
 

 
 

 Board of Directors 
Water Planning and Stewardship Committee 

12/9/2014 Board Meeting 

8-1 
Subject 

Authorize: (1) increase of $40 million for conservation incentives; and (2) increase to the contract authority of the 
five-year agreement with Electric and Gas Industries Association for administration of Metropolitan’s regional 
conservation rebate program  

Executive Summary 

Authorization is requested to increase the conservation program biannual budget in the amount of $40 million.  In 
addition, authorization is requested to expand the contract capacity with Electric and Gas Industries Association 
to administer Metropolitan’s regional conservation rebate program from $90 million to $290 million for the term 
of the agreement ending in 2017.  These changes will respond to the dramatic increase in program activity over 
the past few months in response to drought conditions and enhanced public outreach. 

Details 

Increased Conservation Activity 

The combination of heightened consumer awareness and expanded incentive options has resulted in a significant 
surge in requests for conservation funding.  Last fiscal year, conservation program expenditures totaled 
$18.6 million.  The table below shows that expenditures in the first five months of the current fiscal year are 
$17.1 million, almost equivalent to total expenditures for last year.  In addition, reservation requests this fiscal 
year are already more than nine times the total rebates paid last fiscal year.  

 Total Expenditures 

FY 2014/15 (as of 11/16/2014) 

Reservation Requests 

FY 2014/15 (as of 11/16/2014) 

Rebates Residential $3.6 million $7.9 million 

Rebates Commercial $3.7 million $14.9 million 

Turf Removal $4.8 million $109.2 million 

Other $5.0 million $43.0 million 

Total $17.1 million $175.0 million 
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It is difficult to project expenditures for the full fiscal year due to the large amount of turf removal incentive 
requests.  Most of the reservations in the other category are also for turf removal programs run by the member 
agencies.  Historically, not all projects that request funding follow through to completion and receive incentive 
payments.  Typically, most residential device rebates result in incentive payments, but only about 60 percent of 
commercial requests result in incentive payments.  Assuming that reservations for turf removal also have a 
60 percent follow-through rate, then the current reservations may lead to about $108 million in expenditures. 

Proposed $40 Million Increase in Incentive Budget 

Authorization is requested to increase the conservation budget to $100 million.  The conservation program is 
currently being managed under a budget of $60 million.  This includes $40 million in the biannual budget 
approved in April 2014 and an additional $20 million approved for increased program activity in February 2014.  
Staff requests authorization to increase the conservation program budget by an additional $40 million to support 
the current rate of expenditures.  This increase would allow funding to cover most of the projected expenditures 
associated with current reservations described above.  Staff will continue to monitor the follow-through rate for 
turf removal and new reservation growth which might adjust the need for additional funds later in the biannual 
budget. 

Actions Taken During the Drought That Lead to Increased Activity 

Calendar year 2013 was the driest on record in California, following two consecutive dry years.  In response, staff 
recommended actions to the Board aimed at increasing water savings and raising consumer awareness.  These 
actions were preceded by Governor Jerry Brown (Governor) issuing an executive order and declaring a drought 
emergency.  Subsequently, the State Water Resources Control Board (SWRCB) adopted emergency regulations 
for conservation.  The following timeline shows these series of events and actions taken: 

 September 2013 – New Metropolitan conservation programs/incentives.  Turf removal incentive increased to 
$1 per square foot.  

 January 2014 – Governor issues an emergency drought declaration for the state of California. 

 February 2014 – Metropolitan’s conservation program budget increased by $20 million. 

 February 2014 – Metropolitan’s Board adopts a Water Supply Alert Resolution. 

 March 2014 – Metropolitan’s Board authorized a contract for regional communications.  Advertising begins. 

 April 2014 – Governor issues an executive order for Californians to redouble their conservation efforts.  

 May 2014 - Metropolitan’s turf removal incentive increased to $2 per square foot. 

 June 2014 – Metropolitan’s TV advertising begins, emphasizing turf removal. 

 July 2014 – SWRCB adopts emergency regulations for statewide urban water conservation. 

The cumulative effect of the above actions and events resulted in the highest level of participation in 
Metropolitan’s conservation program history.  

Current Administrative Controls for Program Management 

Staff continues to administer processes, controls, and reporting put in place to manage the conservation program 
and maintain a high level of customer service.  In addition, staff monitors requests for funding and posts activity 
trends through weekly reports to the member agencies.  Staff also reports on customer service levels by reviewing 
and discussing metrics on a monthly basis that have been established for the regional rebate program.  Additional 
controls are achieved by requiring commercial customers and turf removal customers to make a reservation before 
purchasing equipment or beginning a project.  This allows staff to track reserved funding amounts.  Also, large 
projects must submit their project receipts to insure the incentive does not exceed the cost of the project.  
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Contract for Regional Program Administration 

Metropolitan’s regional rebate program, SoCal Water$mart, is administered under an agreement with Electric and 
Gas Industries Association (EGIA) with a term that expires in 2017.  EGIA processes all of the regional requests 
for commercial, residential and turf removal conservation incentives and implements program controls at the 
direction of Metropolitan.  Metropolitan manages the contract with EGIA in a fashion that allows member 
agencies to contribute their own funds into the regional conservation program without managing their own, 
separate vendor contract.  Ultimately, regional conservation incentives are paid through the EGIA contract using 
Metropolitan’s funding, member and local agency funding, and grant funds.  EGIA’s administrative fees are 
currently averaging approximately 4 percent of the total incentive dollars going through the agreement. 

Proposed Increase in Contract Capacity of EGIA Agreement 

Staff estimates a need to increase EGIA’s agreement for the regional conservation rebate program to keep up with 
the high level of rebate activity.  EGIA’s agreement is used to not only administer Metropolitan’s incentives, but 
also additional funding from member and retail agencies that choose to utilize Metropolitan’s regional vendor 
agreement to provide supplemental incentives, and all grant funds Metropolitan is awarded.  The current 
agreement has a term ending in 2017 with a maximum amount payable of $90 million and a cap of $4 million in 
administrative costs.  The table below shows the current expenditures under the contract: 

Expenditure Type  Amount 

Metropolitan Incentives $30.9 million 

Member and Retail Agency Added Funding $30.8 million 

Grant Funds $0.7 million 

Marketing/Special Programming $0.5 million 

Administrative Fees $2.6 million 

TOTAL $65.5 million 

Expenditures under the current contract are about $66 million.  This results in $24 million in remaining contract 
capacity to continue administration through 2017.  With $175 million in reservation requests, contract capacity is 
likely to be reached before the end of this fiscal year.  At the current pace of regional conservation activity and 
with the increased co-funding from member agencies, staff estimates a need to increase the maximum amount 
payable in the agreement with EGIA from $90 million to $290 million through the term ending in 2017.  This 
would also remove the dollar cap on administrative fees, while preserving the low rates being paid under the 
contract (currently about 4 percent of incentive dollars paid).  Increasing the maximum amount payable does not 
reflect a commitment to continue program activities at the current rate.  If rebate activity declines from the current 
levels, then not all of the contract capacity will be utilized.  Increasing the capacity in the contract simply allows 
the administration of the regional conservation program to continue without interruption through the end of the 
contract term.  

Summary and Next Steps 

Metropolitan’s regional conservation program continues to experience record activity levels due to a combination 
of recent program modifications, public outreach campaigns, the Governor’s drought declaration, and numerous 
local agency funding efforts.  An increase in the conservation program budget authorization and the maximum 
payable under the EGIA agreement would allow for continued funding and administration of Metropolitan’s 
regional conservation program without interruption.  Staff will continue to keep the Board informed on a monthly 
basis on program activity and potential need for any additional funding. 
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The steps recommended in this letter are intended to address immediate issues in the conservation program for the 
current fiscal year.  As expected, and as hoped, consumer demand for rebates has been very high.  This will result 
in considerable long-term water savings that will last far beyond this current drought.  In spring of 2015, staff will 
bring forward options for board consideration for longer term adjustments to the program to ensure program 
sustainability beyond the current fiscal year. 

Policy 

By Minute Item 49773, dated May 13, 2014, the Board authorized changes to the conservation program in 
response to drought conditions. 

By Minute Item 49676, dated February 11, 2014, the Board adopted a Water Supply Alert Resolution  
(Resolution 9168). 

By Minute Item 49068, dated May 8, 2012, the Board authorized changes to Metropolitan’s Water Conservation 
Program and a five-year agreement with Electric and Gas Industries Association. 

California Environmental Quality Act (CEQA) 

CEQA determination for Option #1: 

The proposed action is not defined as a project under CEQA because it involves continuing administrative 
activities, such as general policy and procedure making (Section 15378(b)(2) of the State CEQA Guidelines).  In 
addition, the proposed action is not subject to CEQA because it involves other government fiscal activities which 
do not involve any commitment to any specific project which may result in a potentially significant physical 
impact on the environment (Section 15378(b)(4) of the State CEQA Guidelines). 

The CEQA determination is:  Determine that the proposed action is not defined as a project and is not subject to 
CEQA pursuant to Sections 15378(b)(2) and 15378(b)(4) of the State CEQA Guidelines. 

CEQA determination for Option #2:   

None required  

Board Options 

Option #1 
Adopt the CEQA determination that the proposed action is not defined as a project and is not subject to 
CEQA, and 

a. Authorize the increase in conservation budget of $40 million, from $60 million to $100 million; and 
b. Authorize the General Manager to amend Agreement No. 129415 with EGIA to increase contract 

capacity authority from $90 million to $290 million to allow for the increased activity in 
Metropolitan’s regional rebate program. 

Fiscal Impact: $40 million from Metropolitan’s Water Management Fund 
Business Analysis: The increased funding and contract capacity would support the Governor’s drought 
declaration, the increased activity from consumers taking action, and would help achieve Metropolitan’s 
Integrated Resource Plan goal of reducing per capita water use. 

Option #2 
Take no action. 
Fiscal Impact: None 
Business Analysis: Consumer access to conservation incentives through Metropolitan’s conservation 
program would be reduced or halted.  
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Staff Recommendation 

Option #1  
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