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Summary

Status report on conservation credits program for April 20 I0

Attachments

Regional Rebate Program Weekly Update dated March 29, 2010

Detailed Report

Projected Water Savings

Metropolitan encourages water use efficiency through a variety of water resource management programs. Since
1990, Metropolitan has provided about $268 million in conservation incentives, saving about 134,000 acre-feet
annually. Conservation incentives paid this fiscal year are expected to save an additional 13,500 acre-feet of
water annually.

Backlog Payment Processing

Approximately $9.8 million of the $14.2 million identified as backlog payments in the General Auditor's report
has been processed and paid by Metropolitan. Applications for approximately $0.1 million cannot be processed
until additional documentation is provided by customers or landscape inspections are completed by member
agencies. Some projects included in the audit estimate were not completed, invoiced for lesser amounts or
duplicates of projects that had already been paid. There were also applications for member agency and regional
projects that were not included in the estimate that qualify for funding. Overall, net backlog payments are
projected to be approximately $4.3 million less than the audit estimate. Table I below provides a status of the
estimated S14.2 million of backlog payments using the four categories identified in the Audit report:

Table 1- Backlot! Pavmeot Summarv ($

Item Audit Committed Projected Projected Projected
Report Cost Additional Total Cost

Estimate To Date Costs Costs Variance
(I) (2) (3) (4) (5)

Regional Rebate Programs 8,375,713 5,846,552 68,800 5,915,352 2,460,361

Administrative Fees 1,256,357 985,970 10,320 996,290 260,067

Member AQ.encv Programs 3,350,688 2,226,997 0 2,226,997 1,123,691

Recvcled Water Retrofits 1,172,015 730,298 0 730,298 441,717

Total 14,154,773 9,789,817 79,120 9,868,937 4,285,836

Notes:

(1) Estimatcd backlog amount from the Audit Report in July 2009

(2) Actual costs plus invoices currently being processed by Metropolitan as of March 29, 2010.

(3) Projected additional costs when missing documentation is provided and landscape inspections are
completed by member agencies.

(4) Sum of columns I and 2.

(5) Difference between Audit Report Estimate and Projected Total Cost.
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Regional Rebate Programs Metropolitan processed invoices for the last of tile residential applications included
in the backlog. Some of the regional commercial program backlog cannot be paid until customers submit
missing documentation. Staff is working directly with some customers and contractors to resolve issues, obtain
the missing documentation, and expedite payment processing. There are also projects thaI must be inspected by
member agencies before payment can be issued. Member agencies have indicated that it will take up to a month
to complete inspections. AI this time, staff estimates that the actual cost of the regional backlog will be less than
the audit estimate by approximately $2.5 million, primarily due to duplicate applications and elimination of
projects that were not completed.

Administrative Fees - Administrative fees for the regional rebate programs were estimated at 15 percent of
backlog amount in the audit report. The total projected cost for administrative fees is expected to be less than the
audit estimate by approximately $260,000 because it will not be necessary to process applications for regional
rebate projects that were not completed or found to be duplicates.

Member Agency Programs - To date, Metropolitan has received invoices from the member agencies totaling
approximately $2.2 million and staff has processed all payments. Staff anticipates that the actual cost of the
member agency program backlog will be approximately $1.1 million less than the audit estimate because some
member agencies completed fewer projects than were initially envisioned.

Recycled Water Retrofits - To date, Metropolitan received invoices from member agencies totaling
approximately $0.7 million and staff has processed all the payments. Staff anticipates that the actual cost of the
recycled water retrofits program backlog will be approximately $0.4 million less than the audit estimate because
member agencies completed fewer projects than were initially envisioned.

Member Agency Pass-Through Payments - Since some member agencies elected to fully fund the regional
programs while Metropolitan's rebates were on-hold, there is approximately $0.4 million of pass-through
payments remaining. Staff is concurrently processing the member agency pass-through payments and
Metropolitan backlog payments as projects and applications are completed.

Addressing Audit Issues

Contract Language - Staff has worked closely with the Office of the General Counsel to improve contract
language in the member agency master agreements. Addendums to the contracts have clarified language and
include deadlines for payment processing.

Service Provider Contract - Service providers continue to provide weekly reports of paid, committed and
projected costs to Metropolitan on Monday mornings for activity during the previous week.

Financial Controls Data submitted by the service providers are utilized for reconciling rebate costs that are paid
and in-progress to ensure total cost stays within budget and applications are processed on a timely basis.

Operational Controls - The on-line reservation system for the regional commercial program limits applications
to the approved budget. The regional residential program utilizes close monitoring, controlled marketing and a
contingency in lieu ofa reservation system to ensure costs stay within budget. To control costs on the member
agency programs, staff allocated a portion of the budget to each member agency based on project requests that
had been submitted. Member agencies payments will be limited to the allocated amounts and final invoices must
be submitted to Metropolitan by June I I, so payments can be made before the end of the fiscal year.

Program Management - Staff has established separate projects with fixed budgets to track programs included in
the fiscal year 2009/10 budget and is actively managing expenditures. Staff also renegotiated the regional
commercial vendor contract, which will reduce administrative fees up to 35 percent.

Executive Communication - Board and Executive Management communication will be improved through this
quarterly written report and oral updates at committee meetings. Executive management is engaged in the
oversight of this program to ensure the programs stay within budget and expectations are met.
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Reputation Risk Management - StafThas also worked closely with External Affairs to improve communication on
our regional conservation efforts and establish realistic expectations due 10 budgetary constraints in these
challenging financial times.

Fiscal year 2009/10

Approximately $10 million of the original budget of $19.1 million has been committed to date. Program activity
and payments are expected to increase as the year progresses. Some programs have projected costs that exceed
budget and others have projected costs less than budget. AI this time, staff projects costs will be approximately
55.8 million under budget. Table 2 below provides a status of the fiscal year 200911 0 programs, backlog totals
and carryover resulting from the deferral of Board action from June 2009 to July 2009:

Table 2- Fiscal Year 2009/10 Cost Proiection Summarv ($)

Item Approved Committed Projected Projected Projected
Expenditure Costs Additional Total Cost

Amount To Date Costs Cost Variance
III 12\ 13\ 14\ 15\

Regional Residential 6,000,000 1,043,659 2,385,000 3,428,659 2,571,341

ReAional Commercial 4,600,000 3,235,919 0 3,235,919 1,364,081

Water SavinA Perfonnance 500,000 263,171 317,470 580,641 (80,641)

Enhanced Conservation 500,000 743,814 658,921 1,452,753 (952,735)

Member Agency Programs 5,500,000 4,651,335 0 4,651,335 848,665

Agricultural Conservation 2,000,000 0 0 0 2,000,000

Sub Total 19,100,000 9,987,899 3,361,391 13,349,289 5,750,711

BackloQ. Totals 14,154,773 9,789,817 79,120 9,868,937 4,285,836

Carryover from FY08/09 3,798,956 4,302,047 0 4,302,047 (503,091 )

Total 37,053,729 24,079,763 3,440,511 27,520,274 9,533,455

Notes:

(I) Approved expenditures for fiscal year 200911 0 budgeted programs, backlog payments, and carryover
payments resulting from the deferral of the Board action from June 2009 to July 2009

(2) Actual costs incurred plus in-process invoices, applications or reservations for the regional programs and
unpaid member agency program allocations as of March 29, 20 IO.

(3) Projected additional costs for the regional programs and contractual payments for existing multi-year
agreements in water saving perfonnance and enhanced conservation programs.

(4) Projected total cost at the end of the fiscal year (sum of columns 2 and 3).

(5) Difference between the Approved Expenditure Amount and Projected Total Cost.

Regional Rebate Programs - The regional rebate programs provide incentives to residential and commercial
customers that install water saving devices. Metropolitan's $4.6 million of funding for the regional commercial
program was reserved by December 28, 2009, and the commercial program transitioned to a member agency fully
funded program on January 4, 2010. Since the transition, reservations for Metropolitan funding totaling
approximately $1.4 million have expired or been canceled. 0 additional expirations or cancellations are
expected and staff is currently considering options to utilize the unspent funds. Since January 4, 2010, the
member agency fully funded commercial program has received reservations for approximately $11 million of
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additional incentives. As of March 29, 20 10, the total committed cost for the regional residential program is
approximately $1 million. On April 22,20 I0, the State of Califomi a will launch the Cash for Appliances rebate
program that includes high efficiency clothes washers, which should increase activity in the regional residential
program. Staff provides a weekly update report on the regional rebate programs to member agency conservation
coordinators and general managers as shown in Attachment 1.

Water Savings Performance Program - This program provides incentives for both industrial process
improvements and large landscape water use efficiency projects that demonstrate water savings within a specified
monitoring period. Projects were selected last year on a first come, first served basis. The program is fully
subscribed and staff is only processing payments for existing projects. Based on recent discussions with
customers regarding the timing of invoices, some customers plan to accelerate work. As a result, projected fiscal
year expenditures for this program are expected to exceed the budget.

Enhanced Conservation Program - This program provides funding directly to Metropolitan's member agencies to
encourage new and creative approaches to implement urban water conservation. Projects were selected through a
competitive selection process last year. The program is fully subscribed and staff is only processing payments for
existing projects. Some customers with signed agreements indicated that they plan to accelerate completion of
their projects. This does not increase the total cost of Metropolitan incentives because each agreement has fixed
maximum amounts payable. However, accelerated completion will shift more of the project costs into the current
fiscal year and result in projected expenditures exceeding the budget.

Member Agency Program - In addition to regional rebate programs implemented by Metropolitan, member and
retail agencies may also implement local water conservation programs within their respective service areas and
receive Metropolitan incentives for qualified retrofits and other water saving actions. Typical projects include
direct installation toilet projects, locally administered clothes washer programs, residential water audits, and work
completed under state or federal grant programs using Metropolitan incentives as the basis for meeting cost-share
requirements. Requests for funding this fiscal year were almost double the budget amount of$5.5 million.
Member agencies were allocated a fixed amount equal to 50 percent of the amount requested to avoid exceeding
budget.

Agricultural Conservation Program - In March 2009, the Board approved adding an agricultural water use
efficiency component to Metropolitan's Water Savings and Pelformance Program, but the program was broken
out as a separate line item in the fiscal year 200911 0 budget. Staff held a series of meetings with member
agencies and other stakeholders to refine program guidelines and stalt date. Based on that feedback, staff
recommends that the program launch in fiscal year 20 IOil I to assist agricultural customers that opt-out of
Metropolitan's Interim Agricultural Water Program or pay full service rates. These customers could be eligible
for incentives that focus on irrigation improvements leading to greater water use efficiency. The lAWP will be
entirely phased out over a five-year period from 2008 to January 1,2013. Staff is currently finalizing the program
guidelines and plans to launch the program in July 20 IO.

Backlog Totals - The backlog totals shown in Table 2 are the same as those from Table 1 and include both
incentives and administrative fees.

Carryover Payments - Staff processed payments from fiscal year 2008/09 following Board approval in July 2009,
which resulted in carryover payments into fiscal year 20091 10.

Moving Forward

Staff will continue to expedite backlog payments, closely monitor the regional rebate programs and address issues
identified in the audit report. Staff will also initiate the new agricultural conservation program and prepare to
launch the fiscal year 20 I01 II programs.
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Conservation Program March 29, 2010

Rebate Remaining Index*
(as of March 27, 2010)
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Summary
•:. All Metropolitan funding was reserved on 12/28/2009, so the

program transitioned to member agency fully funded on 1/4/2010
for those agencies that elected to participate.

•:. Since the transition to the member agency fully funded program,
reservations for Metropolitan funding totaling $1,364,081 have
expired or been cancelled. No additional expirations/cancellations
are expected. Metropolitan considering options for unspent funds.

.:. Article on www.greenbiz.com mentions past success of SAB.

.:. The number of weekly visitors to website: 467
(2% less than the prior week)

.:. For additional information, contact Bill McDonnell at
(213) 217-7693

Summary
.:. Committed amount was $1,043,659 as of 03/27/2010.

.:. Applications totaling approximately $5,966 were received last
week.

.:. Direct link to rebate programs reinstated to bewaterwise.com
home page.

.:. Statewide Cash for Appliances program begins April 22, 2010.

.:. The number of weekly visitors to website: 4,133
(5% more than the prior week)

.:. For additional information, contact Alice Webb-Cole at
(213) 217-6716


