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November 23, 2005
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505 Van Ness Avenue
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Fr:  Frances Spivy-Weber
Executive Director, Policy

Mono Lake Committee

Dear Commissioners:


Thank you for this opportunity to comment on the Water Action Plan from the California Public Utilities Commission (CPUC).  On behalf of the 15,000 members of the Mono Lake Committee, we appreciate this effort to create comprehensive objectives that emphasize water conservation, services for low income ratepayers and investments in critical infrastructure for water quality improvements.

We look forward to participating in the follow-up next steps listed in Appendix B, where many of the details to your proposed actions will be worked out.  We have recommendations for additional follow-up activities and request that you identify which of the actions you are proposing will undergo California Environmental Quality Act (CEQA) review.  

Between now and your meeting on December 15, we will seek additional comments from people who are interested in the plan, but who only recently became aware of it.
Overview:  In a fast-growing area of Southern California, all of the publicly-owned utilities are developing a range of tools, including conservation, to meet their projected water demands for the next twenty years, and they will not increase their demand for imported water.  One utility in the same area, an investor-owned utility, has one tool--purchase an additional 20-25,000 acre feet of water from Metropolitan Water District of Southern California.  This imported water-dependent strategy ignores the uncertainty associated with the availability of more imported water in the future; the impact of increasing water imports on the San Francisco Bay-San Joaquin/Sacramento Delta and Colorado River; the cost effectiveness of alternate tools like conservation; and climate change risks.  
With this example in mind, we make the following overview recommendations:
1. With regard to Objective 2 (Water Conservation), the Commission should note that improving the efficiency of water use is more than merely a tool to “allow future growth.”  Water efficiency is critically important to maintaining and restoring California’s rivers, lakes, and estuaries, including, most notably, the Bay-Delta System.  Efficiency measures can offset diversion requirements and slow the rate of growth of new withdrawals from these natural water systems.  Additionally, cost-effective investments in water efficiency will help California manage its multi-billion dollar backlog of water and wastewater infrastructure investment (Objective 3), allowing it to stretch available funds and assist more communities in need.  Water efficiency has been recognized in the Calfed Record of Decision as a key strategy for achieving Bay-Delta restoration. 

2. The CPUC should articulate a more specific objective with regard to water conservation, rather than make policy by analogy with energy conservation programs.  We recommend that the CPUC adopt the principle that is at the core of the Memorandum of Understanding Regarding Urban Water Conservation in California – that water utilities implement all water conservation measures that are found to be cost-effective within their respective service areas.  To carry out this policy, the Commission should review the avoided cost methodology recently developed by the California Urban Water Conservation Council for determining the cost-effectiveness of potential water conservation measures, and either adopt the CUWCC methodology for use by regulated water utilities, or make any modifications that the Commission deems necessary.  Additionally, the Commission should review the Least Cost Planning Demand Management Decision Support System now coming into use by CUWCC members, and make a similar determination for its applicability to CPUC-regulated utilities.  Such methodologies will allow utilities to determine the value of saved water and to assess the relative cost-effectiveness of various water-saving measures.  On the strength of these analyses, the CPUC should set a target for measurable water savings for each utility, which will guide the evaluation of its respective water conservation program.

The following comments are on specific Water Action Plan objectives:

Objective:  Maintain Highest Standards of Water Quality

1. Strengthening the hand of the Department of Health Services (DHS) in enforcing drinking water quality mandates should be a high priority, but it will be important for the CPUC and DHS to provide the CPUC’s regulated water utilities clear and consistent rules on how they will be held responsible for providing safe drinking water to their customers.  We do not see how this can be done if the water quality and water conservation policies are developed piecemeal.  We urge a comprehensive rule-making approach with robust public participation.
2. CPUC-regulated utilities are responsible for supplying drinking water in many areas with high costs and limited financial resources.   However, any new funding mechanism developed by the CPUC to assist such utilities should be fully integrated with requirements for cost-effective water conservation measures.  Utilities with cost-effective conservation programs, particularly conservation rate structures, may be able to reduce the cost  of purchased water, and reductions in anticipated consumption may also allow for the downsizing of volume-related components (i.e., tanks, pumps, pipes) of water quality capital improvements.   Such savings can allow the limited dollars available under any new funding mechanism to go further, and be available for additional investment in water quality measures.

Objective:  Strengthen Water Conservation Programs to a Level Comparable to those of Energy Utilities.  
1.  Note overview comments 1 and 2 above.

2. The Commission will need to elicit better information from each Class A & B water utility regarding per capita consumption, peak season demands, measured and estimated water losses, and current and prospective demand management options.  This information will lay the foundation for any evaluation of the utilities’ conservation programs. 
3. As an additional element in action item #3 re participation in the California Urban Water Conservation Council (CUWCC), we recommend that water utilities be required to report on their water conservation programs to the CPUC in their General Rate Case filings.  Directing that water utilities join the CUWCC is not enough.  Each Class A & B utility should be required to document that it is in compliance with the Urban Water Conservation MOU, and is current in meeting the coverage requirements for all Best Management Practices to the extent they are cost-effective. As with the Action Plan’s proposal to require the submission of drinking water quality data, the General Rate Case is the appropriate venue for the CPUC to assess conservation activities and accomplishments. 
4. It should be noted in action item 4 that increasing block rates are not only useful to encourage customers to reduce water consumption.  Block rates (and seasonal rates) are also useful tools for the fair allocation of costs among water users.  The strong seasonality of water demand in California cries out for apportioning the costs of capacity needed to meet peak outdoor demands to those customers who most contribute to such peaks.  (Few water suppliers in California, either public or private, make even the seasonal adjustments in their rates that would reflect the peak season rates they pay for electricity and natural gas, opting instead to blunt this real price signal with year-round water rate designs.)  Class A & B water utilities should become leaders in conservation rate design, for reasons of both equity and efficiency.

5. Policies regarding metered water service and conservation rates should be extended to encourage and facilitate volumetric pricing for wastewater treatment service. While many California cities bill customers for wastewater service by volume,
 most single-family residential customers of regulated water utilities probably pay for sewer service with flat rates, obviating any effective price signal.  CUWCC’s BMP 11 (Conservation Pricing) obligates each water supplier to work with its respective sewer agencies toward the adoption of volumetric pricing for sewer service.  Secure data transfer and billing system compatibility are key issues to resolve.

6. Monthly billing is crucial for sending timely signals to customers, particularly during the peak months of outdoor water use.
  Automated meter reading (AMR) technology is evolving rapidly, and can greatly facilitate monthly billing, while offering other functions that enhance water conservation efforts, such data handling accuracy, elimination of estimated bills, more granular views of customer usage, and near real-time identification of potential leaks.  Together with universal metering and tiered rates, CPUC policies should move regulated water utilities toward the adoption of monthly billing supported by AMR.
7. Connection fees for new structures should also be evaluated for their potential to shape water demand in new construction.  Innovative fee structures that reward new buildings that meet high standards for water efficiency should be evaluated by water utilities under the guidance of the Commission.

8. If the Commission is intent on strengthening water conservation programs “to a level comparable to those of energy utilities,” consideration should be given to the establishment of a public goods fund (PGF) to support investments in water use efficiency that will be broadly beneficial to water utility customers.  The possible role for a water PGF should become clearer after both the CPUC and the regulated water utilities have gained experience conducting, reporting on, and evaluating their water conservation programs pursuant to the Urban Conservation MOU.  Some water efficiency programs may have statewide economies of scale that would call for a PGF-like entity.  Some market transformation programs may offer substantial benefits that are difficult to quantify on a system-by-system basis, but are no less real.  The experience of the Commission in overseeing the collection and distribution of public goods charges for electric customers should inform the structure of a companion fund to support water use efficiency.  Meanwhile, the Commission should explore PGF-like options, and determine the extent that new legislation may be needed to institute such a program.

9. We strongly support the Action Plan’s proposals to improve the energy efficiency of water and wastewater treatment service in California.  In addition to the many opportunities to improve energy efficiency through the selection of more efficient pumps and motors, water utilities can reduce energy consumption through such water conserving activities as leak detection and repair, distribution system pressure management, and customer end use efficiency.    Currently, the CPUC has recognized this connection with hot water savings but not with cold water, which has high energy use associated with pumping and treatment.  We especially urge the CPUC to open the existing Public Goods Fund supported by energy customers to a wider range of water conservation measures that can be shown to save energy. 
Objective:  Promote Water Infrastructure Investment

1. Having a water management program in place is not sufficient for stream-lining infrastructure investment approval.  That management program needs to show significant progress in water use efficiency, including approaches that are indirectly addressed in the document, such as water recycling and groundwater recharge.

2. Increasingly the emphasis on regional integrated resource planning will also be an important factor in assessing the need for new infrastructure.  The actions of CPUC-regulated utilities affect the water supplies and water quality of their watershed and other jurisdictional neighbors.  The CPUC should require information on how its regulated utilities are integrating their programs with other water supply and water quality agencies in their regions.

Objective:  Assist Low Income Ratepayers

We recommend that the CPUC consider working with others to develop a legislative proposal for a statewide standard water and energy program to assist low income ratepayers with their utility payments.

Objective:  Streamline CPUC Regulatory Decision-making
It is premature to streamline regulatory decision-making before it is clear as to how successful the CPUC-regulated utilities will be in implementing the various water plan recommendations.

Objective:  Set Rates that Balance Investment, Conservation, and Affordability

If the CPUC does not pursue its Water Action Plan through open rule-making/investigations rather than individual General Rate Cases, it is hard to see how this objective can be met.   

Comment on Appendix B: CPUC Next Steps

Water efficiency measures are almost completely absent from the Commission’s outline of next steps and short-term objectives.  Certainly the requirement for Class A & B utilities to sign the Urban MOU, participate in the CUWCC, and report on the implementation of all cost-effective BMPs should be incorporated in all General Rate Cases going forward.  In addition, the Commission should identify a proceeding or process for the adoption of a standard methodology for determining the value of saved water and the cost-effectiveness of potential water conservation measures (as noted in comment 2 under “Overview” above) and all other matters pertaining to water use efficiency that the Commission considers foundational to its new water policies.


Thank you for your consideration of these views.

� Los Angeles, San Diego, San Francisco, and Santa Monica, among others, typically based upon metered water use during a specified period of low outdoor water use.


� See recommendation for monthly billing in “AB 2717 Landscape Task Force Findings, Recommendations, and Actions,” Draft, October 13, 2005.
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