
 

• Board of Directors 
Water Planning and Stewardship Committee 

5/12/2015 Board Meeting 

Revised 8-2 
Subject 
Authorize: (1) $150 million in additional funding for conservation incentives from the Water Stewardship Fund 
and the Water Management Fund; and (2) Implementation of modifications to the Turf Removal Program 

Executive Summary 
As Metropolitan implements the regional Water Supply Allocation Level 3, and in light of the Governor’s 
Executive Order, it is important to continue the support for incentives that will help consumers transition to more 
water efficient products and behaviors, and gain the water savings needed during this critical drought and into the 
long term future.  Staff recommends $150 million in additional funding for the conservation incentives program to 
allow incentives to continue into fiscal year (FY) 2015/16.  The funding would be provided from the Water 
Stewardship Fund and the Water Management Fund. 

While the funding requested above would help continue the conservation program into FY 2015/16, modifications 
to the Turf Removal Program are appropriate to ensure that funds continue to be available to a broad range of 
consumers throughout the service area.  The proposed modifications would place limits on the amount of turf 
removal funding available to any single property and tier the incentive rate based on the amount of turf being 
removed.   

Details 
Metropolitan’s conservation incentives program (Program) has benefited from tremendous consumer response.  
Throughout the region, consumers have shown a heightened interest in the use of Metropolitan’s incentives to 
help move toward more efficient water use practices.  While interest in incentives for water efficient devices is 
increasing across the board, the most significant increase is occurring in the Turf Removal Program.  Interest in 
turf removal not only provides an important immediate drought response, it also provides long-term benefits by 
focusing public attention on a necessary transition to more drought tolerant landscapes throughout 
Southern California. 

Through April 26, 2015, Metropolitan has paid about $77 million in conservation incentives during FY 2014/15.  
Interest in conserving devices and turf removal has broken records for the Program.  Since the Governor’s 
Executive Order on April 1, weekly applications have increased about 160 percent, with a new weekly record of 
more than $12.5 million in requests in one week. 

The largest part of the Program at this time is turf removal.  The nature of turf removal is that consumers apply for 
rebate requests and usually take six months or more to complete their projects.  Incentives are only paid once the 
projects are completed.  This means that most of the requests being made for turf removal funding now and in 
recent months will not result in expenditures until FY 2015/16.  The current budget for the Program is 
$100 million.  These funds are projected to be fully expended in FY 2014/15, resulting in a need for additional 
funding in order to continue providing conservation incentives through the end of FY 2014/15 and into 
FY 2015/16 without interruption. 
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Metropolitan is implementing a Water Supply Allocation Level 3 that places limits on the quantity of water 
member agencies can purchase before facing a surcharge.  The intent of this action is to reduce demands for 
imported water supplies throughout the region.  This allocation will be in place during FY 2015/16.  In support of 
this effort, staff recommends an increase to the budget for conservation incentives that would allow the Program 
to continue into FY 2015/16, thus encouraging consumers in the region to take actions that help achieve the 
cutbacks. 

Increase In Program Budget 

The Program consists of many elements that provide incentives in three general areas.  First, device rebates 
provide incentives for consumers to purchase more water efficient products.  Examples include high-efficiency 
toilets, weather-based irrigation controllers, high-efficiency clothes washers, and more.  Second, turf removal 
incentives provide funds to help consumers offset the costs of removing turf in order to replace it with lower 
water using alternatives.  Third, the Program provides funds for member agency-administered conservation 
programs that use Metropolitan’s incentive dollars to promote water use efficiency.  The table below summarizes 
the Program expenditures in the general areas described above:  

Conservation Program Expenditures (Millions) 

 Actual 
Expenditures 

Total Projected Expenditures 

(Two-Year Period of FY 2014/15 and FY 2015/16) 

 Since July 1, 2014* Without Proposed 
Changes 

With Proposed Changes 

Device Rebates $20.4 $76.7 $76.7 

Turf Removal $39.4 $289.9 $223.5 

Member 
Agency/Other 

$16.8 $52.9 $47.5 

Total $76.6 $419.5 $347.7 

*As of April 26, 2015 

Actual expenditures through April 26 are about $77 million.  Expenditures for turf removal comprise the largest 
part of the Program.  The majority of expenditures in member agency-administered programs are also for turf 
removal.  Two scenarios for projected expenditures in the two fiscal year period of FY 2014/15 and 
FY 2015/16 are shown.  These scenarios illustrate the tremendous public interest in conservation incentives.  
Assuming no changes to the Turf Removal Program, expenditures are projected to be as high as $420 million.  
The second scenario shows an expenditure projection of about $348 million based on the proposed modifications 
to the Turf Removal Program.  The modifications to the Turf Removal Program are projected to reduce 
expenditures by about $72 million over the two fiscal-year period.  The projected lifetime water savings 
associated with all program expenditures is approximately 650 thousand acre-feet.  The weighted cost per acre-
foot of savings is approximately $535 per acre-foot.  It should be noted that each of these projections has a high 
degree of variability based on the actual follow-through of consumers and member agencies on turf removal 
projects and the mix of commercial, residential, and public agency projects.  Expenditures also will be affected by 
consumer response to messaging and outreach related to the drought.  The projections assume continued high 
consumer interest in the Program consistent with levels observed following the Governor’s Executive Order.  
Lower interest levels could lead to reduced expenditures. 

The current budget for the Program stands at $100 million for FY 2014/15 and FY 2015/16.  Based on the 
projections shown above, staff recommends an increase to the budget of $150 million, for a total biennial budget 
of $250 million.  The increased funding would come from the Water Stewardship Fund and the Water 
Management Fund.  Staff projects adequate reserves in these two funds to provide for this budget increase. 
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Current projections based on the recent April application rates indicate that an additional budget of $248 million 
would be needed to carry the program through the end of FY 2015/16.  However, staff recommends approving an 
additional $150 million at this time to work through the current peak in requests that has been experienced in 
recent months.  Staff will monitor activity levels in the Program and return to the Board in December 2015 with 
funding options and/or other actions to carry through FY 2015/16 with the proposed modifications.   

Turf Removal Program Modifications 

Metropolitan’s Turf Removal Program provides an incentive to consumers who remove their turf and replace it 
with a California Friendly Landscape.  The program first began in 2008 as a member agency-administered 
program with a $0.30 per square foot rebate.  Over the years, the program has been adjusted several times to meet 
regional needs.  Currently, the program exists both in the member agency-administered program and the Regional 
program with a $2 per square foot incentive and no maximum funding limits (approved by the Board in 
May 2014 as an important drought response).  

In February 2015, staff brought to the Board an informational letter describing the Turf Removal Program, its 
funding requests and potential program modifications to achieve sustainable long-term program expenditures.  At 
that time, staff reported that the incentive of $2 per square foot with no maximum funding level had led to a 
dramatic increase in Metropolitan funding for “large” commercial turf removal reservations over $100,000 per 
property.  These large commercial projects do result in water savings, but they also prevent a broader distribution 
of funds to residential consumers due to budget constraints in the Program. 

Since February, interest in the Turf Removal Program has continued with a surge in residential applications.  The 
increase in the incentive for turf removal from $1 per square foot to $2 per square foot was meant to increase 
consumer interest in an effort to spur activity in the Program.  Demand for these incentives now exceeds potential 
funds.  Targeted modifications to the Turf Removal Program can ensure that broad participation is available going 
forward, while continuing to encourage a long-term change toward drought tolerant landscaping in Southern 
California. 

Tiered Turf Removal Incentive 

Staff recommends maintaining the turf removal incentive at $2 per square foot for the first 1,500 square feet 
removed for residential, commercial, and public agency properties.  After 1,500 square feet, the incentive would 
be $1 per square foot up to one acre for commercial properties and up to a maximum of $250,000 for public 
agencies.  This tiered incentive recognizes that about 90 percent of residential applications are to remove 
1,500 square feet or less.  While most commercial and public agency applications are more than 1,500 square feet, 
they are able to take advantage of the larger project size to realize costs for turf removal that are often lower than 
$2 per square foot. 

Maximum Funding Levels per Property 

Staff recommends setting maximum application funding limits at the following levels: 

• A maximum of $3,000 per residential property (allowing for up to 1,500 square feet of removal)  
• A maximum of $45,060 per commercial or industrial property (allowing for up to one acre of removal) 
• A maximum of up to $250,000 per public agency property 

The limits for commercial and residential properties would be administered as lifetime maximum funding limits.  
The maximum funding limit for public agency properties would be administered as an annual limit, which would 
allow public agencies to phase their projects over time.  Approximately 90 percent of the residential and 
commercial turf removal requests fall below the respective maximum funding limits.  These modifications allow 
the Turf Removal Program to continue achieving its four main objectives: 

• Increasing public awareness regarding use of water efficient landscaping 
• Transforming the market towards use of more efficient outdoor water use practices 
• Accelerating the region’s ability to comply with 20 percent water use reduction by 2020 goals   
• Achieving increased water savings during critical drought periods 
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These proposed modifications would allow for continued increases in public awareness of California Friendly 
Landscapes and transformation of the market toward more efficient outdoor water use practices.  While the 
maximum funding levels would reduce expenditures on some projects, it would continue to encourage turf 
removal throughout the region, while prioritizing public agency projects that may help create more publicly 
visible changes.  Turf removal funding would remain available to a broad base of consumers, including 
residential, commercial, and public agency water users.  Member agency conservation managers have indicated 
that most public agency projects forecasted to participate in the program are likely to be below the $250,000 limit, 
including schools, cities, and parks.  This feedback was important as these public projects can have a high degree 
of exposure and influence in the regional effort to move toward broad adoption of drought tolerant and California 
Friendly Landscapes.  Finally, the maximum funding limits will more closely align the expenditures in the Turf 
Removal Program with the water use patterns of residential vs. non-residential consumers in the region.  Roughly 
75 percent of water used in the region is for residential purposes and about 25 percent is for non-residential 
purposes.  This would provide for equity of fund distribution and the availability of funds to a broad consumer 
base. 

Maximum funding limits may also have an added benefit of increasing the cost-effectiveness of the Turf Removal 
Program.  Metropolitan’s incentives may leverage consumer funds to remove turf amounts that are beyond the 
maximum funding limits.  Under the current program, Metropolitan would end up paying for every square-foot 
that is removed.  With the limits in place, Metropolitan’s incentives will be limited, but consumers may choose to 
continue to remove larger amounts of turf using a combination of Metropolitan incentives, member agency 
programs and self-funding to complete the projects. 

These proposed modifications to the Turf Removal Program would: (1) take effect upon board approval; (2) not 
impact existing reservations; and (3) apply to both the member agency-administered and regional programs. 

Additional Changes May Be Necessary 

In addition to the actions recommended in this letter, staff believes that additional actions are appropriate relative 
to both turf removal and outdoor landscaping in Southern California: 

1. Staff will seek state funding support for Metropolitan’s Turf Removal Program.  The Governor’s 
April 1 Executive Order called for $50 million square feet in statewide turf removal.  Metropolitan 
projects that its Turf Removal Program could achieve more than double that figure through FY 2015/16.  
Staff will pursue funding opportunities through the state to help support these efforts. 

2. Additional modifications to the Turf Removal Program may be necessary to be effective on 
January 1, 2016.  These changes would help refine the program that would be in place and be funded by 
the FY 2016/17 and FY 2017/18 biennial budget.  Changes would need to be effective on 
January 1, 2016, due to the fact that turf removal projects typically take six months to complete.  Turf 
removal applications submitted in January of 2016 will result in expenditures in FY 2016/17.  Further 
changes may be necessary to help continue support for the Program while reducing long-term budgetary 
impacts. 

3. Regional landscape ordinances and standards should also be changed.  In order to complement programs 
that encourage turf removal in existing developments, new concepts need to be developed for ordinances 
and landscape requirements that limit the use of turf in new development and help to further the transition 
toward drought tolerant landscaping throughout the region. 

Summary 

Metropolitan’s expenditures on conservation incentives continue at increased levels with much of the growth in 
turf removal.  Staff requests authorization of modifications to the Turf Removal Program that will increase 
cost-effectiveness while continuing to encourage broad participation.  The tiered incentive rate would help reduce 
financial exposure and extend available funding to additional potential program participants.  Similarly, the 
maximum funding levels would help achieve a broad distribution of funds to participants with a special focus on 
public agency projects.  Staff also requests an increase in the biennial Program budget of $150 million to a total of 
$250 million.  The increased budget would allow turf removal incentives to continue, helping to encourage a 
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market transformation in outdoor water use toward more drought tolerant and California Friendly Landscapes.  
This increased funding would allow Metropolitan to continue providing conservation incentives without 
interruption into FY 2015/16 at a time in which Metropolitan will be implementing Water Supply Allocation 
Level 3 and encouraging reductions in water use throughout the region.  Staff would continue to report on the 
status of the Program and come back with options to carry through FY 2015/16 and additional Program 
modifications by December 2015. 

Policy 
By Minute Item 49773, dated May 13, 2014, the Board authorized proposed changes to 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 49675, dated February 11, 2014, the Board authorized the On-site Retrofit Pilot Program for 
converting sites to receive recycled water. 

By Minute Item 49542, dated September 10, 2013, the Board authorized new conservation program initiatives. 

By Minute Item 49068, dated May 8, 2012, the Board authorized changes to Metropolitan’s Water Conservation 
Program. 

By Minute Item 48772, dated August 16, 2011, the Board adopted the Long-Term Conservation Plan and 
revisions to the water conservation policy principles. 

By Minute Item 42785, dated January 13, 1998, the Board approved expanding Conservation Credits Program 
funding to projects that conserve recycled water. 

California Environmental Quality Act (CEQA) 
CEQA determination for Options #1 and #2: 

The proposed action is not defined as a project and is not subject to 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 #3:  

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 an increase in the biennial FY 2014/15 and FY 2015/16 budget of $150 million for 
conservation incentives from the Water Stewardship Fund and the Water Management Fund; and 

b. Authorize the implementation of Turf Removal Program modifications as described in the letter. 
Fiscal Impact: $150 million from Metropolitan’s Water Stewardship and Water Management Funds. 
Business Analysis: The increased funding would support the Governor’s drought declaration and would help 
achieve Metropolitan’s Integrated Resource Plan goal of reducing per capita water use.  The Turf Removal 
Program modifications would allow Metropolitan to affordably incentivize consumers and provide better 
equity among consumers and make funds available to a broad consumer base.  Staff will return to the Board 
by December 2015 with options to carry through FY 2015/16. 
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Option #2 
Adopt the CEQA determination that the proposed action is not defined as a project and is not subject to 
CEQA, and 

a. Authorize an increase in the biennial FY 2014/15 and FY 2015/16 budget of $248 million for
conservation incentives from the Water Stewardship Fund and Water Management Fund; and

b. Authorize the implementation of Turf Removal Program modifications as described in the letter.
Fiscal Impact: $248 million from Metropolitan’s Water Stewardship and Water Management Funds. 
Business Analysis: The increased funding would support the Governor’s drought declaration and would help 
achieve Metropolitan’s Integrated Resource Plan goal of reducing per capita water use.  The Turf Removal 
Program modifications would allow Metropolitan to affordably incentivize consumers and provide better 
equity among consumers and make funds available to a broad consumer base.  Staff would continue to 
monitor the Program activity and report monthly to the Board, but the approved budget would be likely to 
carry through the end of FY 2015/16. 

Option #3 
Take no action. 
Fiscal Impact: None 
Business Analysis: Consumer access to conservation incentives through Metropolitan’s conservation 
program would be terminated.  Consumers that have recently submitted funding requests, largely for turf 
removal, would be notified that they are not able to receive incentives.   

Staff Recommendation 
Option #1 

Ref# wrm12635558 

4/30/2015 
Deven N. Upadhyay 
Manager, Water Resource Management 

Date 

4/30/2015 
Jeffrey Kightlinger 
General Manager 

Date 
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