatted them to a separate document.  I appreciate the opportunity to comment. 

Sincerely, 

[electronic submittal]
Peter H. Gleick, Ph.D.

President 
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Under the first Objective: Change “Delivering safe water requires a reliable infrastructure” by adding “and consistent, independent monitoring.” The infrastructure alone is insufficient to ensure safe water delivery.

Under the third Objective: Change “We will provide financial incentives and direction to encourage investment in infrastructure needed to improve water quality” by adding “and reliability of service.”  Water quality is not the only objective of water systems.

Page 3: Under Action 1 of the Objective to “Maintain Highest Standards of Water Quality” the CPUC plan mentions working with the Department of Health Services. What about a relationship with USEPA, which is responsible for water quality under Safe Drinking Water Act? What is the connection between state and federal monitoring and enforcement? This should be touched on here.
Page 4: Under Action 3 of the same Objective, utilities will be required to provide water quality information. How does this relate (or conflict) with federal water quality reporting requirements? Would there be additional monitoring and reporting required? Would the federal reports be sufficient? Please clarify.
Page 5: Action 5 of the same Objective is labeled Provide incentives for the acquisition or the operation of small private water utilities by larger private or municipal water utilities.  Please add the word “appropriate” to read: “Provide appropriate incentives for the…”
Page 5: Under the Objective “Strengthen Water Conservation Programs…”, Action 1 “Promote metered water service…”:  I strongly support metered water service. Please clarify, however, as follows:  “flat-rate” and “un-metered” rates are not always the same thing. You can have flat-rate metered service as well. I think this section means to address “the elimination of unmetered water service,” and rate design is addressed elsewhere…yes? 
Page 5-6: In the same section (Action 1 under the Strengthen Water Conservation Objective) it states “…a significant reduction in water use, and will not impose unreasonable costs.   The CPUC will work to ensure that such a showing is made as often as possible in future water cases, and will then require metered water service and the use of tiered rates.” Please delete “and the use of tiered rates” and add “This will be accompanied by appropriate rate designs, as discussed below in the section on Increasing Block Rates.”  I do not think you intend to limit rate design to “tiered rates” and a more general expression of goals is appropriate here.

Page 6: In Action 2 under the Strengthen Water Conservation Objective “Educate water industry stakeholders regarding policies and practices…” why is DHS the lead or focus on water conservation rather than the Department of Water Resources?
Page 6: In Action Item 3, you note: “In order to facilitate the participation, water utilities will be allowed to seek recovery of expenses related to participation in this effort in their General Rate Case filings.” What about the expenses of Group II members (educational and advocacy groups? Is there no mechanism for them to recover expenses?? Is there any way the CPUC can address this?
Change Action Item 4 to: 

Encourage increasing conservation and efficiency rate designs (such as block rate) where feasible to promote greater conservation.
Under the same Action Item 4, add the initial sentence: “Various rate designs can help promote more efficient use of water. Increasing block rates…” This action item should not limit itself to “block rates.”
Under Action Item 5: please add “or other innovative rate recovery tools” in the following sentence (see boldface): “The Commission will consider de-coupling water utility sales from earnings (e.g., employ per-customer revenue caps or other innovative rate recovery tools) in order to eliminate current disincentives associated with conservation.”

In footnote 12, please consider adding the following information: “See also the Energy and Water research of the Pacific Institute, including models linking air quality to energy use for water systems in California. http://www.pacinst.org/topics/water_and_sustainability/energy_and_water/index.htm.” This tool, funded by the State of California, is freely available for utilities and community groups.

In Section/Action Item 8 on Greenhouse Gas emissions: please end the paragraph after “…winter snowpack in the mountains.”  The range of temperature forecasts is not very wide, so the next part of the paragraph is in error. I recommend deleting the mention of additional monitoring as well. The paragraph would read:
“The Department of Water Resources, while noting large variances in the estimates of the impact of global warming on future water supply, identifies some highly likely results. One of these highly likely results is rising temperatures, affecting the amount and extent of winter snowpack in the mountains.”

In footnote 16, please add: “See also the Water Sector report of the National Assessment conducted for the U.S. Congress and the President, which explicitly addresses the risk to California snowpack from global warming.  http://www.usgcrp.gov/usgcrp/nacc/water/default.htm.”
Under the Objective “Promote Water Infrastructure Investment” Action Item 1, there is serious problem with promoting investment by relying on Water Management Plans as the “basis for pre-approval of major water supply projects” without ensuring efforts to incorporate conservation and efficiency improvements. I strongly recommend changing the text by adding the boldface text below:
“The CPUC will seek to use these Water Management Programs as a basis for pre-approval of major water supply projects that require a long term commitment, i.e., longer than the 3-year General Rate Case time frame, but will also seek to ensure that appropriate water conservation and efficiency estimates are included in future demand estimates in order to help avoid unnecessary and expensive infrastructure investments.” This is important: the water management plans must include estimates of conservation and efficiency in future scenarios for demand or it is possible that significant, unnecessary expenses will be imposed on customers for unneeded infrastructure.
In the same section, please change the wording of the following phrase by adding text in boldface. Otherwise, the emphasis is misleading.

“The long term procurement plan should include planning for major investments required to upgrade or replace existing water utility infrastructure, accelerate cost-effective conservation  investments, and fund installation of water meters capable of measuring water use by individual users.”

In Action Item 3 of this same section “Promote Water Infrastructure Investment” there are several problems. In the first paragraph, please delete the specific reference to the Metropolitan Water District. Many agencies have made serious conservation efforts and there is no need to identify MWD specifically.  

Second, please rewrite the second paragraph to read:

“The Department of Water Resources reports that water supply could be substantially increased and demand reduced by greater groundwater storage, augmenting municipal wastewater recycling, and improved efficiencies in agricultural and urban water use.” This is a more accurate representation of the DWR report.
Finally, there is a serious problem with the Figure. It should be deleted and relevant text rewritten to make it unnecessary. This figure is highly misleading and has been seriously debated at DWR public advisory committee meetings. The top end of the range in this figure is NOT the high end of the range of potential and is misrepresented by DWR in their text as such. In fact, for many of these “sources” (also a debated term, since conservation and efficiency are not considered by some to be “sources”) no high end has been determined. For example, for agricultural efficiency potential, no “top end” has been determined. A new study from the Pacific Institute (“California Water 2030: An Efficient Future”) suggests that agricultural efficiency potential of several million acre-feet may be available. http://www.pacinst.org/reports/california_water_2030/index.htm.

In the paragraphs that follow, the Metropolitan Water District is again singled out. Other agencies have been very effective too, including San Diego and EBMUD. I would think they’d want equal time to brag here…. Can this be rewritten more broadly?

In the section “Streamline CPUC Regulatory…” process, Action Item 2, the text reads:
To further expedite the process, the Commission will consider standardized and streamlined regulatory review for small water utilities (Class C & D) in lieu of a typical rate case. What about limiting this only when such utilities have conservation rates (e.g., increasing block rates or the equivalent)? Please do not offer subsidies and incentives without comprehensive conservation and efficiency programs in place.

Under Action Item 3 under “Streamline CPUC Regulatory…” please rewrite section to read:
“Consolidation of operations can sometimes result in economies of scale, improved access to capital, and improved financial condition.  Another important benefit of such consolidation is to relieve the burden of regulation from these smaller and less sophisticated providers.”  While this is possible, it is not guaranteed, and the text should reflect that uncertainty.
In the Appendix, under “Reasons Why Class A and B Water Utilities Regulated by the CPUC Should Sign the California Urban Water Conservation Council Memorandum of Understanding…” in Section 2, please add a final sentence with an attached footnote that states “Cost-effective water conservation above and beyond the BMPs also is available and will be explored.
” 

The BMPs should be considered the floor, not the ceiling. That was always their intent.
-- end --
� See Chapter 5 of “Waste Not, Want Not: the Potential for Urban Water Conservation in California,” Pacific Institute, Oakland, California (2003). Available at � HYPERLINK "http://www.pacinst.org/reports/urban_usage/" ��http://www.pacinst.org/reports/urban_usage/�. 
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